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Abstract: In this paper, we investigate the determinants of investing, focusing on its potential social
impact. In particular, we consider whether there is room for expanding impact investing through
social savings. The increasing trend in the demand for social finance makes the topic of unique
interest, particularly when data on preferences for social saving can be collected at the individual
level. We investigate the determinants and drivers of saving with a social goal running a survey
conducted in Trentino-Alto Adige in which respondents are asked to allocate their portfolio to possible
social investments. In line with the evidence collected in the Netherlands by Riedl and Smeets
(2014), our results show a strong preference for a lower return, with the condition that the return is
invested in a community programme, and little interest in the monetary return of the investment.
Respondents are either inclined to put their entire portfolio into saving for the community or not to
invest at all. This result suggests that there is a consistent demand, only partially accommodated by
the supply, for financial products investing in the community, rather than for a monetary return.

Keywords: social bond; socially responsible investment; ethical products; social impact

1. Introduction

This study deals with an expanding phenomenon encompassing social financing: saving with a
social impact. Socially responsible investment has an ethical component over and above financial gain,
being aimed at enterprises with best practices that includes sustainability. To this end, the investment
can be based on screening strategies, which may be positive, selecting investments that are coherent
with the principles of responsibility, or negative, excluding investments in enterprises that operate in
non-ethical sectors, such as tobacco and gambling.

In the world of finance, the will to maintain investment principles is intertwined with the
duty to consider the social side. The classic risk-versus-gain trade-off is accompanied by the
social sustainability of investments. Socially responsible funds select investments according to
ESG (environmental, social and governance) principles, a trend that is encouraged by the UN 2030
Agenda [1]. Beal et al. [2] argue that socially responsible investment cannot be made with the sole
purpose of seeking extra-financial performance, as the financial gain from this type of investment is
anything but proven. Riedl and Smeets [3] show that many investors in socially responsible assets
expect lower returns for the same level of risk. The reason why they still choose to have investments
controlled by other investments has to do with their social preferences. The social identity of investors
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explains the increasing trend for socially responsible investments. The authors reckon that half of
socially responsible investors only pursue investments of this type, thereby distinguishing themselves
by their sense of social identity.

In this article, we aim to examine the relationship between general social and financial attitudes,
first by looking at investors’ sensitivity to the community to which they belong and the issues of
social cohesion and then by moving on to financial behaviour. Our paper innovates in detecting the
latent demand for a financial product that is beaten by the market return, which is in contradiction
with the utility maximisation principle. However, as few studies have shown for the Netherlands,
in particular, it seems that there is an increasing percentage of investors that do, actually, prefer to go
social with their investments, earning less than the markets allow. How high is the latent demand for
these products? To the best of our knowledge, no study has been conducted on this subject. We try
to answer this question for the first time, looking at the richest region in the Italian context, Trentino,
where the demand is at its peak. Whenever possible, we look at the European and Italian contexts, but
the determinants of socially responsible investment are somewhat limited and focus mainly on the
environmental aspect [4,5].

Why study the Province of Trento? The reason lies in the fact that, as pointed out in a recent paper
by Gambardella et al. [6], “Trentino is a region with a strong sense of independence and socio-typical
traits that make it a breeding ground for innovations that often anticipate and spark developments on
the national scene”. Indeed, the Province of Trento—and, in particular, the Employment Agency of the
Autonomous Province of Trento—worked and is still working on different projects aiming to enhance
social finance instruments through the local community’s participation. Hence, our analysis addresses
the Trento area, using a questionnaire issued to a representative sample of the local adult population.
The empirical evidence shows that the residents of Trento like ethical investments, even preferring
them to their conventional equivalents.

The remainder of the paper is as follows. Section 2 provides an appropriate literature framework.
In Section 3, we contextualize the problem within the socially responsible finance framework and
the area of Trento that represents our focus. Sections 4 and 5 present the data and the empirical
methodology used. In Section 6, we draw some conclusions and policy implications.

2. Literature Framework

Social finance is the branch of finance in which the management of money aims to obtain not only
a financial but also a social return. Battaglia et al. [7] identify it as the set of alternative approaches
to investment and financing decisions intending to generate a positive impact on society and/or on
the environment, thus also including green finance in social finance. This characterization of social
finance makes it an example of ethical finance, the origins of which, rooted in the past, are sometimes
intertwined with religious principles [8].

Within social finance, socially responsible investments (SRI) have been attracting the interest of
many economic agents in that they represent a useful financing tool from the viewpoint of firms and
an interesting investment opportunity for investors, including retail ones. Accordingly, the academic
literature adopts many different perspectives. To frame our contribution, we adopt the personal finance
perspective, from which the academic literature addresses a few related questions.

First, what are the drivers of social investors? An answer can be found by setting the issue in a
theoretical framework in which the individual’s utility function depends on both wealth and non-wealth
returns, the latter capturing the socially responsible dimensions of the decision. Among others, Bollen [9]
tests the differences in behaviour between investors in socially responsible (SR) mutual funds and
investors in conventional funds; the results are consistent with a multi-attribute utility function,
with investors not only looking at the risk-return trade-off but also gaining direct utility from the
socially responsible attributes of the funds—the so-called intrinsic motivation, that is, the value of
giving per se [10]. In the same spirit, Beal et al. [2] provide three non-exhaustive and non-exclusive
motivations for ethical investment: superior financial returns (consistent with traditional finance
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theory), non-wealth returns and social change. Based on the theoretical model of utility of wealth and
morality by Levitt and List [11] and using a natural field experiment, Deskeland and Pedersen [12]
show that wealth framing is more effective than moral framing in inducing investors to engage in SRI.
An experimental approach is also taken by Pasewark and Riley [13], who ask individuals to choose
between bonds issued by a tobacco company and bonds issued by a firm outside the tobacco industry
and conclude that the personal values of the investor affect the investment decisions.

A second issue addressed in the literature is the historical performance of SRI compared with
conventional investments and hence the potential existence of an “ethical penalty”. In this connection,
the literature is not univocal, given that a few studies find that SRI offers lower risk-adjusted returns and
others obtain the opposite conclusion. For instance, Renneboog et al. [14] find that SRI funds in European,
North American and Asia-Pacific countries underperform with respect to conventional ones, implying
that SRI investors pay a price for their socially responsible choice. On the other hand, Bauer et al. [15],
using a database of German, UK and US ethical mutual funds, do not find significant differences in
risk-adjusted returns between ethical and conventional funds. By contrast, Marti-Ballester [16] analyses
the biotechnology and healthcare sectors, finding out that SRI investments outperform traditional
mutual funds. However, recent evidence clearly underlines that their performance usually depends on
the market state; indeed, Dopierata et al. [17] evaluate the performance of Scandinavian climate-themed
funds, assessing the importance of geographical and industrial asset allocations.

Given the increasing interest in green bonds, recent studies focus on the determinants of the
higher premium of green bonds (e.g., Zerbib [5]; and, with a focus on China, Wang et al. [18]).

A related question is the willingness of investors to accept a lower return, should it be the case:
Renneboog et al.’s [14] review stresses that existing studies hint at but do not univocally prove the
willingness of agents to accept a lower return in exchange for social or ethical goals. Riedl and
Smeets [3] highlight social preferences as the main driver of investment in SRI despite the expectation
of a lower return. Rossi et al. [19] show that social investors are willing to pay a price to be socially
responsible rather than needing a little nudge, such as a gift; however, particularly at the intensive
margin, the stated demand for SRI funds is sensitive to the return penalty.

The third question in the literature concerns SRI investors” profile. Bauer and Smeets [20]
and Hoque et al. [21] provide evidence supporting high levels of social identification among
young, highly educated and low-wealth investors. The roles of gender and education are also
highlighted by Nilsson [22], who further shows that social investors are driven not only by altruistic
motives but also by the idea that ethical mutual funds have an average or better than average
performance. Hood et al.’s [23] recent study examined heterogeneities among socially conscious
investors, emphasizing the different preferences for social investments across gender, age, religion and
groups with different political affiliations.

Therefore, on the basis of a collaboration protocol between the University of Trento,
the Employment Agency of the Autonomous Province of Trento and ISPAT (the Statistical Office of the
Autonomous Province of Trento), we designed a survey to examine not only the financial behaviour
of savers but also the relationship between their behaviours, their local community and social issues.
To the best of our knowledge, no other study in the literature has taken this threefold perspective.

3. Contextual Framework

3.1. The Framework of Socially Responsible Finance

Socially responsible investments accounted for 2% of the total investments in Europe and amounted
to €158 billion in 2016, continuously increasing to a peak of 16% between 2015 and 2016 (Figure 1).
Unlike the market trend, the sector expanded throughout the economic downturn and immediately
after it. Sustainable financing is here to stay and is relatively substantial, amounting to a third of the
global GDP (Vigeo Eiris, http://vigeo-eiris.com/wp-content/uploads/2016/11/161020-Green-Social-and-
Ethical-funds-in-Europe-2016_Final-Compatibilit...-1.pdf, 2016).
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Figure 1. Socially responsible assets under management. Source: Vigeo Eiris (2016).

The Global Sustainable Investment Review [24] (http://www.gsi-alliance.org/wp-content/uploads/
2019/03/GSIR_Review2018.3.28.pdf) specifies the criteria applicable to sustainable investment according
to environmental, social and governance principles: (1) exclusion of securities from the investible
universe, (2) regulatory screening, (3) active stocks, (4) ESG integration, (5) selection of “best-in-class
securities, (6) sustainable investments (sustainability themed) and (7) impact investing (positive impact

”

investments). These criteria include ethical and other considerations, with an investment strategy that
is monitored for non-responsible behaviour and involves the selection of investments biased towards
sustainability, the latter having an intrinsic intertemporal dimension that is not limited to the short
term. However, exclusion remains the predominant factor in sustainable investments, with tobacco
and armaments being avoided by fund managers when deciding on investment options.

According to the Report of Consob [25] (http://www.consob.it/documents/46180/46181/rf2019.pdf/
b3al1763b-a869-4aca-8930-9ae370a0aa90) on the investment choices of Italians, SRI are still little known
by Italian investors, who reported in only 5% of cases that they have such products in their investment
portfolios. This is probably due to a scarce knowledge of SRIs: 40% of the respondents admitted to
having heard of them, but only 5% declared that they have good knowledge about them. Almost 40%
of the sample was estimated to be potentially interested in SRIs, while the lack of interest is attributable
to a dearth of savings for investment, not having received proposals on SRIs or mistrusting them.
The potential and effective demand for SRIs seems to be accentuated among the wealthier subjects
with a higher level of education and financial knowledge, sensitivity towards social issues and greater
attention to long-term performance.

3.2. Preferences stated for Social Issues

The Italians define themselves as generous towards other people. In fact, the well-being of others
and helping fellow citizens are considered important by the vast majority, as evidenced by the 2012
European Social Survey (ESS, 2012), where the respondents had to state whether they disagree or agree
with some statements. According to the survey, almost 80% identify with the idea that it is important
to help others and take care of them (see Table 1).

Table 1. Helping others and well-being.

For Me, It Is Very Important to Help the People around Me. I Like to Get Busy for Their Well-Being.

# Respondents % % Cumulative
Very much similar to me 372 40.57 40.57
Much similar to me 339 36.97 77.54
Quite similar to me 149 16.25 93.78
Not very much similar to 47 513 98.91
me
Not similar to me 8 0.87 99.78
Not at all similar to me 2 0.22 100.00
Total 917 100.00

Source: own elaborations based on the European Social Survey (ESS), 2012.
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How many of these statements translate into concrete action? The survey includes information
on voluntary activities, which can be interpreted as concrete action to care for others. Table 2 shows
lower percentages, albeit always significant. The majority of the respondents have never performed
voluntary work (56%), whereas about 30% have undertaken voluntary work for one semester.

Table 2. Actions to care for others.

In the Last 12 Months, How Frequently Have You Attended Voluntary or Charity Events?

# Respondents % % Cumulative

At least once a week 62 6.53 6.53

At least once a month 75 7.89 14.42
At least every three months 69 7.26 21.68
At least every six months 71 7.47 29.16
More rarely 137 14.42 43.58
Never 536 56.42 100.00

Total 950 100.00

Source: own elaborations based on the ESS, 2012.

If we look at the gender dimension, participation in voluntary activities is more common among
men (49% of men versus 39% of women), probably because men have more free time than women,
who still spend a lot of time on housework (the highest number of hours in Europe, as found by Della
Giusta [26]).

Time spent on voluntary work is matched with donations of money, both aiming to increase the
welfare of others without personal gain. With donations, involvement in the financed activity is often
long distance and the recipient is not known directly. With the same purpose, the dimension of time,
through volunteering, joins the monetary dimension through monetary donations: both are aimed at
increasing the well-being of others without any personal reward. For monetary donations, individual
involvement in the subsidized activity is often remote, targeting realities that are not directly known.

Currently, there is an increasing trend to donate locally in terms of both the collection and the
employment of funds. Crowdfunding is a significant example. The purpose of crowdfunding may be
to finance or donate to cultural or social projects almost/entirely without returns. Unlike conventional
donations, crowdfunding is aimed at well-defined projects that are clearly explained to potential
investors. The sum needed is publicized together with the proposal, and the project in question is
financed only if the stated amount is reached. Donor involvement is increased by the fact that the
place and activity are specified in the description (for example, the refurbishment of an abandoned
building). Remuneration is often symbolic, as in the case of a gadget, although proportional to the
donation. The numbers of people participating in crowdfunding are steadily increasing.

A new sector with a promising future is that of socially responsible savings. Unlike crowdfunding,
ethical savings are a conventional product that presupposes a part to be returned. They constitute a
“suboptimal” product compared with those on the market, deliberately and transparently offering
reduced gains for the purpose clearly stated in the specifications. When buying an ethical product,
the investor is well aware that this implies reduced gains. An example of an ethical and socially
responsible product is the acquisition of social bonds, which only recently appeared on the market in
Italy but are rapidly gaining in popularity.

Social bonds have both the characteristics of a classic financial product and a transfer component
linked to a project known ex ante by the underwriter. Social bonds therefore contain both the non-profit
and the traditional dimensions. Like the non-profit sector, which has increased by 40% considering the
associated activities and workers, social bonds have grown by almost twenty times in three years (ECF
Frankfurt (Germany), 2018) (https://www.ecb.europa.eu/paym/groups/pdf/bmcg/180206/2018-02-06_-_
BMCG_-_Item_3_-_Update_on_the_green_and_social_bond_market_-_ICMA.pdf).
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It is useful to remember that such explosive growth takes place in spite of the fact that the financial
product performs at below-market yield, thus being sub-optimal as an investment. As shown in
Figure 2, the yield can in fact be lower than that of conventional bonds by as much as 4 percentage
points. If we look at the European framework, the difference in performance between conventional
and green or social bonds has reached almost 4 percentage points (with the European Investment Bank
as the issuing bank), while the minimum yield differential has been about 0.3 percentage points for the
NRW Bank or 0.02 percentage points in the recent study by [5].

EUR: average spread difference of green/social bonds
vs conventional bond curves (bp)

0
-1
2
3

-4
KFW EIB BNG NEDWBK NRW NRWBK

Source; Bloomberg, Crédit Agricole CI8

Figure 2. Green/social bonds versus conventional bonds issued by the same institution in EUR
(2013-2017). Source: Bloomberg, Crédit Agricole CIB.

4. Data

For the empirical analysis, we use an “omnibus” survey conducted by ISPAT, the Statistical Office
of the Autonomous Province of Trento, specialized in promoting and coordinating the production
and dissemination of statistics of interest to the provincial administration; it also carries out studies,
censuses, surveys and statistical elaborations. On the basis of a collaboration protocol between the
University of Trento, the Employment Agency of the Autonomous Province of Trento and ISPAT,
we designed a special module with questions that enrich the data set with new information on social
attitudes towards savings. Respondents are members of a survey conducted by ISPAT. Interviews are
usually carried out by telephone. This method of interviewing is known as CATI (Computer Assisted
Telephone Interviewing). The survey was delivered during spring 2019 and covers a representative
sample of 1073 adult individuals of Trento, half of whom are female. A random sample of telephone
numbers relating to families residing in Trentino was extracted. An average of three reserves were
available for each name. A total number of 1061 valid interviews have been carried out, by randomly
selecting the adult person to be interviewed within the family, using the "birthday" method, that is,
choosing the adult whose birthday appears to be the most recent with respect to the day of the interview.
A faithful copy of the questionnaire, originally administered in Italian, translated into English is
reported in Appendix B.

The administered questionnaire focuses on ascertaining the orientation towards investments with
a social component. Given that the Italian savings rate is still consistent, it is interesting to explore
whether there is a latent component of savers who would turn towards investments with a high social
content, making a visible impact in the context of the community to which they belong.

Half of the sample, around 53% of respondents, declared that they were not saving
(Table 3). The attitude towards saving differs substantially according to the respondents” age group,
with individuals in the middle of their life cycle tending to accumulate the most, as the life cycle theory
predicts. Among those who save, the highest percentage is found in individuals aged between 33 and
65 years old (343 respondents).
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Table 3. Attitude towards savings.

Has Your Family Managed to Percent Values
Save In the Last 12 Months? 18 to 32-y.0. 33 to 65-y. o. 66 and Over Does Not Say Total
YES 46.4 359 412 0.0 339
NO 53.6 64.1 58.8 100.0 52.9
(does not know, does not say) 20.8 11.0 19.3 300.0 13.1
TOTAL 100.0 100.0 100.0 100.0 100.0

Note: 1073 total observations.

Of the respondents, 13% declared that they knew about crowdfunding (141 individuals),
a phenomenon that is on the rise but still unknown to most. Of the 141 individuals who knew
about crowdfunding, only 35 donated money while 9 invested money. If we compare this with the
numbers for donations in general, they are much more present in the habits of Trentino people. In fact,
the percentage of those who made at least one donation stood at around 30% (316 respondents),
against the 35 people who donated through crowdfunding (Table 4a,b).

Table 4. (a) Monetary donations. (b) Monetary donations through crowdfunding.

(a)
In the Last 12 Months, Have You or A Member Percent Values
of Your Family Made A Monetary Donation?
YES 29.5
NO 61.7
(does not know, does not say) 8.9
TOTAL 100.0

Note: 1073 total observations.

(b)

Have You or A Member of Your Family Ever
Donated Money Through Crowdfunding?
For Instance, for A Project Without Monetary Percent Values
Returns, Concerning A Book, A Documentary,
the Restoration of a Historic Building?

YES 24.8

NO 72.3

(does not know, does not say) 2.8
TOTAL 100.0

The crowdfunding phenomenon mainly concerns those who are of working age, without great
differences in percentage terms between the youngest (under 33 years) and those in the range from 33
to 65 years old. Looking at the dimensions of gender, education and preferences (Table 5a,b) regarding
socially responsible saving, we found that, while no significant differences are found in gender, 20% of
the better-educated respondents have heard of, and know about, crowdfunding (the exact wording of
the question was: “Have you ever heard of crowdfunding, in other words of raising funds through
internet websites to support cultural, social or financing projects in the form of straight donations or
yielding financial returns?”) whereas only 8% of those with below secondary education diplomas are
acquainted with crowdfunding. The education level is positively correlated with the income level,
so the implicit link highlighted could be income related. Unfortunately, ISPAT did not provide us with
any detailed information about income (due to a strict privacy policy), so education represents the
only source of a proxy for income.
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Table 5. (a) Crowdfunding knowledge differentiated by education. (b) Crowdfunding knowledge
differentiated by gender.

(a)
Percent Values
8 to Vocational Grag\f;::ag d Does Not Say Total
Training
Beyond
YES 8.2 20.3 4.8 13.1
NO 86.2 76.1 52.4 81.4
(does not know, does not say) 5.6 3.6 429 55
TOTAL 100.0 100.0 100.0 100.0
Note: 1073 total observations.
(b)
Have You Ever Heard of Percent Values
Crowdfunding? Males Females Total
YES 14.2 12.1 13.1
NO 80.1 82.6 814
(does not know, does not say) 5.7 5.3 55
TOTAL 100.0 100.0 100.0

Note: 1073 total observations.

Interest in Social Savings in the Trento Area

Interesting results emerge from observing the percentage of individuals who declare themselves
to be interested in an “ethical” product, that is, a type of investment that yields no returns for investors
but the gains of which are invested in a project with a social background for the community (the exact
wording referring to the financial product in question was as follows: “For Product B, with zero yield,
the issuing institution will use the resulting interest, i.e., the €100, to finance a project for the benefit of
the community, e.g., a grant to the local poor, a subsidy to the disabled, the extension of a hospital,
etc.”). In fact, 32.5% of the sample declared themselves to be in favour of such investments compared
with investing in conventional products. The exact wording of the question was as follows:

“Supposing that €10,000 of your financial assets (real estate excluded) are invested in a yearly
savings account. There are two investment options:

Product A, conventional, paying interest of 1% (€100 after one year). Product B, in which you will not
receive any interest, but the issuing institution will use the “missed” interest, that is, the €100, to finance
a project for the benefit of the community, (e.g., a grant to the local poor, a subsidy for the disabled,
the extension of a hospital, etc.). How much of the €10,000 would you invest in these two products?”

The possible answers were: (1) all in product A, (2) half in A and half in B and (3) all in B. We also
offered the option of “not investing anything” as well as the option of not responding.

The question clearly highlighted the inferiority of the “generous” product. Nonetheless,
the majority of would-be investors would opt for the social product, even at a loss, compared with the
market returns (about 30%). The absolute majority of the sample denoted a lack of interest: about 30%
would not invest at all, while 20% did not answer, indicating that maybe a segment of the sample was
not even interested in associating philanthropy at the local community level with financial products.

5. Empirical Analysis and Results

To move beyond the detailed descriptive statistics provided in the previous section, we performed
an empirical analysis to assess the determinants of some of the above aspects, such as the propensity to
donate or the propensity to invest in ethical products (the main objective of this study).
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We estimated the following equation:
Y, =aX;+e¢€; (€))]

where the dependent variable is a set of dummy variables, explained below, while the vector of
regressors X is a set of sociodemographic variables that were available in the survey. Given the binary
nature of the variables, we estimated Equation (1) using probit maximum likelihood.

The main variables of interest used as dependent variables are the following:

e Knowledge of crowdfunding

e  Donations through crowdfunding

e Investments through crowdfunding

e Have donated

e Havesaved

e  Propensity to save in the future

e  Preference for investing in ethical products

All the dependent variables were constructed as dummy variables that assume the value 1 when
the respondent answers the question in the survey positively and 0 otherwise. For the variable
“Preference for investing in ethical products”, the dummy takes the value 1 when the individual
answers that he or she is willing to invest everything in Product B (see Table 6 for details). A detailed
description of each variable can be found in the Table Al in Appendix A.

Table 6. Interest in ethical products.

Finally, supposing you invest €10,000 of your assets (real estate
excluded) in a yearly savings/deposit account. Two investment
options were considered:

Product A, conventional, implying a 1% interest gain (€100 interest
after one year)

Product B, zero yield, but the issuing institution will use the resulting
interest, i.e., the €100, to finance a project for the benefit of the
community, e.g., a grant to the local poor, a subsidy to the disabled,
the extension of a hospital...). How much of the €10,000 would you
invest in these two products?

Percent values

All in product A, yielding €100 of interests 8.9
Half in A and half in B, receiving €50 in interests 8.4
All in B, yielding zero interest, the entire gain being devolved to a
. .. . 325
project benefiting the community

Would not invest 29.5

(does not know, does not say) 20.8
TOTAL 100.0

Note: 1073 total observations.

We used as the main explanatory variables demographic controls such as gender, education level
and age. They were constructed as follows:

e  Female: a dummy variable that takes the value 1 for female individuals and 0 otherwise;

e  Higheduc: a dummy variable with the value 1 if the individual has an education level equal to
“diploma, degree level or above”;

e Eta_*: dummy variables based on the age of the respondents (expressed through categories); in
detail, there are three classes: 18 to 32 years old, 33 to 65 years old and 66 and above (age_1, age_2
and age_3, respectively).
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All the results are reported in Table 7 (each column corresponds to a different dependent variable;
we also performed an OLS estimation, the results of which are available on request). Overall, the results
appear to be consistent with the existing literature, pointing to a positive link between interest in SRI
products and education level (Nilsson [22] and Consob Report [25]). Indeed, the results show that a
higher level of education has a positive impact on the knowledge of crowdfunding; this could mean
that the most educated individuals are likely to be better informed (first column of Table 7). Let us
specify that crowdfunding has been included among the different possibilities of financial products
with donations, as crowdfunding can consist of equity, peer-to-peer lending and donations. The latter
is actually the biggest actor in crowdfunding. For this reason, we wanted to include crowdfunding, as it
specifically associates the money invested and the goal that it aims to fund, which is the common feature
with the social bond, in line with our previous paper focused on the Netherlands [19]. Education is the
closest proxy to income in the data, which provide no information on income, either in interval or in
absolute values. The positive impact of education is also significant in terms of donations through
crowdfunding; moreover, the female gender has a negative impact (second column of Table 7).

Table 7. Empirical Results.

Preference for

Knowledge.of ?ﬁ;ﬁ;ﬁ Have Saved Prop'ensity to Invest'ing in
Crowdfunding Crowdfundi Save in Future Ethical
rowdfunding Product
Female 0.0047 —0.0194 * —0.0806 *** -0.0279 0.0449
(0.0214) (0.0110) (0.0306) (0.0290) (0.0307)
Higheduc 0.1174 *** 0.0274 ** 0.0470 0.0885 *** 0.0047
(0.0236) (0.0121) (0.0322) (0.0304) (0.0318)
33-65 0.0053 0.0012 -0.0115 0.0054 —0.0867 **
(0.0267) (0.0125) (0.0414) (0.0387) (0.0407)
66 and over -0.0216 -0.0028 0.0236 0.0381 —0.2044 ***
(0.0313) (0.0155) (0.0493) (0.0471) (0.0399)
N 1069 1069 1069 1069 1069

Probit estimation models. Marginal effects reported. Standard errors in parentheses. * p < 0.10; ** p < 0.05; *** p < 0.01.

As for having invested through crowdfunding or donated a sum of money, there is no significant
evidence. However, it should be stressed that the number of answers and positive answers for these
questions was quite small. Furthermore, as proposed in the work by Marchegiani [27], crowdfunding
could represent a cultural and creative chance, because people, once exposed to the issues of social
savings, do want to contribute independently of the monetary returns.

Analysing the results in the third column of Table 7, there is a negative impact linked to the
gender of the individuals on their savings; therefore, women tend to save less than men. A possible
explanation for this could also be related to work: women tend to work less than men, and this could
have an impact on their savings. This result is in line with the existing literature that suggests that
women tend to save less if, for example, there are diseconomies in the marriage [28]. As regards the
propensity to save in the future (the fourth column of Table 7), it appears that the only relevant variable
is the level of education, which can probably be interpreted in light of greater earning prospects.

Finally, the most interesting result is probably that in the last column of Table 7. The table shows
the regression results, in which the dependent variable is a dummy that assumes the value 1 if the
individual is deeply interested in investing everything in a product defined as “ethical” or a product
that does not give a return but that contributes to a project for the community. Age is another crucial
factor: it can in fact be noted that the categories of respondents aged between 33 and 65 years and
66 years and over are those that tend to invest less in ethical financial products: this could simply
indicate that older people probably tend to prefer more traditional products than the “younger”
categories. An explanation for this evidence could be an implicit medium-long-term characteristic
of investments which, apart from financial characteristics, also include ethical and, more generally,
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sustainable products. The results in this case also prove to be coherent with the national findings
indicated in the Consob Report [25]: among the individual traits of SRI investors, sensitivity towards
social issues is not the only noticeable aspect; a greater orientation towards long-term performance is
also apparent.

The analysis would certainly benefit from income-related variables; however, we are aware that
data on income and wealth are usually missing in the responses. It would also be extremely important
to clarify which kinds of projects make the investors more interested in a social bond, for a better
tailoring of the financial product.

6. Conclusions

We reviewed socially responsible financing from the viewpoint of savers and their social
preferences. In particular, we examined not only the financial behaviour of savers but also the
relationship between their behaviours, their local community and social issues. Our analysis offers
an important and innovative look at the reality of our country, based on the administration of a
questionnaire to a representative sample of the adult population of Trentino. The empirical evidence
shows that savers are very keen on ethical investments, to the point of preferring them to their
conventional equivalents.

Our analysis confirms that the intermediate age group (the under 65s) and a higher education
level have a positive impact on the knowledge of crowdfunding and a propensity to save in the future.
Furthermore, people are deeply interested in investing as much as possible in ethical products, that is,
those that do not yield interest but that contribute to social projects that benefit the local community.

From a policy standpoint, the next step should therefore be to initiate and promote more
vigorously the meeting between the demand and the supply of this type of financial products,
to identify social needs and projects aimed at matching the characteristics and the key points for
community strengthening. Suitable policy design interventions must be applied to build the framework
necessary for this type of investments, removing or at least smoothing out any obstacles to operations
to favour their progressive development.

For many reasons, it seems to us that social and welfare policies and the labour market offer
significant opportunities. In fact, socially motivated local operators and public entities with a duty
to protect the vulnerable members of society should facilitate the selection of shared-content social
projects and enhance the opportunities for matching the demand with the offer.

Furthermore, our results also have policy implications for the financial industry, where the
existence of such products can help financial advisors to accomplish their clients” financial and social
preferences in a setting where household investors have a deep community commitment. Our results
are based on a questionnaire administered to a representative sample of the adult population of
Trentino, which, as Gambardella et al. [6] stress, “is a region with a strong sense of independence and
socio-typical traits that make it a breeding ground for innovations that often anticipate and spark
developments on the national scene”.

Although Trento area is the region with the highest potential for social bonds, given the high level
of wealth as well as the high propensity to donate compared to the rest of the country, it would be
worth exploring, from a policy standpoint, the latent demand for social products in the country as a
whole. This would allow us to estimate the potential of the demand for social bonds at the country
level. An additional point to be further developed is the determination of the area of programme
interventions where people are more willing to invest. Matching the most interesting projects for
investors with the highest possible impact for the community would be the ultimate goal. All in all,
our results indicate a route to promote private-public partnerships to address community problems.
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Appendix A

Table A1. Description of variables.

Main Variables Description

Dummy variable indicating if the respondent has
ever heard of crowdfunding.
Dummy variable indicating if the respondent or a
Donations through crowdfunding member of the family made a monetary donation
through crowdfunding in the last 12 months.
Dummy variable indicating if the respondent or a
Investments through crowdfunding member of the family made a monetary donation in
the last 12 months.
Dummy variable indicating if the respondent or a
Have donated member of the family made a monetary donation in
the last 12 months.
Dummy variable indicating if the family managed to
save in the last 12 months.
Dummy variable indicating if the family will be able
to save in the next 12 months.
Dummy variable indicating whether the respondent
Preference for investing in ethical products would invest all in a product whose entire gain is
devolved to a project benefiting the community.
Dummy variable indicating whether the respondent

Knowledge of crowdfunding

Have saved

Propensity to save in future

Female

is a female.
Dummy variable indicating an individual with an
Higheduc educational level equal to “diploma, degree level
or above”.
Eta_1 Dummy variable indicating a respondent 18-32 y.o.
Eta_2 Dummy variable indicating a respondent 33-65 y.o.
Dummy variable indicating a respondent 66 y.o.
Eta_3
and above.
Appendix B
SURVEY (The original survey was administered in Italian.)
a. Have you ever heard about crowdfunding? Put differently, crowdfunding is a collection of

money through the web to fund projects such as cultural events, projects with a social target and
donations, with or without a monetary return.

i Yes
ii. No
iii. I don’t know/Don’t want to answer
b.  Have you, or a member of your family, ever donated a sum of money through crowdfunding?

For example, for a project without a monetary return regarding a book, a documentary,
the renovation of a historic building, ... ?
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ii.

i Yes
ii. No
iii. I don’t know/Don’t want to answer

For what kind of project?

i. Cultural
ii. Social
iii. Other

Have you, or a member of your family, ever invested money in crowdfunding, for example to
invest in a project that can yield a monetary return?

i Yes
ii. No
iii. I don’t know/Don’t want to answer

Did you invest in:

i. Equity crowdfunding, i.e., by contributing with your own financing, through an online
platform, to the capital of a company and therefore having a return. (Example of
platforms: https://www.crowdfundme.it; https://mamacrowd.com)

ii. Crowdfunding loan, which is a loan between private individuals, with yield. (Example of
platforms: Smartika.it; prestiamoci.it)

iii. I don’t know, I don’t want to answer

During the last 12 months, have you, or any member of your family, made any charity donation?

i. Yes
ii. No
iii. I don’t know, I don’t want to answer

Have you or a family member been able to put aside some money in the past 12 months?

i. Yes
ii. No
iii. I don’t know, I don’t want to answer

Do you believe your family would be able to put aside some money in the next 12 months?

i. Yes
ii. No
iii. I don’t know, I don’t want to answer

Now suppose you have 10,000 euro to invest out of your financial wealth (i.e., net out of your real
estate assets) in a saving account/deposit for a year. You have two possible investment decisions:

Product A. Traditional saving account with 1% return (i.e., 100 euro after one year)

Product B. You will receive no monetary return, but the foregone return (1% of your capital
i.e., 100 euro) is invested into a community project (such as a pro-poor community project,
like enhancing a hospital). How much of your 10,000 euro would you invest in these
two products?

All in product A, getting 100 euro in return
Half in product A and half in product B, receiving 50 euro of interest


https://www.crowdfundme.it
https://mamacrowd.com)
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ii.

all in product B, getting no monetary return but devolving the implicit return to the community

iv. I would not invest at all

V. I don’t know/I don’t want to answer

References

1. United Nations Organization. Agenda 2030. Available online: https://sustainabledevelopment.un.org/
content/documents/21252030%20Agenda%?20for%20Sustainable%20Development%20web.pdf (accessed on
20 May 2020).

2. Beal, D.J.; Goyen, M.; Philips, P.; Phillips, P.J. Why Do We Invest Ethically? ]. Invest. 2005, 14, 66-78.
[CrossRef]

3. Riedl, A.; Smeets, P. Why Do Investors Hold Socially Responsible Mutual Funds? ]. Financ. 2017, 72,
2505-2550. [CrossRef]

4.  In,S.Y,; Monk, A.H.B.; Park, K.Y. Is being green rewarded in the market? An empirical investigation of
decarbonization and stock returns. In Stanford Global Project Center Working Paper; Stanford University:
Stanford, CA, USA, 2019.

5. Zerbib, O.D. The effect of pro-environmental preferences on bond prices: Evidence from green bonds.
J. Bank. Financ. 2019, 98, 39-60. [CrossRef]

6.  Rossi, M.C.; Gambardella, D.; Salomone, R. Social finance as a public policy instrument. CeRP WP 2018, 178, 18.

7. Rizzi, F; Pellegrini, C.; Battaglia, M. The structuring of social finance: Emerging approaches for supporting
environmentally and socially impactful projects. J. Clean. Prod. 2018, 170, 805-817. [CrossRef]

8. Lehner, O.M. Routledge Handbook of Social and Sustainable Finance; Informa UK Limited: Colchester, UK, 2016.

9. Bollen, N.P.B. Mutual Fund Attributes and Investor Behavior. J. Financ. Quant. Anal. 2007, 42, 683-708.
[CrossRef]

10. Ariely, D.; Bracha, A.; Meier, S. Doing good or doing well? Image motivation and monetary incentives in
behaving prosocially. Am. Econ. Rev. 2009, 99, 544-555. [CrossRef]

11.  Levitt, S.D.; List, ].A. What Do Laboratory experiments measuring social preferences reveal about the real
world? J. Econ. Perspect. 2007, 21, 153-174. [CrossRef]

12.  Deskeland, T.; Pedersen, L.]J.T. Investing with brain or heart? A field experiment on responsible investment.
Manag. Sci. 2016, 62, 1632-1644. [CrossRef]

13. Pasewark, W.; Riley, M.E. It’s a matter of principle: The role of personal values in investment decisions.
J. Bus. Ethic 2009, 93, 237-253. [CrossRef]

14. Renneboog, L.; Ter Horst, J.; Zhang, C. Socially responsible investments: Institutional aspects, performance,
and investor behavior. J. Bank. Financ. 2008, 32, 1723-1742. [CrossRef]

15. Bauer, R.; Koedijk, K.; Otten, R. International evidence on ethical mutual fund performance and investment
style. J. Bank. Financ. 2005, 29, 1751-1767. [CrossRef]

16. Marti-Ballester, C. Financial performance of sdg mutual funds focused on biotechnology and healthcare
sectors. Sustainability 2020, 12, 2032. [CrossRef]

17.  Dopierala, L.; Mosionek-Schweda, M.; Ilczuk, D. Does the asset allocation policy affect the performance of
climate-themed funds? Empirical evidence from the scandinavian mutual funds market. Sustainability 2020,
12, 654. [CrossRef]

18. Wang, Q.; Zhou, Y,; Luo, L.; Ji, J. Research on the factors affecting the risk premium of China’s green bond
issuance. Sustainability 2019, 11, 6394. [CrossRef]

19. Rossi, M.; Sansone, D.; Van Soest, A.; Torricelli, C. Household preferences for socially responsible investments.
J. Bank. Financ. 2019, 105, 107-120. [CrossRef]

20. Bauer, R.; Smeets, P. Social identification and investment decisions. J. Econ. Behav. Organ. 2015, 117, 121-134.
[CrossRef]

21.  Junkus, J.C,; Berry, T.C. The demographic profile of socially responsible investors. Manag. Financ. 2010, 36,
474-481. [CrossRef]

22. Nilsson, ]. Investment with a conscience: Examining the impact of pro-social attitudes and perceived financial
performance on socially responsible investment behavior. J. Bus. Ethic 2007, 83, 307-325. [CrossRef]

23.  Hood, M.; Nofsinger, ].R.; Varma, A. Conservation, Discrimination, and Salvation: Investors” Social Concerns

in the Stock Market. J. Financ. Serv. Res. 2013, 45, 5-37. [CrossRef]


https://sustainabledevelopment.un.org/content/documents/21252030%20Agenda%20for%20Sustainable%20Development%20web.pdf
https://sustainabledevelopment.un.org/content/documents/21252030%20Agenda%20for%20Sustainable%20Development%20web.pdf
http://dx.doi.org/10.3905/joi.2005.580551
http://dx.doi.org/10.1111/jofi.12547
http://dx.doi.org/10.1016/j.jbankfin.2018.10.012
http://dx.doi.org/10.1016/j.jclepro.2017.09.167
http://dx.doi.org/10.1017/S0022109000004142
http://dx.doi.org/10.1257/aer.99.1.544
http://dx.doi.org/10.1257/jep.21.2.153
http://dx.doi.org/10.1287/mnsc.2015.2208
http://dx.doi.org/10.1007/s10551-009-0218-6
http://dx.doi.org/10.1016/j.jbankfin.2007.12.039
http://dx.doi.org/10.1016/j.jbankfin.2004.06.035
http://dx.doi.org/10.3390/su12052032
http://dx.doi.org/10.3390/su12020654
http://dx.doi.org/10.3390/su11226394
http://dx.doi.org/10.1016/j.jbankfin.2019.05.018
http://dx.doi.org/10.1016/j.jebo.2015.06.006
http://dx.doi.org/10.1108/03074351011042955
http://dx.doi.org/10.1007/s10551-007-9621-z
http://dx.doi.org/10.1007/s10693-013-0162-6

Sustainability 2020, 12, 8363 15 of 15

24.

25.

26.

27.

28.

GSIA. 2018 Global Sustainable Investment Review. Available online: http://www.gsi-alliance.org/wp-content/
uploads/2019/03/GSIR_Review?2018.3.28.pdf (accessed on 20 May 2020).

Consob. Rapporto 2019—Le Scelte Di Investimento Delle Famiglie Italiane. Available online: http:
/[www.consob.it/web/area-pubblica/rf2019 (accessed on 20 May 2020).

Della, G. Lavori Domestici. Tempo Di Darci Un Taglio. Available online: http://www.ingenere.it/articoli/
lavori-domestici-tempo-di-darci-un-taglio(accessed on 20 May 2020).

Marchegiani, L. From Mecenatism to crowdfunding: Engagement and identification in cultural-creative
projects. J. Heritage Tour. 2017, 13, 143-151. [CrossRef]

Grossbard, S.A.; Pereira, A.M.; Grossbard, S. Will Women Save more than Men? A Theoretical Model of
Savings and Marriage. In CESifo Working Paper Series 3146; CESifo: Munich, Germany, 2010.

® © 2020 by the authors. Licensee MDPI, Basel, Switzerland. This article is an open access
@ article distributed under the terms and conditions of the Creative Commons Attribution

(CC BY) license (http://creativecommons.org/licenses/by/4.0/).


http://www.gsi-alliance.org/wp-content/uploads/2019/03/GSIR_Review2018.3.28.pdf
http://www.gsi-alliance.org/wp-content/uploads/2019/03/GSIR_Review2018.3.28.pdf
http://www.consob.it/web/area-pubblica/rf2019
http://www.consob.it/web/area-pubblica/rf2019
http://www.ingenere.it/articoli/lavori-domestici-tempo-di-darci-un-taglio
http://www.ingenere.it/articoli/lavori-domestici-tempo-di-darci-un-taglio
http://dx.doi.org/10.1080/1743873X.2017.1337777
http://creativecommons.org/
http://creativecommons.org/licenses/by/4.0/.

	Introduction 
	Literature Framework 
	Contextual Framework 
	The Framework of Socially Responsible Finance 
	Preferences stated for Social Issues 

	Data 
	Empirical Analysis and Results 
	Conclusions 
	
	
	References

