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Motivation

Sustainable investing is seen as a mechanism to curb negative externalities (Pástor
et al., 2021; Broccardo et al., 2020; Heinkel et al., 2001; Pedersen et al., 2020;
Oehmke and Opp, 2019).

There are investors with pro-social preferences (Riedl and Smeets, 2017;
Hartzmark and Sussman, 2019).

...and a willingness-to-pay, (WTP) for sustainability (Barber et al., 2021; Bauer
et al., 2021).
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Research Question

Theoretical models assume pro-social investors are consequentialists.

Investors deliberately trade off financial wealth with impact.
Impact = positive externality of an investment.

In charitable giving and public good valuation, individuals often exhibit scope
insensitivity.

Donors respond to the presence of impact, but not to its extent (Hsee and
Rottenstreich, 2004)
Similar WTP to save 2000 or 200’000 birds (Desvousges et al., 1992)
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Research Question

Research Question
How does investors’ WTP for sustainable investment products respond to the impact of
these products?
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Approach: Pre-Registered Framed Field Experiment

Participants:

Panel of 500+ experienced private investors (provided by VEB)

Unique panel of 100+ (U)HNWI dedicated impact investors.

Design:

Choice between two investments: one with impact and one without impact.

We vary the amount of impact of the investment between subjects.

Key variables:

Independent variable: Impact (tCO2 emissions saved with investment)

Dependent variable: WTP for the sustainable investment option (up-front fee)

Incentivized, consequential decisions:

Real investment of EUR1,000 for 10 participants (randomly selected)

Real impact: We realize CO2 offsets according to fund’s impact
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Experimental Design

Low Impact Treatment
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Main Result: WTP Does Not Respond to Impact

Substantial WTP for investments with impact (p<0.001, Mann-Whitney).

Amount of impact does not (significantly) affect WTP (p=0.265, Mann-Whitney).

Inconsistent valuations per unit of impact (p<0.001, Mann-Whitney).
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Robustness: Can Our Setup Pick Up Sensitivity?

We can measure investors sensitivity to past return. (p<0.001, Mann-Whitney,
n=89)
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Further Robustness Checks

Risk and Return Expectations are not significantly different between the
treatments

95% remember the exact level of impact.

Investors correctly identify the HighImpact treatment as a more meaningful
impact (p = 0.003, Mann-Whitney).

Investors have a realistic cost estimate of saving CO2 emissions (average:
EUR98.55/tCO2).

A replication with students shows the same results, before and after Covid.
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Possible Explanations for the Insensitivity

1 The role of experience: Are dedicated impact investors sensitive to impact
information?

2 The role of comparability: Are investors sensitive when options are
evaluated side by side?

3 The role of emotions: To what extent can the emotional response (warm
glow) explain WTP?
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The Role of Experience

Replication with a sample of dedicated impact investors (n=125)

Also this group is not sensitive to the amount of impact
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The Role of Comparability

High Impact Range Treatment
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The Role of Comparability

Comparability increases sensitivity.

But the choice set has a strong influence on WTP.
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The Role of Emotions

Emotions are positive, but unaffected by treatment

Mean Positive Emotions [-10,10] Mann–Whitney U test
LowImpact HighImpact (HighImpact = LowImpact)

Private Investors 6.1 6.5 p = 0.121
Impact Investors 7.8 6.9 p = 0.209
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Effect of Emotions on WTP

WTP/ti = Emotionsi + CostEstimatei + ImpactTreatmenti + εi

Model 1 Model 2
Private Investors Impact Investors

(1) (2)
WTP/t CO2 WTP/t CO2

Positive emotions 4.34∗∗∗ 3.41∗∗

(0.97) (1.23)
Estimated cost of saving a ton of CO2 0.03 −0.01

(0.03) (0.01)
Treatment −77.73∗∗∗ −86.58∗∗∗

(7.14) (8.92)
Constant 56.25∗∗∗ 74.92∗∗∗

(8.15) (11.80)

R2 0.42 0.49
Observations 195 117

Suggests that decisions are driven by emotional evaluation.
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Conclusion

Investors have a substantial WTP for sustainable investments.

WTP does not respond to the absolute level of impact.

Experience does not increase sensitivity.

WTP responds with comparability, but is strongly affected by the choice set.

Emotions drive individual WTP.

A consistent explanation is: WTP is driven by positive emotions about having impact,
not impact itself.

Conclusion: Investors care about impact. But they do not act like consequentialists,
rather like warm glow optimizers.

Heeb, Kölbel, Paetzold & Zeisberger Do Investors Care About Impact? AFA, 2022 16 / 35



Contributions

Investor decisions and pro-social preferences

We suggest to view of pro-social investors as warm glow optimizers.
Consistent with Riedl and Smeets (2017), also Hartzmark and Sussman
(2019).

Asset pricing and pro-social preferences

Our findings question the assumption of rational trade-offs between financial
wealth and impact.
Models may need to account for warm glow and choice set dependency.

Concurrent Working Papers on WTP

Bonnefon et al. (2019) and Brodback et al. (2021) suggest there is a linear
relationship between WTP and impact.
We believe this can be reconciled. Scope insensitivity usually emerges for
non-monetary goods.
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Implications

Risk that sustainable investing has less impact than expected.

Asset managers have incentives to optimize their offering for warm glow not for
impact.

Potential solutions:

Design labels so that maximum warm glow coincides with maximum impact
State impacts in monetary units
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Thank you for your attention!
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Tabulated Results Main Experiment (Table 2)

Table: Detailed Results Main Experiment

Mean Values Mann–Whitney U test
LowImpact HighImpact (HighImpact = LowImpact)

(n = 97) (n = 99)

Experimental Results
WTP (e) 42.49 48.78 p = 0.363
WTP/Impact (e/tCO2) 81.25 8.38 p < 0.001

Post-experiment Survey Results
Risk expectations [-10,10] -0.526 -0.051 p = 0.382
Return expectations [-10,10] -0.312 -0.707 p = 0.348
Positive emotions [-10,10] 6.134 6.465 p = 0.121
Perceived investment impact [-10,10] 4.089 5.488 p = 0.003
General relevance impact [-10,10] 3.643 4.276 p = 0.142
General relevance impact level [-10,10] 2.474 2.896 p = 0.457
Estimated cost of saving CO2 (e/tCO2) 94.55 102.43 p = 0.658
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Tabulated Results Impact Investors (Table 4)

Table: Detailed Results Impact Investors

Mean Values Mann–Whitney U test
LowImpact HighImpact (HighImpact = LowImpact)

(n = 59) (n = 59)

Experimental Results
WTP (e) 48.38 49.64 p = 0.767
WTP/Impact (e/tCO2) 0.98 9.93 p < 0.001

Post-experiment Survey Results
Risk expectations [-10,10] 0.678 0.593 p = 0.991
Return expectations [-10,10] 0.169 0.254 p = 0.952
Positive emotions [-10,10] 7.797 6.864 p = 0.209
Perceived investment impact [-10,10] 3.898 5.085 p = 0.314
General relevance impact [-10,10] 6.158 6.158 p = 0.820
General relevance impact level [-10,10] 5.763 4.746 p = 0.182
Estimated cost of saving CO2 (e/tCO2) 404.57 291.47 p = 0.258
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Censored WTP (Table A.3)

Table: Main results excluding investors with censored WTPs

Mean values Mann-Whitney U test
LowImpact HighImpact (HighImpact = LowImpact)

(n = 81) (n = 74)

WTP (e) 30.24 28.22 p = 0.903
WTP / Impact (e/tCO2) 60.48 5.64 p = 0.001
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Before and after COVID (Table A.4)

Table: WTP before and after the onset of the Covid-19 crisis

Mean values Mann-Whitney U test
LowImpact HighImpact (HighImpact = LowImpact)

September 2019
N 159 152
WTP (e) 27.64 29.82 p = 0.533
WTP / Impact (e/tCO2) 55.28 5.96 p < 0.001

September 2020
N 119 123
WTP (e) 32.03 27.85 p = 0.262
WTP / Impact (e/tCO2) 64.04 5.57 p < 0.001
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Cost of CO2 Estimates
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Distribution WTP Main Experimenrt
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Distribution WTP Impact Investors
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Distribution Positive Feeling
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Experimental Design

Low Impact Treatment
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Experimental Design

WTP measured with fees

Bi-section method with 7 steps

Measuring with EUR0.25 precision

Becker–DeGroot–Marschak mechanism
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The Role of Comparability

High Impact Range Treatment
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