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This study explores the intersection of religiom éime economy by focusing on the
case of socially responsible investing (SRI) mufuats that are also religiously
affiliated. Mutual fund managers and investorsarathndably want competitive
return performance from their investments. Yagreus fund actors are also oriented
toward avoiding ownership in “sin stocks” and/gfirtg to change the behavior of
corporations that are held in investment portfolitdeeting both monetary and moral
objectives can be a challenge. In this studydresk two broad research questions.
Firstly, how dosocial actors balance their moral commitments agatheir monetary
interest? Through 29 semi-formal phone interviews with fygrdducers (or the
employees) of Catholic, Muslim and Protestant relig mutual funds, | analyze their
embedding and differentiating cultural work as thegke sense of their involvement
in the economic and religious spheres (Chaptetria separate analysis, | conduct
and analyze 41 phone interviews with investorsna ieligious fund family,
Mennonite Mutual Aid (MMA) Praxis mutual funds. particular, | compare the
moral meaning respondents articulate for theiritdlale giving and their SR investing
(Chapter 4). Secondly, | guemhether the moral orientation of investors impacts

their financial market behaviorsing data from the Center for Research in Sgcuri



Prices (CRSP) from 1991 to 2007, | partition mufualds into religious SRI,
religious non-SRI and secular SRI and look foratéhces in levels of fund asset
stability. This stability refers to fund flow volliy and the extent to which investors
hold on to their fund shares with little regarcptest return performance. Religious
SRI assets are found to be the most stable furdjogt and | adjudicate whether the
structural characteristics of religious groupshar tnoral orientation of religious
investors best explains this empirical finding (Qtes 2). In a separate analysis, |
analyze original phone survey data of MMA Praxigestors. This article’s
theoretical orientation focuses on moral and magétaterest,” defined as an
individual level driving force. | find empiricavaence that moral interest induces
fund commitment to SRI mutual funds, demonstrativad morality impacts behavior
even in the financial market, a realm where morwdtderest supposedly reigns. At
the same time, | also find some evidence that naopétterest decreases fund

commitment (Chapter 3).
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INTRODUCTION

You can’t serve both God and Money. This bibligabte promises an
intriguing spectacle wherever religious and ecomospheres come in close contact
with one another. Max Weber recognized the safi@iceligious and economic
spheres and argued their surprising collision imtihhern Europe provided the spark
that helped create a new version of rational chglitaenterprise. In studying
religious mutual funds, | cast my analytical gazé¢hte sparks, so to speak, dancing
forth from the friction of religion and a rather dern face of capitalism, the financial
market.

Socially responsible investing (SRI) mutual fuadi®rd individuals the
opportunity to ethically invest in the financial rkat. For instance, many SRIs avoid
the so called “sin stocks,” that is, companies im&d with gaming, alcohol and
tobacco. About a third of SRI funds are religiqusifiliated. The individuals that
work for religious mutual funds (whom | will callihd producers) and the individuals
who invest in them, intentionally marry their firaal profit motives with their
religious sensibilities of purity and how the woddght to be. In the following pages,
| direct my attention to this particular intersectiof religion and the economy

| think of the religious sphere as encompassing#iefs, practices and
experiences that are oriented toward a supremeg lagitt mediated by institutional
religious groups. The face of religion that | véthphasize is morality. In using the
term morality, | am referring to individual percepts of how the world ought to be.
There are other ways, besides morality, that @hlignight impact SRI behavior. For

example, networks of co-religionists could helplakpthe heightened levels of fund



asset stability | will find among religious SRI i@ However, | gain more traction in
this analysis by emphasizing morality. And sincarality need not be religiously
motivated, generalization beyond my religious feodtext becomes possible.

The economic sphere refers to people interactiggther to produce,
redistribute and consume scarce resources anaagrvi pursue an individual-level
of analysis, zoning in on the individuals that prod religious fund investment
vehicles and those that consume them. | theoretenmal (or monetary) interest as an
important factor in understanding this financialrked activity. By monetary interest,
| simply mean individuals are driven to accumulaiare dollars. This is increasingly
the case as individuals have become responsibtédéarown retirement investments,
instead of relying on employer pension benefitsatecades past. Mutual funds are a
prime financial vehicle that many Americans hav@éa to in order to save for
retirement.

Parting ways with the bulk of SRI research thatradses whether SRI return
performance is comparable to conventional investsyémpursue a different line of
inquiry. My sociological predilection drives meuaderstand how individuals
meaningfully engage in the social action that welgt In particular, | aim to hear
how the people involved with religious mutual furpmssue their monetary goals
alongside their moral goals. In doing so, | drawmpnd hopefully expand the
sociological subfields of economic sociology andislogy of religion.

| am fortunate that Mennonite Mutual Aid (now eallEverence) Praxis
Mutual Funds granted me access to the contactaton of their fund investors.
This made it possible for me to conduct an unprectstl phone survey of SR

investors. | also personally conduct forty-onerphoterviews with a subset of that



survey sample population. These investor leved de¢ analyzed in the final two
chapters.

All of the following chapters are crafted to staldne, but with each touching
upon the common case of religious mutual fundsis Teans there will be times that
| repeat myself, frequently in defining SRIs anttieg a similar stage for each
chapter’s distinct analytical task. In sum, | dnagon five different sources of data
and employ both qualitative and quantitative meshaidanalysis in answering these
two broad research questions. Firstigyw dosocial actors balance their moral
commitments against their monetary intere§@condlydoes the moral orientation of
investors impact their financial market behavior?

Employees of religiously affiliated mutual fund=ek to earn competitive
returns for investors while abiding by moral prples stemming from their particular
religious tradition. In the first chapter, | anady29 in-depth interviews with these fund
producers, examining their cultural work as thegatite the relationship between
religious and economic spheres. The secularizgigoadigm from sociology of
religion highlights the differentiation of societgpheres, while the embeddedness
paradigm from economic sociology underscores #ianglement. | find that fund
producers both embed and differentiate religionfamhce, and suggest the
organizational structure of the fund family bespleins the patterns of cultural work
that I find.

In chapter 2, | garner empirical evidence to ingegé whether the moral
orientation of SR investors impacts their finanongrket behavior. Using mutual
fund data from the Center for Research in Secimiiges (CRSP), | partition mutual

funds into religious SRI, religious non-SRI, sec @& | and conventional funds and



look for differences in levels of fund asset st&pilThis stability refers to the extent

to which investors hold on to their fund shareswiitle regard to past return
performance and over all fund flow volatility. Rgbus SRI assets are found to be the
most stable fund category and | adjudicate whetiestructural characteristics of
religious groups or the moral orientation of redigs investors best explains this

empirical finding.

Analyzing original survey data, | expand my puvwvief morality in the
financial market to include the behavior and atit#tsi of individual SR investors.
Chapter 3's theoretical orientation focuses on iirexmd monetary “interest,” defined
as an individual level driving force. This theacat emphasis on individual interest
expands both economic sociology’s structural apgr@and behavioral economics’
emphasis on cognitive biases. | find empiricatlewice that moral interest induces
fund commitment to SRI mutual funds, demonstrativeg morality impacts behavior
even in the financial market, a realm where moryatderest supposedly reigns. At
the same time, | also find some evidence that naoypétterest decreases fund
commitment.

Having carefully established that morality islestst partially, driving SR
investment behavior in chapters 2 and 3, | coiatagory of social action | refer to as
moral economic behavior (MEB). This refers to emoit behavior that includes an
explicit shot of morality. In Chapter 4, | uneadlpuzzle by focusing on two
examples of MEB, SR investing and charitable givilbespite the fact that SRIs have
been available for decades, few American invesioegutting their money where
their heart is. In contrast, Americans are notip generous when it comes to

giving their money away. Why are Americans soingllto give their money away,



yet hesitant to invest ethically? To help solvs fjuzzle, | visit the theoretical
concept of “mental accounting” taken from behavie@nomics and “social meaning
of money” from economic sociology. | employ a mix@ethod analysis of Praxis
investors and find both morality and social relasidielp solve the puzzle of low SRI
involvement.

In each chapter, | address a unique spark ttiasisoned by the friction of
religion and the economy. At times, those sparkghtrbe viewed favorably, in the
form of heightened levels of commitment to onelggreus SRI fund. In other
instances, | draw out the tension or difficultytthradividuals experience at this unique

intersection, as they attempt to serve God and mone



CHAPTER 1
BETWEEN GOD AND THE MARKET: THE CULTURAL WORK OF RHGIOUS
MUTUAL FUND PRODUCERS

Religious mutual funds represent a unique inteisedf religion and

the financial market. Employees of these religitwsls seek to earn

competitive returns for investors while abiding impral principles

stemming from their particular religious traditionThrough 29 in-

depth interviews with Catholic, Muslim and Protestafund

producers | examine their cultural work as they negotiates t

relationship between religious and economic spheresThe

secularization paradigm from sociology of religitmghlights the

differentiation of societal spheres, while the eddmness paradigm

from economic sociology underscores their entangtegm | find that

fund producers both embed and differentiate refigiad finance and

suggest the organizational structure of the fumdilfabest explains

the patterns of cultural work that I find.
INTRODUCTION

Individuals combine the spheres of religion anddbenomy in varied ways.
Examples of harmonious intersections include religicharities’ dutiful collection of
donations to be distributed to disaster victimsoviRling clergy a monetary income in
exchange for spiritual services is also an acceptgtd of religion and money
(Wuthnow 1997). However, one can also point togrhssonant combinations. For
instance, the Catholic Church’s hawking of indulggsfor exorbitant prices was
objectionable to many and helped start the Prate&aformation. Prosperity
gospel’s teaching that God is “in the businesgthaking true followers rich strikes
many as inappropriate. It is important to noteyéeer, that these judgments are

subjective. The perception of harmonious or diasbcombinations varies across

time and individuals and is the result of a cultoa meaning-making) process.



Some denominations have historically resisted gagalaries to their spiritual leaders
(Hess 1928). Likewise, many have no problem belggGod doles out financial
rewards and adhere to the prosperity gospel (Her2005). This article analyzes
qualitative interview data to examine the cultwakk of individuals as they confront
both religious and economic spheres.

To analyze how individual actors relate religionsl @conomic spheres, |
consider the case of religious mutual funds inUhded States (Mueller 1994,
Boasson, Boasson, and Cheng 2006, Peifer 2011t tdlagious funds are socially
responsible investing (SRI) mutual funds and retosavest in certain stocks that are
considered immoral (this process is known as sanggnFor instance, Muslim funds
refuse to invest in the financial sector due to Mugrohibitions on usury (or
interest). Other Protestant and Catholic fundsdapornography, companies involved
in the abortion industry, and companies that prewwdme sex employment benefits.
Other Catholic and denominational funds screereauironmental polluters,
companies with excessive executive compensatiokeg@&s or companies with poor
labor relations. These examples of refusing t@shvn certain stocks or entire
industries preclude certain diversification stra&ge@nd are frequently argued to harm
the fund’s return performance (Goldreyer and Di®89). People who work at these
funds (fund producerdgace the task of joining together their religiowdiéfs with the
economic goal of earning a competitive return fveistors.

Religious mutual funds dwell at the intersectiorivad sociological subfields,
sociology of religion and economic sociology (Sreeland Swedberg 2005). In effort
to bring these rarely combined subfields into dijal® with one another, | borrow

theoretical language from important paradigms cheaubfield. A macro-level



articulation ofsecularizationtheory, from sociology of religion, asserts thatistal
spheres (such as religion, science, educatiorstéte and the economy) have become
increasingly differentiated over time (Dobbelae®81, Tschannen 1991, Cassanova
1994, Smith 2003). “One of the consequences &rdifitiation is that the other
institutions become autonomous from religion, whials loses its power of social
control and guidance over the rest of society” filsmen 1991). Research in this vein
has explored the combination of the religious ardrdific spheres (Lemert 1979,
Ecklund and Park 2009, Ecklund 2010). This artaté® complements existing
sociology of religion research that considers tt@nemic sphere in relation to the
religious sphere (Finke and Stark 1988, Wuthnow4l®nnaccone 1995, Wuthnow
2005, Keister 2008, Peifer 2010).

For the purpose of this research, the religiougspls defined as beliefs and
practices that are oriented toward a supreme ladgnediated by institutional
religious groups. The economic sphere refersd@tirsuit of one’s monetary interest
in a capitalistic context. This terminology of seial spheres is borrowed from Weber
([1915]1946) who considers the intersection ofrélegious ethic of brotherliness and
various societal spheres (including economic, igalif esthetic, erotic and
intellectual).

Karl Polanyi’s ([1944]2001) conceptualizationeshbeddednesxpresses the
idea that “the economy is not autonomous, as it i@ sn economic theory, but
subordinated to politics, religion and social rielas” (Block 2001, xxiv): Economic
sociologists have extended Polanyi's notion of etdleelness by looking at the state
and the economy and highlighting Polanyi’s insitjiat these spheres are best viewed

as comfortably intermeshed (Block and Evans 200®)at the degree to which they



overlap varies across time and national contextar{g 1995, Hall and Soskice 2001).
However, this intellectual project has largely iggmbreligion.

The paradigms of secularization and embeddedeadsn different
directions. A Polanyian embeddedness paradigmanaighlight how religion and
the economy are comfortably embedded or entangleik a classical secularization
approach would emphasize the differentiation o¢hgphere$. While both
paradigms most directly address temporal socieval Iprocesses, | borrow their
conceptual language dffferentiationandembeddednegs help motivate this
article’s individual-level analysis. Cultural solmgy’s symbolic boundary theory
(Lamont and Molnar 2002) and cultural repertoirectty (Swidler 1986) are utilized
to analyze the cultural work of religious mutuahduproducers. The research
guestion this article addresseshew do the fund producers who find themselves
between God and the market perceive the relatipnséiween religious and
economic spheresThe forthcoming analysis of interview data is deddnto
examples of embedding cultural work and differa@migacultural work. After
providing examples of each, | look for patternaatiencies to practice embedding or
differentiating cultural work by considering orgaational structure and religious

tradition.

A Cultural Approach to the Financial Market

An empirical question that has occupied the bulkabfolarly research on SRI
is whether it harms return performance relativedoventional investing. Some find
ethical investment criteria hamper returns (Mu€ell@94), others find they induce high

returns (Margolis and Walsh 2003, Shank, Manullamgi Hill 2005, Boasson,



Boasson, and Cheng 2006) and still others findifierdnce (Hamilton, Jo, and
Statman 1993, Naber 2001, Guerard and Stone 2@&rBKoedijk and Otten 2005,
Kurtz and DiBartolomeo 2005). In sum, the schglaslidence on the SRI impact on
return performance is mixed. This important reseguestion highlights the
monetary impulse at play in the financial markdamely, fund producers and
investors alike want to accumulate more money ansldgially responsible. This
strong drive for money (and the uncertainty of leethis goal is best met through
SRI) produces a salient counterpart to the relgimotivations at play.

Cultural sociologists provide helpful ways to urstand just this type of
cultural work individuals engage in. Symbolic bdaries or “distinctions made by
social actors to categorize objects, people, mresti.” have become an important
concept in cultural sociology (Lamont and Molnaf268). Zerubavel (1991:57)
describes a rigid Durkhemian distinction betweendacred and the profane which are
“mutually exclusive and are separated from eackrdtly the widest mental gulf
imaginable.” | borrow the concept of symbolic bdaries to help conceptualize
interactions between religious and financial spsiefehe permeability or rigidity of
symbolic boundaries will be explored as a way 8zdss the intersection of these
spheres (Lamont 2001). In addition to symbolicrmary work, individuals draw
upon their available repertoire of cultural jusi#iions (Swidler 1986, Vaisey 2009) to
find meaning in their daily lives. Both of thes®pesses (symbolic boundary work
and accessing one’s cultural repertoire) are meneially referred to as cultural
work.

In Purchase of IntimacyZelizer (2005) considers societal spheres of iatiyn

and the economy by analyzing legal cases thatwevetonomic exchanges between

10



intimate parties. In discussing how these sphavetbine in the legal system, she
defines thenostile worldspoint of view as the notion that economic andnatie
spheres ought not intermix. Throughout the bo@iz&r dismisses thieostile worlds
position and instead highlights the ability of astto successfully embed these
spheres through relational work. Closer to thgestibnatter of this article, Lindsay
(2007) interviews over one hundred evangelical o@e elites and finds, “the
borders between the religious and the economicnehhve become increasingly
porous” (pg. 163). These works point toward a lamous embedding of religion and
finance.

In Religious Rejections of the World and Their Direc Weber
([1915]1946) suggests religion’s “ethic of brotheelss” finds a particularly tense
relationship with the economic sphere, mainly beeanf the rationalized economy’s
impersonal nature. In a similar vein, Wuthnow @pfnds that Americans feel
discomfort as they combine their religious faithihatheir economic lives. “If a single
word had to be used to describe the relationshipdsn religion and money... it
would be compartmentalization... Although many peabéem to think about the
connections between their faith and their monegnetbing seems to encourage them
to draw a fairly sharp distinction between these tealms” (pg. 150-51). Friedland
and Alford (1991) describe five central institut@mrders (or societal spheres) of
contemporary Western societies: capitalist matkaeteaucratic state, democracy,
nuclear family and Christian religion. Each sphiess its own unique “institutional
logic.” Friedland and Alford (1991) state, “Sometloé most important struggles
between groups, organizations, and classes ardlovappropriate relationships

between institutions, and by which institutionaditodifferent activities should be
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regulated and to which categories of persons tpelya.. Are families, churches, or
states to control education? Should reproducteregulated by state, family or
church” (pg. 256)? In sum, these scholars leao bglieve the religious and
economic spheres will be differentiated. Thiscetexplores whether (and if so, how)
religious fund producers experience “institutiooahtradiction” of market capitalism

and religion.

Mutual Funds

The number of mutual funds has grown precipito(Blgvis 2009) in the past
three decades from around 500 funds in 1980 ta28/©2008. The total number of
religious funds rose more recently (in the earlisB0evealing a growth trajectory
that is similar to all mutual funds, but on a mschaller scale (see Figure 1.1). A
mutual fund is an investment vehicle where profasaiinvestment managers
diversify a pool of money in stocks and/or bondssmall portion of investment
dollars are used to pay for their investment exgednd overhead costs, while the
returns or losses of the investment accrue todhéributing investors. Forty-five
percent of American households have owned somed{intltual fund and more than
three quarters of those households invest in mfinals to save for retirement
(Investment Company Institute 2009). Mutual fupdsvide a common way for many

Americans to diversify their retirement investmentshe financial market.
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Figure 1.1: Number of U.S. Mutual Funds from 1970a 2008
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A religious mutual funds part of a fund famifithat claims an institutional
religious identity. | have identified 97 religioosutual funds nested within 18 fund
families in the United States, which is the mostpeehensive list that | am aware of
(see Table 1.1 for list of religious fund familieshhe fund families’ religious
affiliations include Catholic, Muslim and Protedtéimoth denominationally affiliated
and non-denominational). One percent (97/8,022)Iohutual funds is religiously
affiliated;* which may strike many as a low percentage giverréhatively high levels

of American religiosity (Demerath 1998).
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Table 1.1: List of Religious Mutual Fund Families n the United States
(as of December 31, 2008)

Number of Total Net

Fund Family Religious Affiliation Funds Assets
Thrivent Lutheran 29 11,314.7
GuideStone Southern Baptist 20 10,355.8
New Covenant Presbyterian U.S.A. 4 1,260.3
Amana Muslim 2 1,146.0
MMA Praxis Mennonite 6 557.2
Steward Protestant (Non-Denominational) 5 422.0
Ave Maria Catholic 6 380.6
Timothy Plan Protestant (Non-Denominational) 11 .828
LKCM Aquinas Catholic 4 65.5
Capstone Protestant (Non-Denominational) 1 53.3
IMAN Muslim 1 24.6
Allegiance Christian Science 1 13.2
Shepherd Protestant (Non-Denominational) 1 7.0
CAMCO Protestant (Non-Denominational) 1 6.5
Azzad Muslim 2 6.0
Centurion Protestant (Non-Denominational) 1 3.0
Epiphany Catholic 1 1.9
Eventide Protestant (Non-Denominational) 1 1.0

97 25,947.5

Note: Total net assets are in millions of dollaaofDecember 31, 2008. Fund families are

presented in order of total net assets.

Source: Bloomberg Terminal

There are three general contributing factors taseHed to the formation of

these religious mutual funds: Islamic economicstiintional experience in the
financial market and the more recent advent ofalyaiesponsible investing. Many
Muslim countries have adopted Islamic economiawii-20" century (Kuran 1997).
One challenge of blending Islamic economics withalern economy is Islam’s
prohibition of riba (or usury). To overcome thisalenge, Islamic banks become co-

purchasers with the buyer instead of loaning marey/ collecting interest. In this

way, the bank shares in both the profits and thsds with the buyer. US Muslim
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immigrants have become increasingly interestedhamiah compliant financial
products, such as Islamic mortgages (Maurer 2006 )slamic mutual funds. Mutual
fund investors do not accrue money through theectin of interest, rather mostly
through capital gains. In this way, mutual funds guite amenable to Islam’s
prohibition of riba, provided fund managers refts@vest in corporations that earn
income from the collection of interest. Muslim mai funds represent one particular
instantiation of the international resurgence &rfsc economics.

American denominational institutions have been ected to the financial
market in various ways since at least the early@mtury. For instance, religious
denominations issued bonds to raise money for thna@lated capital campaigns
(Eckhart 1929) and issued gift annuities, whereptiirecipal that remained at the time
of the holder’s death would automatically accrue tmarticular religious cause (Evans
1927, Merriam 1929)Denominations also invested their own assets diyrecthe
financial marketinancial 1931,An Interviewl931, Lindsay and Wuthnow 2010).
These are just a few examples of the institutiexalkerience religious denominations
gained in the financial market, putting them inaéunal position to adopt mutual funds
as they became an increasingly popular investmednithe in the latter half of the 20
century. Most denominationally affiliated mutuahfls (Baptist, Lutheran, Mennonite
and Presbyterian) grew out of existing denominaiiamstitutions that had previous
financial market experience.

The SRI movement represents a third way religioutual funds were formed.
Kurtz (2008) asserts, “Religious belief was thetfiationale for socially responsible
investment, and remains an important force todsyyeeially in the United States” (pg.

253). In the 1960’s, mainline denominations linketkical concerns about the
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Vietnam War and environmental pollution to investiingecision making (Robinson
2002). In 1971, Methodist clergy established Paxl&/Fund, the first mutual fund
family to screen for social issues (Shapiro 199That same year an Episcopalian
Bishop attended a meeting of General Motors Cotmraasking the company to end
its involvement in Apartheid South Africa. Althdughe vote did not pass, the
momentum for SRI grew and eventually many actiwgtse insisting corporations
sever relations with South Africa and that insitns (such as religious
denominations) liquidate their South African a#ted assets (Robinson 2002).
Catholic, Jewish and Unitarian organizations weése at the forefront of the SRI
movement (Social Investment Forum Foundation 20@ce the mutual fund
industry was growing during this time, SRI was malfy incorporated into these
investment vehicles. Most of the denominationabfsiadopted SRI criteria as they
rolled out their mutual funds, indicating a denoation’s institutional experience with
finance and SRI are not mutually exclusive pathwaybese religious funds.
Furthermore, while many of the original SRI actaese pursuing socially liberal
issues, funds that are motivated by socially corsime issues have also been created.
Perhaps the most recognizable consequence ofrtde’freligious affiliation is
what kind of corporations they refuse to own. mgtance, Catholic funds refuse to
own stock involved in the production of abortioncontraceptives. A Christian
Science fund screens out the pharmaceutical indds# to a belief in spiritual
healing. Mennonite funds shun weapon manufactamdsMuslim funds refuse to
invest in any corporation that collects interesprarduces pork or alcohol. Some
funds are also involved in shareholder advocacyghvimcludes communication with

portfolio corporations, attending shareholding nregt or using proxy votes in order
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to pressure corporations to change their behavior.

More fundamentally, actors that work at these relig funds simultaneously
pursue religious and economic goals. This canter@auneasy combination. For
instance, refusing to invest in certain stocksntire industries precludes certain
diversification strategies and is frequently argteetarm the fund’s return
performance (Goldreyer and Diltz 1999). Alternalyy applying a moral lens to
corporate America is bound to reveal problematclsholdings in nearly any
portfolio, leaving a fund family vulnerable to qtiess about the chosen level of

moral scrutiny.

DATA AND METHODOLOGY

In this article, | analyze the discourse of religgdund producers, or the people
who work at religious mutual funds. The tepnoduceris meant to indicate both the
production of mutual funds as a financial commoditgl as a cultural object
(Griswold 1987). These producers are charged wpttolding both the financial and
the religious goals of the funds. | conducted skmmnal interviews (mostly phone
interviews) with at least one representative frahoflthe 18 fund families between
April 2008 and May 2009, achieving a 78 percenpoese raté. | also visited the
offices of three fund families (one Muslim fund,eo@atholic and one denominational
fund family) to conduct in-person interviews andelve the workplace environments.

Interview respondents agreed to participate orcemalition that | do my best
to protect their identity. | therefore give vagiescriptions of interview respondents,
usually by providing their job description and tieigious tradition (Catholic, Muslim

or Protestant) they represent. The interviewsyaedl in this article were with fund
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managers, fund family presidents, marketing marsaged various other actors in the
fund families. Since these fund producers speait grofessional lives working at
this explicit intersection of religion and the eoany, this case study is well suited for
the analytical task at hand. Speaking with moas thne representative from some
fund families, I interviewed 29 fund producers,wa mean interview length of 47
minutes. All interviews were transcribed for carttanalysis.

The interviews were semi-structured and all proedad the following format.
After briefly describing my interest in learning reabout religious funds, | asked
how the fund family was founded, about the fun@lationship with a larger religious
group, how screening criteria were selected andatipealized, and how religion
impacted the respondent’s daily work routine. sbgbrompted respondents to talk
about how they perceived the intersection of religand finance. | typically said
something like, “Many people | talk to don’t thifreligious’ and ‘mutual fund’
belong in the same sentence. How would you respmititht?” Among some
Christian respondents, | cited a Biblical passabiekwvstates that one can’t serve both
God and Mammon (or money) (Mathew 6:24) and | thendered out loud whether
religious funds were attempting to do just thae(8@pendix 1 for interview script). |
approach my data as “hermeneutic interviews” (Spidkk007) and seek to represent
my interviewees’ “conscious view of the world, betnselves, and of their place in it”
(pg. 139). Therefore, during my interviews, | oftepeated what | heard them saying,
and asked if | had understood them properly. Imrast, a non-hermeneutic interview
approach (not taken here) is aimed at uncoveriglity that is inaccessible to the
interviewee (pg. 129).

In addition to interviews, | also analyzed eachumbfund’s legally mandated
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prospectus and annual report from 2007 to 200& prospectus outlines the
investment strategy and potential risks of the mlfund. Annual reports (or semi-
annual reports) are made available to all investord include a letter from the fund
manager to investors as well as a report on thé'$uecent performance and other
relevant financial information. These documentseéhne dual purpose of meeting
legal transparency requirements and marketinguhe family to investors. 1 also
analyzed each fund family’s website material. Mafghe analysis below relies on the
interview material, but these publicly visible dowents are also important since they

represent carefully scripted presentations of timel ffamily.

FINDINGS
Embedding Spheres: Sunday = Monday

At some point in most interviews, | introduced tiaion that religion and the
economy should not intermix. Seventy-nine per¢ghtl4) of fund families were
represented by an interviewee that disagreed wishpromp€ For instance, one
Catholic fund manager explained that Christ did“separate religion and life and,”
[did not] “say, ‘Here’s your religion over thera)éigo to the temple on those days,
and on the other days do whatever you want...” Anatloe-denominational

Protestant fund representative explained,

...as a Christian, you are to live your life as Jdmesl his life. That
just doesn’t mean on Sunday mornings, that's 7 daysek, 24 hours
a day. If that's the case, then whether you'réimgthe grass or
interacting with your family, or considering younviestment portfolio,
being a Christian is part of the decision, parthef process. So you
can’t exclude any aspect of your life when you cdeisyourself a
Christian.
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When asked what kind of people invest in his fuht respondent replied, “I just
know the vast majority are devout Christian peoplae vast majority are folks that
want to live their entire lives for the Lord. Atliey don’t distinguish between

Sunday and Monday.”

Georg Simmel is seldom cited for his work on religiyet his depiction of
religiosity is particularly helpful on this pointor Simmel, religious fervor overflows
into all realms of life. “The truly religious pens does not view religion as the
celebration of certain specific moments in his, lifike the garlands of roses that
enhance the day’s festivities but wither in therewg. The religious mood is present,
at least potentially, at every moment of that peistfe, because to him it is the very
foundation of life, the source of all his energi€Simmel [1904]1997:38). Similar to
Simmel’s depiction, these respondents muddy thendtgn between Sunday and
Monday, dissolving the symbolic boundaries andehgrcomfortably embedding
religion and finance.

| also mentioned the following biblical passagesaoe Christian respondents:
“No man can serve two masters: for either he vaterthe one, and love the other; or
else he will hold to the one, and despise the othercannot serve God and mammon”
(Mathew 6:24, King James Version). | then quendrbther religious funds were
trying to do just that, serve God and Mammon. égfrent retort was the citation of
competing Bible verses. An evangelical fund repnéative said, “I don’t think
there’s any tension at all... Remember also thelyaaf the talents.” In this parable
(Matthew 25:14-30, Luke 19:12-27) delivered by 3eservants were given money by
their master. Upon the master’s return, the sésvarre asked to account for what

they did with the money. The one that failed teest and earn a return was chastised.
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The fund representative continued, “You don’t tgkar money out and hide it, you
put it to work for the Kingdom. Well, if you're gag to put it to work for the
Kingdom, you put it to work in the best manner thati can. Our goal is to multiply
the talents, but our goal is to also invest in éheshicles and those companies that
Jesus would say, ‘Hey, that’s a pretty good deal.”

The concept of stewardship was commonly mentidnyeldind representatives
and cited in the funds’ promotional material. @t&istian fund family adopted the
name, calling its fund family Steward Funds. Moaahyl Payton (2004) suggest that
the concept of stewardship can be summed up d=etled that “everything... belongs
to God, and while we are permitted to use it, wethake care to use it well.”
Religious funds capitalized on this, explainingtthihassets belong to God. In a
promotional flyer posted on their website, The TihyoPlan (a non-denominational
Protestant mutual fund family) posts conjecturahotents from investors followed by

a pithy response from God. With aptly placed gtiots, the flyer reads...

Man Says: But it's “my money!”

God Says: The Lord has entrusted it to your cadeyan are
accountable for it (Man Says 2008).

A Muslim fund representative relayed the concétewardship (without
using that specific term) from an account takemftbe Hadith where a young boy
was asked to watch over the animals of a strangsithe stranger returned to the
animals and the boy, he thought to himself, | stiqaly this boy 10 dinars.
Meanwhile, the boy considered stealing the strdsgatchel and selling it in the

market for 10 dinars. The fund producer explains,
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So our belief is that, one way or another the kas\going to get 10

dinars. It was written for him. The question isather he was going

to get it by permissible means, in the case of watcover the

animals, or whether it be by impermissible meamshe case of

stealing the satchel and selling it in the mark®. that’'s why the

source of our wealth must come through permissitgans...

Ultimately, since we believe the money that we hiawgiven to us by

God, what we do with that wealth is the key deteing factor... Are

you investing in activities that are impermissiblef?our belief, if

you’re buying something that’'s impermissible anckimg money on

it, that’s basically like poison in the system.

Another way respondents spoke about religion arahtial investments was
to highlight an age-old economic and religious\atti charitable giving. John
Wesley’s ([1872] 1999) sermon entitled tise of Moneylends the counsel to gain
all you can (without harming your neighbor) so thati can give all you can. One
denominational fund producer adopted this Wesldygit as he explained, “We try to
help people reach their financial goals becauseawy of the people who work with
[us] have admirable financial goals. [Membershié denomination]...are extremely
charitable. So by helping our members reach fivencial goals, take care of their
children, take care of their parents in retiremaititatever that may be, we feel like, in
a sense we contribute to the greater good.” Amathangelical fund hopes to give
away a portion of the fund family’s profits to gibus organizations. “One of the
things we hope will prove both interesting andidigtve about [our fund] is we have
committed to donate to Christian ministry and diesifrom our profits, once we're
profitable, basically, 25 percent of revenue omagoing basis.” Turning profits into
charitable contributions was another way actorsiggnd religion and finance together
in a comfortable fashion.

At least one representative from 11 of the 14 fiamilies sampled provided

examples of embedding (or comfortably combininggren and finance. In some
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cases, this was accomplished through drawing paypubolic boundaries,
exemplified by seeing no distinction between Suraiay Monday. In addition to this
boundary work, respondents also drew upon thetu@llrepertoire of stories and
wisdom from sacred texts in order to provide supfmrthe appropriateness of
combining religion and finance. Stewardship was iomportant concept. Fund
producers also associated their funds with chdetgiving, a legitimate economic

activity that has long been associated with thigials sphere.

Differentiating Spheres: “Meditation and Munis”

Other fund producers readily articulated a medunirdjfferentiation of
religion and finance. Alluding to the impossihjlnf serving both God and Mammon,
| asked a denominational fund manager if he sawt@msion in operating a religious

fund.

| think there could be. We don’t try to hold oUv®s out as someone
representing the religion or embodying the wholesseof the

religion. And I think that helps us steer cleatladt dangerous area
that you’re mentioning... I'm very uncomfortabléhkvsomehow
representing the... church in this mutual fund. Arch has nothing
to do with money, really. A church is about hetppeople find their
true spiritual strength. Helping them through thgfficult times. It's
not about making money for people. That has ngttordo with
church or religion.

In a similar fashion, a Muslim fund manager wa® alsry of combining religion and

finance too closely.

The difference with us and other Islamic firmshattsome of them
will say, ‘we are sharia compliant,” which means ave compliant
with Islamic law, which is holding yourself to amazing standard. It
means that you know for sure that your producbmmiant with
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Islamic law. And what we say is our product ioimhed by Islamic

law. In other words, our intention is to invesiiccordance to Islamic

law. But we can’t tell you that this is 100 percenaccordance with

the law.
Both of the above fund managers are careful notdke unwarranted religious claims
in the financial realm by maintaining rigid symhmhoundaries, a process | call
compartmentalization. Perhaps related to this bfg@undary work, both of the fund
families these preceding respondents represent nmak&plicit mention of their
religious affiliation in their promotional and ldgaaterial. Out of the eighteen
religious fund families, only three did not expligiadvertise their religious affiliation.
A non-denominational Protestant fund family is thied 2 Since these three fund
families span religious traditions (denominatiomaln-denominational Protestant and
Muslim) it is difficult to argue that one particuleeligious tradition is more likely
compartmentalize.

| also asked some fund managers whether theygrayer their stock picks.
Just as a farmer might pray for rain it seems doabée that religious fund managers
would pray for positive returns or extraordinargcit picking abilities. But the
response | received was generally one of nervaughtar revealing that praying over
a stock pick was not an acceptable way to mix igignd finance. One
denominational fund manager responded that he grfayecalm.” After an awkward

pause, he noted the irony in a story of a bond gemnaho happened to be a devotee

of yoga, and...

was talking about how that gives him peace, theitatdee aspect...
One quote really caught my attention. “Well, | @aap with the idea
of buying munis [municipal bonds] during a sun sation.” You can
imagine him looking out over the Pacific Ocean whibing yoga,
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coming up with some very capitalistic, very selfvieg strategy. It's

kind of funny.
In this example, praying for calm was ok, but béiaglightened” with profitable
investment schemes was less legitimate. This ebaaigompartmentalization
cordons off spiritual practices (such as prayingieditation) from financial
investment decision making.

A representative from another denominational fbad difficulty reconciling

faith and finance. He reasoned,

We live in a sinful world... we have to recognizetth&'re a part of.

And so, you just have to accept that as a basmipeeof not only

your investment portfolio, but the way that yoteliyour life... You

would never go into that Exxon Mobil Station, besathey sell

cigarettes, lottery tickets and so forth. So weeht® recognize that

there is no perfect solution in this world for t@nvergence of these

factors. Then you have to figure out, ok, howyare going to

manage the competitive tension that exits betweersacial issues

and all of the stakeholders that are involved.inTihat's what we get

paid to do.
This fund manager reasons that he gets paid toamdrthe tension on behalf of the
investors. By pointing to the “sinful world” he @xses his fund family’s inability to
bring the realms of religion and finance togetimea imore satisfactory fashion.

Five denominationally-affiliated fund families dvat one branch of larger
denominational organizations that are also invoivethaking various services
available to members. Some are financial serveash as health insurance, life
insurance, annuities and mutual funds. Other sesvace less closely wed to the
financial market, such as charitable giving or ott@ngregational support systems.

Some of the fund representatives | intervieweddelertain sense of isolation within

the larger denominational organization and atteduhis to their proximity to the
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financial market. When asked how the larger denational organization reacted to

the financial crisis of 2008, a denominational fuadresentative explained,

One of the themes that's been knocked aroundthjngs are really
bad, and God is still good.” That's not a mutuaid tag line I'm
giving you there. But that's tough, when you'fénancial institution
with fiduciary responsibilities and legal contraaitobligations,
maybe that's not quite enough. Maybe that is eémdoiga church to
say, but we straddle that chasm between being éssiend being
church...

Another producer explained the dual objectives Bdus his denominational

organization.

Some of us are working more for a Fortune 500 ftredrservices
company, like me. My world, | have to compete agathe Fidelities
and T. Rowe Prices and RiverSources and all thigse brms. Other
parts of the organization are really all about viregkon the fraternal
side, you know, how do congregations get strongeorking with
Habitat for Humanity and overseas building trust§hose folks feel
like our mission is to... do good, and they are pbbjpess engaged
with the economic side. You can see how that nhigipipen.

In another example, fund producers not only ackedged, but also
welcomed the discomfort that accompanies their ¢oation of religion and finance.
A marketing manager explained that their invesawesvery interested in having a
“faith conversation” with their fund-sponsored fmegal advisor. In fact, the financial

advisors who offer the religious fund are trainedh&ve that “faith conversation” and

ask,

‘What's your purpose in life? What's God callimmuyto?’ And most
people have a hard time doing that and it's sonestiam
uncomfortable conversation.... You will not see thigpu go to a
Raymond James guy or an Edward Jones guy. Thépatitalk
about this. In fact, they will avoid this at atists. We see, every
time we do this, our customers love it. We'rertgyio capitalize on
this.
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The tension between religion and finance is exdieplby the “uncomfortable” faith
conversation that financial advisors are encourageuakstigate. Through its own
marketing research, this fund family is convindeeit clients value these
conversations. Some religious investors wouldetaéixperience the tension then
ignore it.

At least one representative from 36 percent (5614pmpled fund families
differentiated the societal spheres and articulatede degree of tension. In one
example, an Islamic fund producer was wary of adgphe “shariah compliant”
label. Others bristled at the prospect of prayorgorofitable stocks picks. This type
of symbolic boundary can be consideoednpartmentalization The physical
proximity of financial market actors housed in lErglenominational organizations
also caused strain. In yet another example, celggfund investors literally value the
awkward conversation about faith and finance. &he@mples show how fund
producers meaningfully perceive dissonance steminamg these differentiated

spheres.

DISCUSSION

Having presented examples of both embedding amereliftiating cultural
work, I now discuss whether patterns have emeigaichielp determine what kind of
religious fund producer is more likely to engagene or the other. | do so by
considering, first, the organizational structured #men secondly, the religious tradition
of the fund family.

The following fund families fall into thdenominationabrganizational
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structure; Allegiance (Christian Science), Guid@8t(Southern Baptist), MMA
Praxis (Mennonite Church USA), New Covenant (Presign Church U.S.A) and
Thrivent (Lutheran). Representatives from fouth@fse denominational fund families
articulate differentiating cultural work. One inpeetation of this pattern is the
organizational proximity these fund producers hiavether denominational
employees that are not involved in the financiatkes By frequently rubbing
shoulders with co-religionists who are primarilyemted to other denominational
goals (such as religious education or denominaltigmoavth), denominational fund
producers are more likely to perceive contradiditivat arise from joining religion
and finance.

In contrast, Catholic and Muslim fund families tendely on spiritual leaders
to dictate the religious implications of their workrefer to this as hierarchical
organizational structure. For instance, a Cathelresentative explains why his fund
family does not screen out alcohol and tobaccdkstas follows, “We have a Catholic
advisory board made up of lay Catholics and theaelan advisor to them, a
cardinal..., the archbishop of [the local] diocegend they’'ve decided to focus on the
few core issues that they've identified.” Anoti@atholic fund family relies on the
U.S. Conference of Catholic Bishops investment glines for its screening criteria.
In a similar way, each Muslim fund family relies arcarefully selected scholar or
group of scholars to interpret the Koran in attetognsure shariah compliance
(Maurer 2006). One Muslim representative said,

Sometimes Muslims come to us and say, “You neednstantly look at your

guidelines and adjust them; make them more sfrygiu can.” Our thought is

that that's not our responsibility. That's the glein’'s responsibility. If they

feel that we’re not doing the right thing, they shibtell us. And they haven't
told us that.
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Fewer examples of differentiating cultural workmnsteeom Catholic and Muslim fund
producers, perhaps because their spiritual legutexsde clear directives which
reduce uncertainty about the fund failing to measuyr to religious standards. This
may free fund producers to more comfortably emledidion with the financial
market.

A third organizational structure mndenominationaProtestant fund families,
which are, by definition, devoid of denominatiomdluence. Most of these funds
were started up and now autonomously operated leptapreneurial individual.

One implication of this organizational structurehat, as nondenominational fund
producers reference the Bible, they tend to relyheir own interpretation (as opposed
to denominational interpretations). For exampies tund president states ‘we are
using the scriptures as our basis. We’re not uaimgtenants of any particular
denomination to attempt to base our screens. Bviagyive do, as far as our screening
approach, comes directly from the scriptures.” sTikinot to suggest that
nondenominational fund producers are unique amond producers in their citation

of scripture. Instead, | find fund producers frathreligious traditions cite their
respective sacred texts. When fund producergtate sacred text, they typically
engage in embedding as opposed to differentiatiitgral work. In this vein, | also
find nondenominational fund producers rarely engagéfferentiating cultural work,
but freely interpret scripture in support of emhbiedd-eligious and economic spheres.

One strength of this study is that different religs traditions are represented,
breaking the tendency of American sociologistsetifjron to only study Protestant

Christians (Smilde and May 2010). However, lookiogpatterns of cultural work
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across Catholic, Muslim and Protestant traditicaisg less traction than consideration
of organizational structure. Both Catholic and Mudunds demonstrate similar
hierarchical organizational structures by defertmgpiritual authorities, and | suggest
the clear directives coming down from above lesdlftto embedding work. A
nondenominational organizational structure alsdsdn encourage embedding,
through careful selection of legitimating scripiucations. However, in this

analysis, | find denominational fund producersraage likely to give examples of
differentiating cultural work and | suggest thisidze linked to their organizational
proximity to non-financial denominational actoreytwork alongside. This
heterogeneous work environment helps explain aetendto see dichotomies arising
from the intersection of religion and finance ahdd foster differentiating cultural

work.

CONCLUSION

The research question stated at the onsetheasdo the fund producers who
find themselves between God and the market perttevelationship between
religious and economic spheredntroduced two sociological paradigms that
provide contrasting portraits of how religious ambnomic spheres might be
combined by mutual fund producers. A Polanyianception of embeddedness would
emphasize the entanglement of them. The secuiamnzdesis highlights the
increasing differentiation, suggesting an awkwardhbination of these same spheres.
This article provides examples of both embeddirgdifferentiating cultural worR,

and | find the heterogeneous organizational streatfidenominational fund families
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is especially amenable to differentiating cultwalk. This individual-level cultural
work is an important aspect of social behavior malern society where institutional
logics are changing and unclearly arranged (Frieteend Alford 1991). This cultural
work is also generalizable to other case studiasdivell at the potentially dissonant
intersection of various societal spheres.

Zelizer (2005) and Lindsay (2007) provide two @mnporary examples of
embedding spheres. Likewise, Webdite Protestant Ethic and the Spirit of
Capitalism([1930]2009) might be seen as a case of religrahthe economy
harmoniously coming together. Indeed, Weber arghumsCalvinism helped to
produce modern rational capitalism. However, a@dook at Weber’s thesis reveals
that his religious actors did not intend to produnpressive economic outcomes. In
fact, Weber shows that early Puritans believedetb@be a “secularizing influence of
wealth,” so as religious people grow wealthy thegdme less religious (Weber
[1930]2009: 92). Concluding from Weber’s thesiattbertain religious values easily
translate into the creation of wealth misses thatpdNeber’s interpretative sociology
is attentive to the meaning actors bring to theaia behavior and part of that
meaning was a belief that religion and wealth aveisely related. From this
baseline, Weber goes on to describe how religiotes (who were oriented toward
religious goals) provided a spark which helped ter@aodern rational capitalism, an
endpoint that is both a surprise (because religrmhwealth were believed to be
antithetical) and an unintended consequence.

Perhaps surprisingly, the fund producers | intevei@ did not parrot Weber’s
Protestant ethic of abstemious consumption anémativesting. However, some

religious fund producers articulated an idea exggésy another classical sociologist.
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Simmel ([1904]1997) portrays religion as freely di@ving into all realms of social
action. When fund producers believe their religiaith is calling them to resist the
symbolic boundaries between religion and finanoeir tfinancial behavior becomes
embedded with their religious behavior and theyeh@itficulty separating the two.
Indeed, this religious conviction to dissolve syitidboundaries between Sunday and
Monday (or religion and finance) is one specifiopiaat fund producers think about
the overlap of religion and the economy. Linds2§0(7) describes modern American
evangelicalism as possessing an “imperative taglfaith into every sphere of one’s
life” (pg. 3). This analysis demonstrates that edwbng also transpires among
Catholics, Muslims and denominational Protestantaddition to nondenominational
fund producers.

At first glance, emphasizing the differentiationrefigion and the economy
through analysis of religious funds may seem caurttetive in that the existence of
these funds could be seen as evidence of embeddedNenetheless, this analysis
demonstrates the differentiating cultural work thatd producers engage in. Namely,
some fund producers maintain stark boundaries letw@od and mammon.”
Respondents balked at the notion of praying fofifatae stock picks and one Islamic
fund producer was wary of dragging the sacred quinaie‘shariah compliance” into
the economic sphere. These examples of boundaiky cam be thought of as
compartmentalization. A denominational fund finleir clients actually value and
welcome the uncomfortable faith conversation wihtbirt financial advisor. This
exemplifies that dissonance or tension is not abxssymething to be avoided. Like
the bitter herbs of the Seder plate, social acoesable to savor tension.

Considering the high levels of American religiogiBemerath 1998), the
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paucity of religious funds (1 percent of all mutéiahds) may be surprising. The vast
majority of US mutual fund investors are not inwegtin religious mutual funds. This
analysis was not able to address the experiencelividual investors. However, this
article has demonstrated the cultural work of fpnaducers and it seems reasonable
to assert that investors that are consideringioelggfunds are engaging in a similar
process. Investors’ experience in embedding demdintiating religious and financial
spheres will likely prove instrumental in determigithe future course of this rather
nascent religious investment industry. It wouldreehat religious investors
performing embedding cultural work, as exemplifiedhis analysis, would own
higher levels of religious fund assets. Howeveg tesson learned from this analysis
is that meaningful differentiating cultural workrcalso accompany activity that
explicitly combines the two spheres.
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ENDNOTES

YIn her critique of Granovetter's (1985) use of tambeddedness” term, Krippner
(2001: 777) argues that Granovetter adopts a ‘wisidhe social world as sharply
demarcated into neatly bounded and essentiallyatpeealms” and “remains trapped
in the limitations... that sharply separate the ecopérom the social.” She argues
this contradicts Polanyi’s central insights, and thais confused the conceptual clarity
of economic sociology’s utilization embeddedness.

’Demerath (2007) suggests the battle lines of thelady secularization debate are
least contested at the societal level of analfisisy which the concept of
differentiation stems. Critiques of other levelshe secularization thesis have
emphasized that religion in America has thriveda@ds 1989, Finke and Stark 1992,
Warner 1993).

3 A fund family can offer more than one mutual furfelinds within religious fund
families differ from each other on financial inv@&nt criteria.

“At year end of 2008, the total US mutual fund pagioh tallied $9.6 trillion in assets
(Investment Company Institute 2009). Religiousdfsitotaled $25.9 billion or .3
percent (0.003) of all US mutual fund assets.

®Despite Pax World’s founding by religious individsidt has never identified itself
as religious and is therefore not considered gicels mutual fund for the purpose of
this article.

® | compiled, what | believe to be, a comprehentisteof 18 US religious fund
families through Internet web searches, key woedcdees on mutual fund data bases
and by asking religious fund producers if they wareare of other religious fund
families. Four religious fund families (three Rystiant and one Muslim) are not
represented in my convenience sample for the fatigweasons. | was unable to
speak with anyone after repeated attempts withftned families, | was refused an
interview from one fund family for the purportechsen that the office was short
staffed and busy and | was not aware of anothet family at the time of my
interviewing.

" This majority should help assure the reader thainterview questions did not bias
responses in the direction of agreeing with myrinésv prompts.

8 Despite not publicly avowing a religious affiliati in promotional material, |
consider these three fund families to be religipadfiliated for two reasons. First,
their screening criteria clearly signal their redigs affiliation to insiders (Lindsay
2008). Secondly, their religious affiliation wasndéirmed through phone interviews
with a representative from the fund of interest atier religious fund producers that |
spoke with.
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® While this article is not theoretically interesiedhe relative frequencies of
embedding and differentiating cultural work, it mayme as no surprise that more
embedding work is observed. One explanation figriththat actors that self select
themselves to work for these funds (which repreaargxplicit intersection of religion
and finance) are already less likely to perceiviedkntiating dissonance between the
two spheres.
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Appendix 1.1: Generic Interview Script for Religious Fund Producer

Tell me a little bit about what you do? What'suygeneral job description?
Tell me a little about the history of Religious BunHow did it get started?

Are there any requirements about the religioustitieaf the fund manager? Must he or she
be religious?

(Asked of Christian fund representatives) Is Religi Fund affiliated with any denomination?
If so, talk about that relationship.

When | tell people I'm researching religious mutfuadds, most say they didn't know such a
thing exists; as if “religious” and “mutual funddd’t belong in the same sentence. So tell me
generally, what is your experience with combiniatigion and mutual funds.

(Asked of Christian fund representatives) I'm thinkof the parable in Matthew 6, where
Jesus says, “You can’t serve two masters...You davet both God and Mammon.” In a
sense, isn't that what Religious Fund is tryinglég serve God and Mammon?

Please tell me about the screening process atiReifund. What are your screening
criteria? How did Religious Fund decide upon thaseria?

Is Religious Fund involved in advocacy work throdhl mutual funds? If so, tell me a little
bit about that activity.

Does Religious Fund feel more pressure to incrgasecially responsible mission or to
increase returns for investors? Tell me aboutriuatig these two goals?

(Asked of fund managers) Do you pray that yourlsfmcks would be profitable?

If | were to spend a day at Religious Fund offisesuld its religious identity be salient? If
so, how?

How does Religious Fund differ from other religicustual funds?

Do you largely target religious investors? Whatasr marketing approach? How are
churches/mosques or other religious organizatiovsived?

I'm very interested in the experience of investorghat is the average investor like? Do they
invest in other conventional funds?

Are there any other things that came into your tesadie were talking that you would like to
tell me? Are there questions you wished | would asked?

Note: Interview scripts were modified to take imcount the religious identity of the fund, the
employment position of the interviewee and variotker pieces of relevant information | was able to
obtain before conducting my interview. This scifpa generic baseline from which modifications ever
made.
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CHAPTER 2
MORALITY IN THE FINANCIAL MARKET:
A LOOK AT RELIGIOUSLY AFFILIATED MUTUAL FUNDS IN THE USA

Socially responsible investing (SRI) mutual funde &decoming a
popular investment option for investors. Stemmingnt religious
origins, these funds deliberately inject moral @nes into financial
decision making. Focusing on religiously affiliatetutual funds, |
garner empirical evidence to investigate whethermtioral orientation
of investors impacts their financial market behaviol partition
mutual funds into religious SRI, religious non-SBé&cular SRI and
conventional funds and look for differences in lsvef fund asset
stability using data from the Center for ResearctSecurity Prices
(CRSP) from 1991 to 2007. This stability referghe extent to which
investors hold on to their fund shares with littbgiard to past return
performance and over all fund flow volatility. Rggbus SRI assets are
found to be the most stable fund category andudidate whether the
structural characteristics of religious groups leg tmoral orientation
of religious investors best explains this empirfoading.

From Socio-Economic Review011. 9(2):235-259. Reprinted with permission.

The USA stands out as an exceptionally religioustny (Demerath, 1998)
and a country increasingly wed to the financial kei{Davis, 2009). One
manifestation of this combination is the availakibf religiously affiliated mutual
funds. Most of these fund families are a part gf@wing field of socially responsible
investing (SRI) which represents a corner of tharicial market where morality
might hold significant sway. SRI mutual funds avownership in certain industries
or companies (screening) and/or try to change émawiour of companies they do
own (advocacy). SRI fund managers take moral ac&thkialues into consideration as
they decide which corporate stock they will purehasd how they will interact with

corporations they decide to own. This article exgdonvhether morality also impacts
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economic behaviour of SRI investors who must dewidieh mutual fund to invest in
and how long to continue holding those shares.

Modern day economic sociologists have exploredalemorality plays in the
economy (Zelizer, 1978; Etzioni, 1988, 2003; Stetral., 2006; Fourcade and Healy,
2007; Beckert et al., 2008; Quinn, 2008) but haad pttle attention to the unique
role religion might play. This article’s interestlieligion taps Weber’s ([1930]2009)
intuition in The Protestant Ethic and the Spirit of Capitalissranalyse how religious
forces impact economic phenomena. Religion schblave looked at various ways
religion intersects with the economy (Finke and§ta988; lannaccone, 1992; Hoge
et al., 1996; Chaves and Miller, 1999; Wuthnow,20eister, 2007, 2008; Peifer,
2010). While these accounts are instructive, ldatkention has been directed toward
religion’s impact on the financial market.

Etzioni (2003) asserts, ‘the more individuals auder the influence of moral
commitments, the more they are expected to perseferll5). One way this article
operationalizes perseverance in the financial maski® measure investor behaviour
in response to a fund’s previous return performahpefer to this as fund asset
stability. Previous research has compared the atsgtity of SRI funds and non-SRI
(or conventional) funds, producing mixed resultsm® find SRI assets to be more
stable than conventional funds (Bollen, 2007; Beresad Humphrey, 2008), whereas
others find SRI assets to be less stable (Rennedtoalg 2006; Osthoff, 2008). |
advance this line of research by zoning in on religly affiliated mutual funds in the
USA. | also consider four mechanisms that would leae to expect religious SRI
fund assets to be more stable than secular SRIdssets. Stemming from these

mechanisms are two plausible hypotheses. Thehfgsdthesis suggests that the
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structural characteristics of a religious grougllemamore stable investing. The second
emphasizes that religious actors are motivated imahneasons to continue investing.
In testing these two plausible hypotheses, | addit@s article’s main goal which is to
empirically demonstrate a moral impact on socidlaveur in the financial market

and by doing so, bring empirical evidence to adirgheoretical branch of economic
sociology. While both of these hypotheses (strattand moral) might be
generalizable beyond a religious context, focusimgheir religious instantiations

yields a sharper analytical focus.

Mutual Fund Categories

About 44% of American households own some kind ofual fund (Holden
and Bogdan, 2007). Mutual funds are regulated tnvest vehicles where
professional investment managers diversify a pbataney in stocks and/or bonds. A
portion of investment dollars is used to pay fa@itlinvestment expertise and
overhead costs, whereas the returns or losseg @ritestment accrue to contributing
investors. In the past three decades, SRI mutualsflhave become increasingly
available to investors. SRI is an important parthef larger corporate social
responsibility (CSR) field, which has been reseadcat the firm level (Margolis and
Walsh, 2003) and the national level (Gjglberg, 2008derman, 2009). This article’s
emphasis on SRI considers the ability of corposasaeholders to exert pressure on
corporations (King and Soule, 2009; Soule, 2009).

SRI mutual funds are recognized by their involvenierat least one of two
dominant activities; screening and shareholder easy (Domini and Kinder, 1986).

Screening is exemplified by SRI funds refusal teest in a well rehearsed list of
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industries deemed unethical by many, including ¢obaalcohol, gaming and the
military. These are commonly referred to as sieeas, pointing to the religious
influences on the SRI industry. However, many SRds have gone beyond the
standard sin screens to include a wider arrayraefesing criteria. To name just a few,
SRI funds now avoid firms that are involved in aalrtorture, have poor records of
workplace diversity, pollute the environment or @goor product safety records. A
second SRI mutual fund activity is shareholder adey. This refers to
communication with owned corporations through atbeg shareholding meetings and
using proxy vote'sto pressure firms to change their behavfomterestingly, to be a
shareholder advocate, SRI funds must first ownrparation whose behaviour they
believe can be improved.

Kurtz (2008) asserts, ‘Religious belief was thetfrationale for socially
responsible investment, and remains an importaneftoday, especially in the United
States’ (p. 253). In 1758, the Society of Frien@adkers) refused to do business with
anyone that bought or sold slaves (Domini, 200y)tH& 1960’s mainline, American
denominations began linking ethical concerns abmiVietham War and
environmental pollution to investment decision nmgk{Robinson, 2002). In 1971,
Methodist clergy established the Pax World Funé fitst mutual fund famifyto
screen for social issues (Shapiro, 199Phat same year an Episcopalian Bishop
attended an annual meeting of General Motors Catjaor, asking the company to
end its involvement in Apartheid South Africa. Adtigh the vote did not pass, the
momentum behind SRI grew and eventually many atwere insisting corporations
sever relations with South Africa (Robinson, 20@\en the important role religion

has played in the formation of the SRI industryha USA, it is appropriate to isolate
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religiously affiliated mutual funds for specialeattion.

| define a religious mutual fund as a fund that-agbws an institutional
religious identity. Religious groups in the USAthae represented by mutual funds
include Catholic, non-denominational Christian, Masand other Christian
denominations (see Table 2.1 for list of activerdl®jious mutual fund families as of
2008)° Thrivent Financial for Lutherans mutual fundshs bnly religiously affiliated
fund family that is not involved in screening ovadacy work and therefore not
labelled socially responsible. Stemming from mycdssion of SRI and my definition
of religious funds, | derive a two by two tablemofitual fund categories (see Table
2.2). The resulting four categories of funds (fielig SRI funds, religious non-SRI
funds, secular SRI funds and conventional fund#)bei utilized to determine whether
religious SRI investments tend to be more stalde gecular SRI investments. The
religious non-SRI fund category will be used toph@ésess whether morality has an
impact on financial market behaviour. Since presioesearch has compared
conventional funds with SRI funds, the followingthetical discussion and
hypotheses do not specifically address the conmealtifund category. Instead, this

article focuses on the intersection of a fund'gyreus affiliation and SRI status.
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Table 2.1: List of Active Religiously Affiliated Mutual Fund Families
in the United States (all class shares)

. - I Number
Mutual Fund Family Religious Affiliation of Funds
Ave Maria Funds Catholic 6
Epiphany Funds Catholic 3
LKCM Aquinas Funds Catholic 4
CAMCO Investors Fund Christian (non-denominational) 1
Centurion Christian Values Fund Christian (non-dematonal) 1
Eventide Gilead Christian (non-denominational) 1
Shepherd Funds Christian (non-denominational) 1
Steward Funds Christian (non-denominational) 12
Timothy Plan Christian (non-denominational) 18
Allegiance Fund Christian Science 1
Amana Funds Islamic 2
Azzad Funds Islamic 2
Iman Fund Islamic 1
Thrivent Funds Lutheran 75
Praxis Funds Mennonite 18
New Covenant Funds Presbyterian U.S.A. 4
GuideStone Funds Southern Baptist 49
199
Note: Number of funds (all class shares) that esists of 2008.
Table 2.2: Mutual Fund Categories
Religious Non-Religious
SRI Religious SRI Secular SRI
39 funds (.5 percent of funds) 75 funds (1 percéfinds)
Non- SRI Religious Non-SRI (Thrivent)  Conventional

33 funds (.4 percent of funds) 7,488 funds (98 gxarof funds)
Notes: The number of mutual funds represents adlscéhares of funds between
1991-2007 in CRSP data set that are used in subsegoalysis reported in Table 2.4.
Source: CRSP Mutual Fund Data (1991-2007)

Religious SRI funds are often recognized for tlmaique screening criteria.
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For instance, Islamic funds refuse to invest in emypany that collects interest
(effectively ruling out the entire financial segtdiue to Muslim prohibitions on usury.
The Christian Science fund screens out the phammiaaéindustry in line with its
religiously motivated belief in spiritual healinglany Christian funds screen out on
abortion and pornography. More progressive religifunds avoid weapons
manufacturers and environmental polluters. SRles€for both religious and secular
funds) are an important example of a moral compotiert could potentially hinder a
fund’s ability to maximize returns. Namely, placisigictures on what securities a
fund manager is able to purchase is often beliewddhmper the fund’s return
performance (Goldreyer and Diltz, 1999).

Indeed, an empirical question that has occupiedbtitieof scholarly research
is whether socially responsible investment prastiogact return performance. Some
find SRI hampers returns (Mueller, 1994), othensl fihey induce high returns (Shank
et al., 2005; Boasson et al., 2006) and still attied no difference (Hamilton et al.,
1993; Naber, 2001; Guerard and Stone, 2002; Bawsdr, 2005; Kurtz and
diBartolomeo, 2005). This debate over whether 8Réstments yield lower return
performance elucidates a certain tension; SRI tivgsnight be economically costly.
This analysis steers clear of this important redeguestion but does feature how fund

assets respond to lagged return performance.

Morality in the Financial Market
The field of behavioural finance challenges comrassumptions of rationality
in the financial market by providing descriptiveeaants of investor behavior

(Barberis and Thaler, 2003). For instance, Barbdr@dean (2000) find investor
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overconfidence leads to excessive trading, whidiges returns on investments.
Cooper et al. (2005) find investors irrationallaceto cosmetic name changes of
mutual funds. These empirical findings are gengm®bplained through psychological
accounts that emphasize sporadic emotional risksaggents or overconfidence. In
contrast, the approach taken here paints a diffg@ieture, where entrenched moral
imperatives impact investor behaviour.

Economic sociologists have considered the role afafity in the market in
various ways. Zelizer (1978) shows how religionyplhan important role in the
legitimation of life insurance in the nineteentmtey America. Etzioni (1988) posits
a project for socio-economics which centres aratedssertion that moral
motivation must be acknowledged alongside the rfaorgliar pleasure-seeking
motivation of neoclassical economics. Beckert (3Qfi8nts out the ambiguous
economic consequence of moral behaviour, whildagitigng different kinds of moral
behaviour in the market. Switching the causal arfeeurcade and Healy (2007)
provide a review of three different ways in whitie imarket may impact society’s
moral order. This article extends this largely tledical body of research by looking
for empirical evidence that morality is impactiig teconomic behaviour of average
investors’

Before embarking on the specific hypotheses thislawill address, | define
the term moral and point out two ideal types of afity that are at play in the SRI
realm. Etzioni suggests a moral act must meetdateria; ‘moral acts reflect an
imperative, a generalization, a symmetry when appio others, and are motivated
intrinsically’ (Etzioni, 1988, pp. 41-42). Accentirgy Etzioni’s first criterion will be

sufficient for this article’s treatment of moralitkdmittedly general, | define moral
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action as taking on an imperative quality where loeleeves they ought to behave in a
certain way.

In outlining different types of social action, Welakstinguishes between the
means and ends of the action. Value rational acsicaetermined by a conscious
belief of the value for its own sake . . . indepamitly of its prospects of success’
(Weber’'s [1922]1978, pp. 24-25). The idea that mm@ans are practiced despite ‘its
prospects of success’ is especially appropriatbeadinancial market because return
performance is an important measure of investmastess (or an important end). One
implication of Weber’s value rationality is thattineans by which monetary gain is
pursued is what matters most in the SRI realm.e®dang out certain types of stocks is
a good example of paying heed to the means of iimgeand this might cause average
investors to pay less attention to return perforeeai his deontological flavour of
ethics resembles Etzioni's (1988) treatment of ecibj

However, monetary gain is not the only end purdmedocially responsible
investors. The goal of shareholder advocacy isdate societal change. Many point to
the abolishment of Apartheid as a fitting examgla successful SRI drive for societal
change. In the SRI realm, ethical ends are corsidalongside monetary ends,
introducing a multiplicity of ends. When creatingecgetal change is a moral
imperative, a moral actor may consider various ragaraccomplish that end. This is
manifest in the willingness of SRI investors toildetately own ‘unethical’ companies
in order to take part in shareholder advocacy,cioma value rational actor would
not consider. This weighing of both means and enalches Weber’s definition of
instrumental social action where ‘the end, the rsgand the secondary results are all

rationally taken into account’ (Weber’'s [1922]19P826) and resembles a
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consequentialist version of ethics. Matched withghreening and advocacy functions
of SRI, moral imperatives can be value rationalynstrumentally pursued. Of
course, these ideal types need not be mutuallysixe in practice as evidenced by
many SRI funds that are heavily involved in botresaing and advocacy.

This generalizable discussion about morality islimoited to a religious
context. However, since modern day economic sogisie have scarcely considered
the role religion might play in economic behaviamd since religious actors have
played an important role in SRI's formation, this@de particularly investigates
whether morality is at play among religious fundastors. Additionally, the structural
characteristics of religious groups will be showrptove advantageous in empirically

demonstrating the impact of morality in the finatcharket.

Religious Structure or Religious Morality?
The following discussion of plausible religious rhanisms that lead to high
levels of asset stability will anachronisticallyopide theoretical justification to

motivate the following hypothesis.

HYPOTHESIS 1 Religious SRI assets are more stable than secitaaSsets.

In route to motivating this hypothesis, this disgiaa will generate two
additional hypotheses regarding why religious S§3k#s are more stable than secular
SRI assets. These two additional hypotheses addnessiary goal of this article,
which is to investigate whether the moral orietatf investors impacts their

investment behaviour.
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Structural Characteristics of Religious Groups

The solidarity in religious communities is an imgamt component of religious
life (Kanter, 1972; Becker, 1999; Durkheim, [191@02). Previous research suggests
that solidarity and cohesion within social groups induce sacrificial monetary
behaviour (Lawler, 2001; Collins, 2004; BeckertQg} Peifer (2010) demonstrates
that religious followers that perceive higher levef cohesion with their congregation
give more money to their congregation. This suggtsdt religious members might
extend high levels of trust to a mutual fund thedres their religious identity leading
them to be committed investors and less likelyetteem fund shares.

Many religious Americans attend religious servioasa regular basis and the
physical gathering and the social networks thetefosre amenable to spreading the
word about a variety of religious and secular opputies. Religious publications that
are dispersed among religious followers and wonhofith chains might serve as
effective conduits through which mutual fund infatmon can easily flow. These
religious networks could be especially effectivadvertising these religious funds
and in turn induce investment stability.

These mechanisms depend on the structural chasticethat are common to
most religious groups and do not depend on thesfusatially responsible
characteristics. Since the religious groups featimehis article have a common
congregational and sometimes denominational streictocusing specifically on
religious funds is an effective way to test thetiooming structural hypothesis
(whereas secular SRI funds have less obvious argtomnal structures in which

investors are already involved). Therefore, ifgiglus structural characteristics are a

53



main driver of religious fund asset stability, threfigious non-SRI funds should be

similar to religious SRI funds in terms of fund etsstability. More formally,
HYPOTHESIS 2a Religious non-SRI funds are similar to religioud &Rds in

terms of asset stability, lending support to theotly that the structural characteristics

of religious groups explains why religious SRI éss&e more stable than secular SRI

assets.

Moral Orientation

All SRI funds screen out certain companies thay tteem to be immoral and
Beckert (2006) refers to this morally driven ecomobehaviour as ‘blocked
exchange’. Durkheim ([1912]2001) suggests religiacisvity revolves around the
perception of the sacred (or things set apart)pmathne realms of life. This highlights
the prohibition of all things considered to be imguro the extent that religious
groups are especially concerned with avoiding intputhe screening function of
religious SRI funds would secure particular allegeamong religious fund investors.
Purchasing religious SRI funds is a way to maingapurer investment portfolio. This
screening function aligns with Weber’s value-ratibsocial action where the means
of investment (or the ethical status of the corpors owned) are especially
important.

Some religious SRI funds are also involved in shalder advocacy where
owned corporations are pressured to change theavioeur. Noting the importance of
a religious moral orientation, Nepstad and Williaf®807, p. 423) write, ‘Religious
beliefs, moral worldviews, and religious identitea® not the only resources for those
engaging in . . . collective action, but they camamong the most potent.” This
advocacy mechanism features religious followemsnapting to change society

through pressuring owned corporations to behaves mesponsibly. For religious SRI
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mutual funds, this action for social change isagtly done through direct use of
proxy votes, but funds also join activist coalissuch as the Interfaith Center on
Corporate Responsibility (ICCR), a faith-based argation that specializes in
shareholder advocacy. Religious investors thairdeeested in pressuring companies
to change their behaviour to align with their riigs values could be especially loyal
to their fund, resulting in more stable fund assdeye the moral imperative to change
society is religiously driven and of utmost impoita. The advocacy function of SRI
matches Weber’s instrumental rational orientatisaetivists see owning unethical
companies (enabling subsequent shareholder advoas@n acceptable means to
attain a moral end.

Since these moral mechanisms (value rational astduimental) are closely
linked to the socially responsible activity of semég and advocacy, they would not

be operating in religious non-SRI funds.

HYPOTHESIS 2bReligious SRI fund assets are more stable thagioeis non-SRI
fund assets, lending support to the theory thattbeal orientation of religious
investors explains why religious SRI assets areerstable than secular SRI assets.

These preceding structural and moral mechanism$iocento justify the
hitherto uninformed hypothesis. To test Hypothédsiwhich states that religious SRI
fund assets are more stable than secular SRI fliiedsjpare two financial measures
of fund asset stability across those categorigsuitial funds. Through observing
religious non-SRI asset stability, | adjudicate thiee religious structural

characteristics or a religious moral orientatiofikely to be driving the difference. It

is acknowledged that the data at hand are notcsetritito entirely rule out either the
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structural or moral hypothesis. Instead, | allo@ #émpirical data to provide positive

evidence in favour of one or the other.

DATA AND METHODS

The mutual fund data used in this analysis arertélaen the Center for
Research in Security Prices (CRSP) Mutual Fund PBealtacted at the University of
Chicago’s Graduate School of Businéghe CRSP data are survivor bias free,
meaning funds that were started and subsequemdg’ ‘cemain in this longitudinal
data set. This data set is widely seen as the coogplete collection of USA mutual
fund records and has been used in numerous filgnd#ications. It is not a random
sample of mutual funds, but more aptly represdmdull population of mutual funds.
For instance, the CRSP data set contains abouto3®€ active religious funds that |
have been able to identify. Since | am fundamentaterested in explaining the
investor behaviour that occurred in actual mutuatf, | am not inclined to view this
data as a random sample of a super populationt{gpathetical universe of possible
outcomes.)nstead, | will treat this as the apparent popaftatf mutual funds (Berk et
al., 1995). However, | report robust standard srsance this is customary practice in
the presentation of sociological results. But I wefrain from referring to statistical
significance in my interpretations and instead ukscthe magnitude of relevant
ordinary least squares (OLS) regression coeffisi€hiliak and McCloskey, 2008).

To my knowledge, this article presents the firshpoehensive list of religious
mutual funds in the USA. The list was collectechirimternet research,
correspondence with mutual fund industry insiders ey religious word searches on

the Bloomberg terminal and the CRSP data baseolrahd through website material,
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the fund prospectuses and annual reports in searefigious affiliation. Thrivent
Financial for Lutherans is the only religious fuiaghily that is non-SRI. The list of
secular SRI funds was generated by the histormalpdation from Social Investment
Forum (SIF) from 2001, 2003, 2005 and 2007. Tlsisviias also supplemented by
Internet search and key word searches (such asl’séethical’ and ‘environmental’)
on Bloomberg and CRSP data. Funds that SIF indlcatze socially responsible in
the past, but whose current prospectus contaimsdication of social responsibility,
were excluded from this list in order to avoid hmayfunds whose SRI status changed
at unidentified times. Funds that do not fall ietther of the preceding categories are
labelled conventional funds.

To help operationalize the stability of mutual fuesbets, | use fund flow. This
measures the ballooning and shrinking of the to¢alassets (TNA) of a fund that
result from buying and redeeming fund shares (&ird Tufano, 1998; Del Guercio
and Tkac, 2002; Bollen, 2007). More specificallynatual fund’s price per share
changes each day, based mostly on the performdinice fund’s underlying portfolio.
TNA is the product of the price per share and tim@lmer of shares that are held by
investors. Fund flow measures the change in TNAithdue to the change in the
number of outstanding shares, not due to the uyidgrperformance of the fund’s

portfolio. More formally,

(1) FFR, = TNA, /(1:;5'4 )-TNA
-1

FFis the fund flow for mutual fundfrom timet-1 tot measured as a percentage of
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the TNA at time-1. R is the return for the time periael tot.® A positive fund flow
of 0.05 means that, over the specified time petiogl, TNA of a mutual fund has
increased by 5% due to aggregate shareholder mesh@o be clear, a more direct
measure of mutual fund purchases and redemptior# jsublicly available, leading
to this fund flow measure, which is calculated frdata that is publicly available.

Financial analysts have found that the fund’s mesi(or lagged) annual
return is a strong predictor of fund flow (Chevakad Ellison, 1997). Funds with
higher annual returns at tintd tend to see an increase in share purchases. Ehatds
have poor performance tend to be punished withestemlemptions. This relationship
between lagged (or past) return performance and flow is the first way this article
measures fund asset stability. The second waynsesure each fund’s standard
deviation of monthly fund flows from 1991 to 20@bllen (2007) suggests fund flow
volatility represents the relative stability of thimvestors. A fund with high fund flow
volatility would indicate that on average investare redeeming many shares one
month and buying many shares the next. A fund l@ithvolatility would see fewer
and lower vacillations of this type.

In an analysis of portfolios of financial marketsaties, an important factor to
control for is the portfolio’s exposure to markiskr Formula 2 summarizes the
relationship between a fund’s excess return andsxe to market risk. This model
assumes that four macro market indicators movenliiee stock market (Fama and
French, 1993; Carhart, 1997). The standard macr&ehavent is operationalized by
the S&P 500, which represents the aggregate peafwcenof 500 large cap companies
in the USA. In addition to this single measurela entire market's excess return,

Carhart (1997) includes measures of returns ore tadelitional factors that nicely
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match common investment strategies. This includegelcap versus small cap stocks,

growth versus value and 1 year return momentunugersntrarian stocks.

(2) R,m - Rfm =4 +,51,i (rmm - rfm) +,52,iSME?n +,53,i HMLm +:B4,i I\/IOMm t &

Ri represents the return of fundnd Rf is the risk free rate of return (or thasry

rate) at montm. a;is the expected return of mutual funidl the market is neutral, or

all other market measures equal zero. This alppac@mmon measure of fund

performance since it controls for relevant riskdas. B, represents the extent to
which the fund’s excess returiR(,, — Rf;) follows the overall market's excess return

(MKTRF). The small minus big (SMB) factor stands flee monthly difference in
returns between a portfolio of small cap stocksalsoapitalization, or funds with
small TNA values) and large cap stocks. During rhsrhat have large SMB values,
funds that target small cap stocks should haveehigtturns than funds that target
large cap funds. It can therefore be assumed tinaisfwith similar SMB betas are
similar to one another in terms of their exposortatge (or small) cap stocks. In a
similar fashion, the high minus low (HML) factompresents the difference between a
portfolio of high book-to-market stocks versus atfohio of low book-to-market
stocks, which controls for the value versus groimtlestment strategy. The
momentum (MOM) factor shows the difference in retbetween a portfolio of the
past 1 month winners and a portfolio of the pasintidth losers. The preceding OLS
model (Formula 2) is estimated for each mutual fawer its historic monthly return

data and loaded into the data to control for epeltific fund’s sensitivity to the
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overall market climate or risk exposure. Thesedatso provide a way to control for
the investment style of the fund.

| constrict the data to only include funds that&&&% of its portfolio in
common stocks (Bollen, 2007) since these equitdduend to be the most volatile
and therefore provide a better case study to obgsbe/flow—performance relation.
Only funds whose mean monthly TNA from 1991 to 2@@ceed $10 million are
included in order to eliminate small funds that létely to see explosive growth and
distort fund flow measures (Bollen, 2007; Chevadiad Ellison, 1997). Funds that
were merged together are also dropped from the/sisakince these mergers
artificially impact fund flow. The majority of redious mutual funds were founded
after 1991, providing a natural beginning poinhc® 2007 was the last complete year
of data in the CRSP data set at the time of tlseaech, it is the cut-off date. The data
from the unusual market climate of 2008 and 2008 weavailable at the time of this

research.

Models and Results

Since mutual funds have become an increasinglylpopwestment vehicle in
past decades, it is not surprising that the cetgralency of fund flow is positive.
When considering annual fund observations that tieepreviously mentioned
criteria on size, exposure to equity, mergers aatlcontain full data for the following
flow—performance analysis, the median annual flod fs 0.01 and the mean is 0.99.
Visual inspection of data indicates cases of exd¢retvservations of TNA, likely the
result of misplaced decimal or other abnormal evehterefore, | follow Bollen’s

(2007) solution by omitting outlying fund flow meass that are less than -0.9 (-90%)
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and greater than 10 (1000%). This procedure drégsarinual observations, leaving
50 611 annual observations from which to obsemww-fperformance relation. This
same procedure drops less than three-one thousanfctHh monthly fund flow
measures which are used to calculate fund flowtiioyebelow.? Dropping these
observations reduces the annual fund flow mean2®, Ovhile maintaining the median
fund flow to 0.01. To put the median fund flow &flinto perspective, consider a

fund with a TNA of $200 million at year-1 and an annual return performance of zero
at yeary. The median fund flow of 1% indicates that the TAtAyear y is $202 million

[(200/(1 + Q)) + (200*0.01)], representing an anriofiow of $2 million in assets.

Flow—Performance Relation
First, this article considers how fund flow respsnad lagged return
performance while controlling for appropriate caases. Accordingly, the following

model will be estimated for each fund category.

FFiy = Bo + /iPOS y4 + B,AGE, , + 5;SIZE + S, ALPHA + sMKTRE

3
©) + BsSMB + B,HML, + B,MOM, + B,YRL992 +...+ B,.YR007, + &

FF.,y is the percentage fund flow for mutual funak yeary. In order to test for the
impact of the previous year’s return, binary vaeaPO$,.1 = 1 when the previous
year's absolute retuthwas positive and zero if otherwise. Following Bofls (2007)
methodology, | also control for the SIZE of the dufmean monthly TNA from 1991
to 2007) and the AGE of the fund in years at yeafear dummy variables (excluding

1991) are also included to control for the ovenadirket climate of each year. Control
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variables ALPHA MKTRF;, SMB, HML; and MOM are loaded from Formula 2 and
measure the sensitivity of each fund to the marketaddress this article’s
hypotheses, | am primarily interested in compathrggmagnitudes of the lagged

performance coefficient§s,) .**

Of the four featured fund categories, religious 8Rs are noticeably least
responsive to lagged positive performance. Follgwjiears with positive return
performance, the fund flow of religious SRI fund$i6% higher than a year
following negative performance, controlling for ather covariates in the model (see
Table 2.3). The magnitude of this religious SRIfioent is about 24 percentage
points lower than the magnitude for religious ndRF&inds (with a coefficient of
29.7), about 16 percentage points lower than se@R&funds (22.0) and about 30
percentage points lower than conventional funds9{33 0 help put the size (Ziliak
and McCloskey, 2008) of these percentage pointdifftials into perspective,
previous literature (Bollen, 2007; Benson and Huraph2008) has found substantial
and meaningful differences between conventional@Rtfunds (ignoring religious
affiliation). The comparable point differential ftris conventional-SRI comparison
(not shown in Table 2.3) is 18. This indicates thatmain differentials of interest (24
for religious SRI and religious non-SRI; 16 foriggdus SRI and secular SRI) are on
par with differentials described in previous resbaand therefore substantially large

and meaningfut?
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Table 2.3: OLS Regression of Annual Fund Flow

Religious Religious
SRI Non-SRI Secular SRI Conventional
Positive lagged return performance 5.6 (10.7) 29.7 (22.2) 22.0** (7.6) 35.9%** (1.6)
Age -0.6(0.6) -13.3** (4.6) -2.5%** (6) -2.0*** (0.0)
Size (mean monthly TNA)  -0.0 (0.0) 0.my0 0.0 (0.0) 0.0*** (0.0)
Alpha (lifetime) 4,844 (2498) -7,799 (11242)  5,560*(1636) 4,686*** (181)
Market-risk free return beta (MKTRF)  32.0 (16.2) 52.9 (44.2) 48.8** (15.8) 6.4** (2.0)
Small minus big beta (SMB) -13.5 (14.8) -qA4.4) 22.2(12.8) -2.9(1.7)
High-low book to market beta (HML)  29.6 (18.3) 64.3 (45.0) -21.2 (16.7) 13.5*** (1.5)
Momentum beta (MOM)  50.5 (65.6) -66.8 (147.2)228.0*** (55.6) 30.7*** (4.1)
1991  (referent) (referent) (referent)
1992 -3.6(16.0) -5.5(17.6) -24.8*** @h
1993 2.2 (12.6) -5.5(18.0) 2.3)6.4
1994 -14.4(14.9) -20.6 (15.4) -39.1***(p.
1995 0.2 (14.6) (referent) 20.7 (18.7) -11.7 (5.2)
1996 37.1(20.0) -0.2 (22.3) 3.6 (19.8) -21.6*** (5.2)
1997 14.1(23.6) -17.9 (23.3) 9.1 (22.8) -31.0*** (5.0)
1998 -9.1(13.4) 4.4 (29.8) -0.9()5.8 -37.4%** (4.8)
1999 -7.2(14.8) 33.8(29.8) 1.2 (16.2 -29.9%** (4.8)
2000 -4.0(14.9) 34.8 (38.4) -5.3(16.6 -40.0*** (4.8)
2001 9.1(11.9) 32.6 (37.4) -0.0(14.3 -28.2%** (4.5)
2002 -6.7(8.7) 35.9 (34.4) -3.5(15.1) -24.6*** (4.5)
2003 -2.8(7.6) 33.2(41.5) 28.1(16.3) -1.7 (4.6)
2004 12.8(22.2) 122.9 (86.9) 7.3(19.1) -39.8*** (4.7)
2005 -7.8(14.8) 104.9 (60.7) -7.3(16.5) -41.1*** (4.7)
2006 -17.8(14.9) 95.3 (60.0) -14.5(16.4) -51.6*** (4.6)
2007 -12.8(14.5) 56.5 (54.7) -5.6 (17.6) -58.0*** (4.6)
Intercept  -1.9(14.5) -28.4 (48.2) 4.8.6) 46.5*** (4.6)
N 224 " 168 570 49,649
Adjusted R Square  0.01 0.03 016 007

Notes: White's standard errors in parenthesesigftificant at 1 percent; *** significant at
0.1 percent; (two-tailed test). A fund is includ&the fraction of assets invested in equity
reaches 75% while the fund is in the data basdtenthean monthly TNA exceeds $10

million. Funds that were merged into were dropfsech analysis.
Source: CRSP Mutual Fund Data (1991-2007)

The control variable coefficients for the conventibfund category show that

an additional year of age decreases fund flow lmuaB%, while the impact of size

(in millions of dollars) is negligible. The alphaeasures (or the predicted slope-
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intercept from Model 2) have large positive impaetfund flow. The large point
estimate reflects the relatively narrow range phalvalues in the data, ranging from -
0.02 to 0.04. A difference of 0.01 in lifetime adpis associated with 47% higher fund
flow. Funds with higher market risk free returndsetend to see higher fund flow. The
negative SMB coefficient indicates that, on averdigeds that target small cap stocks
tend to have lower fund flow than funds that tatgege cap stocks. The positive
coefficient for HML indicates that value funds (timg to invest in high book-to-
market ratio) tend to have a higher fund flow tigaowth funds. The positive MOM
coefficient indicates that funds which tend to hipldst one month winners’ have a
higher fund flow that funds that tend to hold ‘p&&tmonth winners’. Compared with

1991, 2006 and 2007 saw much smaller fund flows.

Fund Flow Volatility

Fund flow volatility is measured by the standardid&on of monthly fund
flows of a mutual fund from 1991 to 2007. Fundswmidwer fund flow volatility are
made up of investors that tend to be more stabig plossible that a large portion of
assets could be leaving a fund, whereas othertongeare buying new assets. Fund
flow volatility may not capture this movement, dagag on the time period in which
this occurs. To minimize this possibility, |
measure the volatility of monthly fund flows instieaf annual fund flows. Including
important covariates, | predict the following modebrder to determine the relative

levels of fund flow volatility among the four furwtegories of interest.
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FF _VOL = g, + BrelNonSR] + 5,SecSR¥ S,Conv+ 5, ALPHA +
4) B.MKTRE + B, SML, + B,HML, + B;MOM, + B,SIZE + B, 1stYEAR+
B, ,MONTHS + ¢

Table 2.4: OLS regression of mutual fund monthly fand flow volatility
from 1991-2007

@) 2
Religious SRI (referent) (referent)
Religious non-SRI 0.18** (0.06) 0.16%8.06)
Secular SRI 0.03 (0.03) 0.06 (0.04)
Conventional 0.12*** (0.03) 0.14*** (03)
Alpha 1.41 (0.98)
Market-risk free return beta (MKTRF) -0.010®)
Small minus big beta (SMB) -0.02 (0.01)
High-low book to market beta (HML) -0.00 (0)01
Momentum beta (MOM) 0.03 (0.03)
Size (mean monthly TNA) -0.00 (0.00)
First year fund is in data 0.01*** (0.00)
Count of months -0.00*** (0.00)
Intercept 0.14** (0.03)  -18.94*** (0.97)
N 7,635 7,635
R square 0.002 0.10

Notes: White's standard errors in parenthesesigffificant at 1 percent;

*** gignificant at 0.1 percent; (two-tailed tesf}.fund is included if the fraction of
assets invested in equity reaches 75% while the ium the data base and the mean
monthly TNA exceeds $10 million. Funds that werrged into were dropped from

analysis.
Source: CRSP Mutual Fund Data (1991-2007)

FF.VOL represents the fund flow volatility of mutual fundReligious non-SRI funds
are denoted as reINonSRI =1 (zero if otherwise)ulse SRI funds as SecSRI =1 and
conventional funds are coded as Conv = 1. TheioeiggSRI fund category is the
referent category for the OLS model so that eadh@bther three categories can be
compared with it. Control variables ALPHAMKTRF;, SMB , HML; and MOM

represent the coefficients calculated in Formul@hz variable SIZEepresents the
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mean monthly TNA of each fund, 1stYEARpresents the first year the fund was in
the data set and MONTH®@easures the number of months used to calculatetide
flow volatility and helps control for the age oktfund.

Model 1 in Table 2.4 presents the base OLS modél wdicator variables for
three of the four fund categories. Each fund catefas a higher fund flow volatility
than the religious SRI category, which averaged (ritercept) fund flow volatility
across 39 funds (the number of funds is not shawrable 2.4). This statistic means a
mutual fund with a TNA of $100 million experienae®nthly fund flows with a
standard deviation of $14 million. Religious nont&hds average 0.32 (0.14 + 0.18)
in fund flow volatility across 33 funds, seculariSRerages 0.17 across 75 funds and
conventional funds average 0.26 across 7488 fulttsse descriptive statistics show
religious SRI funds to be least volatile. ModehZTliable 2.4 controls for appropriate
covariates and confirms that religious SRI funcesare more stable than both

religious non-SRI and secular SRI.

Discussion

| define moral action as taking on an imperativalijy. However, | do not
casually assume that religious fund investors areeratable due to a moral
orientation. Instead, | consider the strong altiveahypothesis that structural
characteristics (solidarity or advertising netwr&ee associated with stable fund
assets. Since the preceding results have showreliabus non-SRI funds have
lower levels of fund asset stability than religic&RI funds, the structural hypothesis
is not supported with the data at hand. It shoelddited that failing to observe high

asset stability among religious non-SRI funds dussule out the possibility that

66



religious structural characteristics are operaéingng religious funds. Future
research should find better ways to directly measarious structural characteristics
of religious groups and test for its impact on astability. With that said, these same
results do lend positive empirical support for therality hypothesis which | will

more thoroughly address in the concluding sectidhie article.

From a methodological standpoint, it is unforturthts there is only one fund
family that is religious and non-SRI. Ideally, omeuld want to observe more than
one fund family in order to neutralize any effettromeasurable attributes that are
unique to the Thrivent family of funds. Additiongllexisting mutual fund analyses of
this sort have not raised concern about dependemoyg fund observations within
the same mutual fund family. | therefore treafatids within the Lutheran fund
family as independent observations. Fortunatelyahge number of funds offered by
Thrivent allows the sample size of religious SRd agligious non-SRI funds to be
comparable.

The large number of Thrivent funds also raisesaagible alternative
hypothesis that has yet to be addressed. Usingnattenal data on SRI funds and
comparing to UK equity funds, Renneboog et al. @Ghds that the number of funds
in a fund family is associated with lower fund dasstability. This suggests that
Thrivent assets could appear less stable becausstans are rolling over shares from
one Thrivent fund to another. Since other religitwrsl families
have fewer investment alternatives within theipeegive families, fund asset stability
could be a result of the relatively fewer investingptions available to religious SRI
fund investors. The fund data at hand is unabbietect where assets are being moved

to and from. In order to properly test this hypaikefurther research is needed to
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determine the viable investment options SRI inussaatually face and in turn,
whether this is associated with fund asset stgbltiis important to note that this
alternative hypothesis would assume and depend

upon religious investors excluding other funds friwir universe of possible
investment options. This article helps frame thégdssion of fund exclusion by
exploring both structural and morally based expiana for this type of blocked

exchange.

CONCLUSION

Previous research on SRI fund investment stal{iilen, 2007; Benson and
Humphrey, 2008) has ignored the religious affibatof SRI mutual funds. After
isolating the population of religiously affiliatédnds, | find stark differences in asset
stability. Religious SRI funds are less responsiviagged performance and
experience less fund flow volatility than secul&l8unds, confirming hypothesis 1.
This finding supports Weber’'s argument that religgan have an important impact on
economic phenomena, an insight that has been mostly
ignored among present day economic sociologists.

Addressing this article’s main contention, the emspl results lend support to
the morality hypothesis. Namely, since religious48RI| assets are less stable than
religious SRI assets, | conclude that the morabatties of socially responsible fund
activity (screening and advocacy) represent a gtforce in producing high levels of
asset stability in religious SRI funds. In contrmsbehavioural finance sensibilities,
this asset stability does not appear to be thdtrekurational mistakes or cognitive

lapses, but the consequence of thoughtful moraracto revisit Etzioni’s (2003)
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posited association between morality and perseeerdhese results confirm that
morality leads to investment perseverance amomgjaas SRI investors. Beckert
(2006) aptly notes that this display of moralitytmbbe viewed as good or bad. A
financial advisor that is concerned about a clengtirement savings may view this
perseverance to be financially foolish (dependingh® fund’s return performance).
However, that same perseverance may be admiradled as holding to ones moral
beliefs, especially in the face of significant mtamg sacrifice.

The moral orientation of fund investors can bedfd into two ideal types. By
screening out unethical companies, SRI investos di moral means of investing in
the stock market. On the other hand, the advocearygpof SRI aligns with the moral
imperative to produce societal change. The forrignsawith Weber’s notion of value
rationality, where actors are concerned with algjdg moral means with little
concern for the outcome. The latter highlightsrastrumental orientation that
emphasizes a moral imperative to change societtheianost suitable means to meet
that end. Further research is needed to explorethese moral orientations impact
investor behaviour. Visiting the bigger picturewaver, it is possible that value
rational SRI investors will continue investing diggpmpressive returns and despite
promising signs of societal change. On the othadhmorally instrumental SRI
investors would be more attentive to the prospefcedfecting societal change through
their mutual fund involvement.

In conclusion, this research makes a contributoting largely theoretical
body of literature on morality in the market by angally demonstrating a moral
impact among religious SRI fund investors. | halveven that religious SRI fund

assets are more stable than secular SRI assetaigirhcomparisons with religious
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non-SRI funds, | have demonstrated that a morahtation is a likely explanation for
this finding. These combined findings suggest thgious morality can have an
especially potent impact on financial behaviourisTih turn warrants further attention
to the role of religious influences and moral ieffices in the economic realm.
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ENDNOTES

1| am referring to proxy voting above and beyondlégzally mandated requirement.
All funds are required to make their proxy votirgjiaty available to the public.
Funds typically vote in accordance with company ag@ment (Davis and Kim,
2007), whereas SRI funds are ostensibly more litelote against management.

Both screening and advocacy are forms of sociaponsible behaviour. The
content (or the issues that funds are concernedtipiscdeemed ethical or unethical
from the particular perspective of the SRI fundamag the term ‘ethical’ is relative.
For instance, one SRI fund might ethically avoidhpanies that offer benefits to same
sex partners of employees, whereas another SRIrfugiak ethically seek to own
those same companies.

3A fund family can offer multiple mutual funds thdiffer on financial criteria.

*Despite Pax World’s founding by religious individsigt has never identified itself as
religious and is therefore not considered a religip affiliated mutual fund for the
purpose of this paper.

°It is acknowledged that there are notable doct@mal cultural differences between
these religious groups that could affect econorsitalviour. For instance, Tropman
(2002) elaborates a particular Catholic ethic, Whemphasizes community over
individualistic capitalistic pursuits. Islamic finee has its own distinct character
(Maurer, 2006). In this analysis, however, thes@wua religious traditions are joined
together under one ‘religious’ category. Teasingdffierences between these
religious traditions is an important direction tlfatiure research should take.

®Since average Americans are increasingly investimgutual funds for their
retirement (Lusardi, 2008), this analysis featuhesbehaviour of non-financial
experts. This emphasis expands the growing sodaabliferature on finance (Knorr
Cetina and Bruegger, 2002; Beunza and Stark, 20@4Kenzie, 2006), which tends
to focus on the behaviour of financial experts.

"These data were collected from the following pringeurces; Fund Scope Monthly
Investment Company Magazine, the Investment De8@lgysst Mutual Fund Guide,
Investor's Mutual Fund Guide, the United and BabShrual Fund Selector and the
Wiesenberger Investment Companies Annual Volumeasds that were not listed in
these sources were added, although instancessoivéne rare. CRSP continues to
update this list and uses various methods to ertbardata are accurate.
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8 A fund’s monthly return represents the change ioepper share or Net Asset Value
NAVi,m - NAVi,m—l + Di,m
NAV m-1
dividend distribution per share for montit1to m. For the flow-performance
analysis (which looks at annual fund flow), montréyurns are annualized as follows,

12
R.y ={|‘| (R +1)}—1.

m=1

(NAV) as follows R, ,, =

. D, ,represents the fund’s total

*To exemplify the kind of anomalies this procedungits one fund’s monthly TNA
hovers around $3 billion for years, yet dips to @000 for one month before
returning to its previous level. This procedure @nain observation with a fund flow
of 3 286 008. Fund flows that are this large areelpful in detecting the kind of
investor behaviour this paper is theoreticallyiegted in.

%Since | am theoretically interested in the aggregesponse of average mutual fund
investors, | use lagged absolute return performarstead of relative return
performance. In doing so, | assume average inveatermore likely to react to their
fund’s absolute return, as opposed to investoigdake extra step to observe and
process relative returns. Bollen (2007) similarlgasures lagged performance in
absolute terms.

YFor those who would rather view this data as asemdample of a super population
and are therefore concerned about statisticalfgignice of the hypothesized
differences, | control for potential dependencyeasiduals of annual observations
within the same fund by calculating White’s stamdarrors (presented in Table 2.3),
clustered robust standard errors (clustered withutual fund) and a hiearchical linear
model (HLM) at the mutual fund level. The latterotanalyses produce results that are
similar to those presented in Table 2.3 and ardadbla upon request.

12t is acknowledged that both the religious SRI aglitjious non-SRI coefficients
could be viewed as no different than zero, becthuseffects are not statistically
significant. This could be due to the relativelyahsample sizes for religious SRI and
religious non-SRI categories. To make inferences $aper population, | predict a
pooled analysis (n = 50 611). In this analysisiclude a binary lagged positive
performance variable, binary variables for thragdfgategories (religious non-SRI,
secular SRI and conventional) and interaction \emfor each fund category and
lagged positive performance variable. The summatfdhe fund category and the
appropriate interaction variable coefficients istebound to be greater than zero (P,
0.05) in all three comparisons, using the t tedt\Afald test. These results (available
upon request) show that the aggregate reacticagtged positive performance of
religious SRI is lower than that of the other thcagegories of funds and the
difference is statistically significant for each.

3In order to determine if the difference betweeigielis SRI and secular SRl is

statistically significant and can therefore be iirdd to a super population, | perform
the following analysis. The positively skewed nataf the fund flow volatility
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distribution (partially because fund flow volatlits bounded at zero) is inherited in
residual plots, leading to heteroscedasticity sicheals. The logarithmic
transformation of the dependent variable ameligréies diagnostic concern,

providing more accurate standard error estimateS @ediction of the logged
monthly fund flow volatility on the full model (whtfeatured covariates and robust
White standard errors) produces results that aontitose presented in Table 2.4. One
important difference is that the positive coeffitiéor the secular SRI fund category is
statistically significant at the 5% level (two-&il test). These results are available
upon request.
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CHAPTER 3
MORAL AND MONETARY INTEREST IN SOCIALLY RESPONSIBLE
INVESTING

Analyzing original survey data of socially respdmsiinvestors (SRI),
this article seeks to demonstrate that moralityige$ commitment to
SRI mutual funds. In order for the SRI industryeftectively impact

the behavior of corporations, more and more invsstall have to

shift and keep their investment dollars in SRI elds (investment
behavior | refer to as fund commitment). This cts theoretical
orientation focuses on moral and monetary “intgtedtfined as an
individual level driving force. This theoreticaih@hasis on individual
interest expands both economic sociology’s strattapproach and
behavioral economics’ emphasis on cognitive biagdsd empirical

evidence that moral interest induces fund commitme@rSRI mutual

funds, demonstrating that morality impacts behawwen in the
financial market, a realm where monetary interegipssedly reigns.
At the same time, | also find some evidence thahetery interest
decreases fund commitment.

Socially responsible investing (SRI) has the patémd change corporate
behavior by allowing investors to vote with thealldrs. SRI mutual funds add a
moral component to the financial priority of gerterg investment returns by refusing
to invest in certain corporations (screening) amehimunicating with management in
attempt to change behavior of corporations thabameed (advocacy). Existing
research suggests these moral priorities leadgteehilevels of fund commitment (or
more stable asset levels) in SRI funds in comparisaonventional mutual funds
(Bollen 2007, Peifer 2011). This implies that widuals who choose to invest in SRI
funds will hold those shares longer because of theral motivations. However,
existing evidence derives from changes in mutuadi fasset levels over time,
necessarily ignoring investor level behavior anduates. This article helps fill this

void in SRI research by describing and analyzingrecedented survey data from
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investors of one denominational SRl mutual fund.

Analyzing survey data of SR investors provideslaatsle opportunity to
entertain alternative explanations for heightemegls of SRI fund commitment. In
other words, it might not be morality that is indg SRI fund commitment. For
instance, SR investors may tend to be buy-and4hekstors which would mean they
are committed to their SRI funds as well as thementional funds. The religious
context of this case study isolates especially g alternative explanations for
heightened levels of fund commitment. For instaitaaight be religious identity that
cements the loyalty of investors, not the SRI atgtivOr the structural networks
fostered in local congregations may induce commitnbe religiously affiliated
mutual funds.

It is also possible that SR investors are justreshted toward generating a
high return as non-SR investors. Perhaps the &#el is casually adopted, yet
quickly abandoned when return performance is peeckio be harmed. In this article,
| emphasize both monetary and manéérest and a concept that is relatively absent
from most sociological analyses and can be defasean individual level driving
force (Swedberg 2005)Alongside testing whether moral interest is indgdinnd
commitment, | test whether monetary interest regl&fel fund commitment.

Much of the scholarly debate on SRI revolves aro8Rdireturn performance
(Kurtz 2005). Indeed, one can easily imagine imagstorswant SRIs to be a win-win
scenario, where both moral and monetary goals@imized. Industry pundits refer
to this as the coveted ability to “do well and lm®d.” But what to SR investors really
think, and how does their perception of SRI refperformance impact their

behavior?
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The issue of fund commitment is important becanswder for the SRI
movement to have a stronger voice among corposatisidn makers, SRI assets must
reach a critical mass. Once corporations beconre negponsive, this should in turn
attract even more SRI assets as potential invelsegis to realize they can effectively
change corporate practice (Landier and Nair 206@nd commitment is measured as
the decision to continue investing even in the fafdew return performance. |
analyze original survey data from a random sampMennonite Mutual Aid
(MMA) ! Praxis mutual fund investors. This is the firsademic survey of individual
SR investors that | am aware“fAfter considering plausible alternative hypottede
find that moral interest does induce fund commitheaerd monetary interest tends to

reduce it.

Moral and Monetary Interest

The discipline of sociology has largely ignored tloecept of interest, which
can be defined as an individual-level driving fo(Gevedberg 2005). But this is not
due to a lack of attention by one of sociologyassiical thinkers. The second part of
Max Weber’s well known “switchman metaphor” is afteecounted among
sociologists. It reads, “world images’ ... like gahhmen, determined the tracks along
which action has been pushed.” However, Weberdsserts that “material and ideal
interestdirectly govern men’s conduct” (italics mine) (Welp£915] 1946: 280). This
article borrows Weber’s dual concepts of matenml mleal interest and instead uses
more specific terminology; moral and monetary ieg¢r This emphasis on interest
builds upon Weber’s definition of sociology as theerpretive understanding of

social action” where social action is recognizeewkhe actor “attaches a subjective
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meaning” to his or her behavior (Weber [1922]19%0: In particular, | argue that
moral interest is a particularly potent type ofjsglive meaning that drives social
action (or investment behavior) even in the finahmarket, a realm of the economy

supposedly driven by narrow monetary self-interest.

In TheMoral Dimension Etzioni (1988) explains that pleasure seeking and
moral interest drive economic behavior. Althougiblshed during the formative
years of new economic sociology, Etzioni’'s emphasisndividual-level motivation
(or interest) has been scarcely advanced by thieetdifBeckert et al. 2008). Instead
new economic sociology has staked its identitydwidplaying the importance of
monetary self-interest (or desire for pleasure)igiyr because of the concept’s
perceived resonance with neoclassical economicsl ikstead of emphasizing moral
interest, new economic sociology founders showbaseembeddedness in structural
networks help shape economic outcomes (White 1G8innovettor 1985, Burt
2004). This article expands economic sociologgimpirically testing whether
morality impacts financial market behavior and amkledging monetary interest

deserves more attention.

This theoretical orientation to interest also ragainst the grain of behavioral
economics, which tends to assume financial behasidriven by unconscious biases
and cognitive errors (Statman 2011, Thaler and t8um2009). For instance, Akerlof
and Shiller (2009) describe economic activity asedr byanimal spirits By this,
they mean behavior that is frequently “irrationahasguided” and “restless and
inconsistent” (pgs. 3-4). In contrast, this agipursues a model of behavior where

actors are generally aware of and driven by thein mterests, in particular their
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moral interest.

The broader concept of morality has recently resbizy boost of energy among
sociologists, exemplified by Hitlin and Vaiseywmndbook of the Sociology of
Morality (2010). This article follows social scientific@paches that view morality
as “a domain where concepts like good and badt agti wrong are relevant,” as
opposed to evaluating whether a certain actiomgig or wrong (Hitlin and Vaisey
2010:5). Macro-level sociological accounts emp®society’s moral order as a
central factor in explaining human behavior (Zeliz878, Wuthnow 1987, Smith
2003, Fourcade and Healy 2007). In contrast,dttisle garners individual level data
to build upon existing research that suggests ntpialdriving SRI fund
commitment.

Peifer (2011) compares aggregate measures ofsiabdity across three
mutual fund categories: religious SRI, secular &R religious non-SRI. Religious
SRI fund assets are found to be more stable (srihegacted by the previous year’s
return performance) than secular SRI assets andhsaoetical explanations are
elaborated. One explanation points to religiousttivated morality. Since this
mechanism requires the fund to be socially respmsieligious non-SRI funds
would not experience asset stability for this reasdhe other explanation points
toward the structural attributes of religious greuguch as high degrees of trust
directed toward co-religionists. The religious f®RI funds should experience
heightened levels of asset stability if this meatianis dominant. Religious SRI
funds have higher levels of asset stability thdigicais non-SRI funds, providing

evidence in favor of the morality mechanism. Tdniscle will determine if the impact
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of morality on investor commitment to SRI funds demverified at an individual level
of analysis and alternative hypotheses will be nig@rously accounted for.

Monetary interest is defined as the desire to actat® more money. Most
neoclassical economic models assume monetary shierthe only one at play and
drives all cost-benefit analyses. In contrastnpbasize that monetary interest is one
of many different interests (Swedberg 2005). Is tase, | assess both moral and
monetary interest side by side. Neoclassical nsoaieéconomic behavior also tend to
assume the universal importance of monetary intedascontrast, | emphasize the
contingent nature of monetary interest, which \saeross individuals, time, place

and culture.

Socially Responsible Mutual Funds

Planning for retirement is now an important conderrmany Americans.
Many workers that retired before the 1980’s coelg on social security benefits and
employer’s defined benefit pensions. Howeverdh@nging pension landscape in
America means future retirees will have to relyaomore complex mix of assets
(Poterba, Venti and Wise 2008). As a result, timalper of mutual funds available has
grown precipitously (Davis 2009) in the past thdeeades from around 500 funds in
1980 to 8,624 in 2009. Having just stated that etary interest is contingent upon a
larger context, this marked shift in the Americamgion landscape creates a context
where individuals are likely to be increasinglytume with their own monetary interest
in the financial market. This helps provide théioad motivation to analyze the role
of monetary interest in mutual fund investment lv&dra

Mutual funds are now the most common way many Aca@s interface with
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the financial market. A mutual fund is an investineeshicle where professional
investment managers diversify a pool of money atlss and/or bonds. A small
portion of investment dollars are used to pay fi@irtinvestment expertise and
overhead costs, while the returns or losses oitlestment accrue to the contributing
investors. Forty-four percent of American housdeawn mutual fund in 2010 with
about seventy-five percent using the investmeniclelfor retirement (Bogdan et al.
2010).

SRI mutual funds represent an explicit combinadbbmorality and the
financial market. SRI funds are involved in atsieane of three activities; screening,
shareholder advocacy and community investment (Doamd Kinder 1986).
Screening refers to the refusal to invest in congsaa fund deems to be unethical.
The most commonly screened industries are tobatcohol and gaming (or casinos).
Some SRI funds also engage in positive screenihgravparticular companies are
targeted for ownership. A second SRI mutual fucti/ay is shareholder advocacy.
This refers to communication with owned corporasitimough attending shareholding
meetings and using proxy votes to pressure firnth&émge their behavior. While
nearly all SRI funds are engaged in screening, fganactice shareholder advocacy.
The least frequently practiced prong is commumityestment, wherein fund assets are
directly invested in community development efforts.

Despite substantial growth of SRI assets sincd889’s, their proportion of
all mutual fund assets has hovered around 2 to@pe Mennonite Mutual Aid
(MMA) Praxis is one SRI fund family that is associatethwhe Mennonites and is
heavily engaged in screening, advocacy and commimiestment. Praxis screens

out companies involved in the military industry &nds to avoid companies with
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questionable environmental practices, among mamgraicreening criteriy.| was
given unprecedented access to conduct a phoneysuiitiea simple random sample
of Praxis investor households, which | analyze h&imce the population of SR
investors is largely hidden, this feasible resea&$ign provides a rare opportunity to
focus on one particular SRI fund family and tegtditheses regarding fund
commitment. In this article, | will not be arguitigat morality has the strongest
impact amongeligious SRI fund investors. Instead, | suggest this l@'gdindings

generalize to all SRI fund investors, an issuée tap in the conclusion of this article.

THEORY AND HYPOTHESES

Fund commitment is the dependent variable to beigtexrd through
multivariate regression analysis. Assuming repgrformance is an important reason
people invest in the financial market (driven bgithmonetary interest), this article
conceptualizefund commitmerds continuing to invest in a mutual fund even when
one believes they may be getting lower return perémce by doing so. This article’s
conceptualization of commitment represents behabove and beyond that which is
performed out of habit. Inertia may be a good galrexplanation for why investors
continue with their current investment portfoliBut | intentionally measure fund
commitment as persistengespite ofa convincing reason to change, such as a belief
that one is earning lower return performance. Thisceptualization of fund
commitment closely matches existing research onaie (Bollen 2007, Peifer

2011).
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Buy-and-Hold SR Investor

In thinking about SRI commitment, it is importaatdonsider the plausible
alternative hypothesis that fund commitment isdroten by individual level interest,
but that SR investors are unique in some other vilayther words, perhaps high
levels of asset stability result from SR investoegng more committed to all of their
mutual funds. Perhaps they are more likely toupednd-hold type of investors that
many financial advisors condone. To address thesrative hypothesis, Praxis
investors who also invest in conventional fundsqwikball dual investors) are asked a
guestion that measures their commitment to theikiBrfund. Later in the survey,
respondents are asked the same question that regsdmssior her commitment to a
conventional fund. Investors’ moral impulse regagchow one ought to be involved
in the financial market should, on average, indnoge commitment to Praxis than to

conventional funds.

HYPOTHESIS 1 bual investors are more committed to their Praxisd than to
their conventional fund.
Moral Interest

Etzioni (2003) asserts, “The more individuals auder the influence of moral

commitments, the more they are expected to perséwdren circumstances change).”
Instead of perseverance, | use the teaommitment A significant impediment to
testing the simple proposition that morality drivve®nomic behavior is the difficulty
in operationalizing morality. Analyzing SRI funditcomes (as opposed to mutual

fund behavior in general) helps overcome this cliffly because of the explicitness of

the moral component associated with SRIs. Praxisstors are likely to be aware that
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their investment managers are screening out cettiagis of companies that are
morally problematic and/or doing advocacy workislalso reasonable to expect those
knowledgeable SR investors to gauge how importeegd activities are to themselves.
This makes possible the following hypothesis.

HYPOTHESIS 2Praxis investors who more highly value Praxis soieg and
advocacy functions are more likely to be commititettheir Praxis fund.
Monetary Interest

It is possible that SRI moral interest overshadtvesmundane concerns about

money. After all, Americans routinely give theioney away to charity, a moral and
economic act that earns no monetary rewards imrretdet, the financial market is a
venue where we would expect monetary interest @ $teong force. In general,
people invest their money in the financial marketduse they want to accumulate
more of it. This is especially the case now simeestors are repeatedly told that the
comfort level of their retirement years dependsrutheir saving discipline and
financial acumen in the financial market. In tbése study, the degree to which
investors value their Praxis return performancelgioperationalizes their monetary
interest in their SRI fund. Based upon the assionghat financial actors are driven

by monetary concerns, | hypothesize,

HYPOTHESIS 3Praxis investors who more highly value the impoctanof their
Praxis fund’s return performance are less committed

One criticism of the broader concept of SRI deriivem a strict reading of

modern portfolio theory (MPT), which asserts thestricting the universe of potential

88



investments, for any reason, leads to suboptintatirgerformance (Kurtz 2005).
Since SRI fund managers screen out certain statksaval grounds, SRI return
performance should suffer according to MPT. Onater hand, some have argued
that SRI can lead to higher return performancegumiding companies with high
litigation costs (such as environmental pollutens)l actively owning companies with
higher productivity stemming from well treated eoys#es (Landier and Nair 2009).
However, Kurtz (2005) surveys the literature on &Rlrn performance and
concludes, “There is very little disagreement at8Rt performance. It has not been
dramatically different from unscreened performaocer long time periods.”
However, devoid from this important scholarly debigttheperceptionof SR
investors. How do they view their SRI fund’s reterformance? Forthcoming
descriptive results provide a clearer picture ofiSRstor perception.

SR investors can be divided into three camps. bk they are sacrificing
on return performance. Others think their SRI fgild returns that are comparable
to conventional funds. Still others think they asgning higher returns. The tenor of
the academic debate on SRI return performance wsmdch to suggest the success of
the SRI movement depends upon the growth of thisrlgroup that believes they are

“doing well and being good.” It would follow that...

HYPOTHESIS 4alnvestors who believe they are earning higher nesurom
Praxis (as compared to conventional funds) are ntoremitted than those that
believe they are getting comparable returns.

Those that believe they are making a monetaryfgaehy investing in Praxis, and yet

continue to hold shares, could be argued to bentbst committed. Perhaps the
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cognizance of that monetary sacrifice is compensatth the satisfaction of meeting
one’s moral obligation. However, following the tinetical orientation that monetary

interest drives financial market behavior, | hypstize...

HYPOTHESIS 4bPraxis investors who believe they are getting lom¢urns from
Praxis (as compared to conventional funds) are tesamitted than those that believe
they are getting comparable returns.

DATA AND METHODS

There are few existing data sets that focus orviddal investors and collect
measures relevant to the study of SRI (Godshalk 2Gdeenberg Quinlin Rosner
2006). Kurtz (2005) reports that a major shorteunof these studies is that they
“report beliefs, not behavior.” As far as | am aejathe data utilized in this article
provide the first academic analysis of SRI fundeisters and makes use of both
investor attitudes and behavior.

Since an estimated 3 percent of all mutual funeésters invest in SRI,
collecting nationally representative data with Hatitory sample size of this small
group is a challenge. By focusing on one SRI fiamdily, gathering data about a
substantial number of SRI fund investors becomeasipte. With the gracious
cooperation of MMA Praxis mutual funds, a simpladam sample of retail investor
households was selected for inclusion in the stualpilot test of 25 respondents was
conducted and minor changes were made to the sguestionnaire. The phone
survey was conducted by Cornell Survey Researdhutesin January and February
of 2010 (see Appendix 3.1 for survey questionnaikeyespondent that felt

knowledgeable enough to answer questions abottahsehold's MMA Praxis
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investment decisions was instructed to completetiume survey. A total of 499

Praxis investors completed the phone survey, crgatiresponse rate of 62 percént.

RESULTS
Descriptive Portrait of Praxis Investors

SRI mutual funds have existed for about three dexaget relatively little is
known about the people who invest in them. Befesting hypotheses, | present
some descriptive statistics of interest. For ims¢a it turns out that 38 percent of
Praxis investors also invest in a conventional raufund (see Figure 3.1 and sum
23+15). In other words, more than a third of Psarivestors could be considered
“morally diversified” because they also invest umdls that could possibly own
military defense companies, tobacco producers ampla@mental polluters. While
casual conceptions of morality frequently connatk 6r nothing” scenarios, reality
reveals a murkier picture. These dual investgosasent a pool of investors who are
likely to be aware of the potentially immoral asfseaf conventional mutual funds, yet
continue to invest in such funds. When aske@tomcile this contradiction in
subsequent phone interviewsespondents often indicated they are forced teshin

conventional funds through their employer’s 401408b plarf.
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Figure 3.1: Proportion of Respondents that
Invest in Featured Type of Mutual Fund
(N =499)

Don't know

Praxis & 13%
other SRI
10%

Praxis alone
39%

Source: 2010 Praxis Phone Survey

To get an idea of why respondents decided to inveBtaxis, they were

simply asked, “Why did you begin investing in P& This methodological

approach is effective in gathering the first the)ghat cross a respondent’s mind.

Because interviewers were not instructed to probenore comprehensive answers,

many of these open ended responses tended tosiee tédo it because my employer

offers it,” is one example. However, another resjent gives a lengthier answer.

Because | do have a concern about where my investraee made and |
have a very strong peace stance. | only get orein@n election and
this way | have several votes in how my money ensplf it means that |
would not get as high a return then that's fins.imhportant that | speak

with my dollars.

All open-ended answers are coded according tertiergent categories. One

respondent’s answer was frequently coded into rti@ne one of the following

categories.

More than a third (and the largest portion) of tesges mention the ethical or
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“socially responsible” aspect of the fund (see FegBL2), verifying the SRI
component is an important reason people begin imges Praxis. For instance, one
respondent invests with Praxis because the fundyfasmmindful of “investing in
certain kinds of businesses and not others.” Hewdthere are other reasons given
for investing in Praxis that are less morally r@letr For example, a quarter of the
sample mention that they are Mennonite or atteki&anonite church as a reason.
Twelve (12) percent mention that Praxis was offdrgtheir employer. Ten percent
say something like “to save for retirement,” a tyeesponse that | label “invest
money” because it sounds as if they were answéhnimgjuestion, “Why did you begin
investing in anutual fund” These categories of responses provide eviddratdoth
a moral orientation toward Praxis’ SRI involvemantl more mundane reasons are
drawing fund investors in. | now address hypotkdkat deal with the impact of
moral and monetary interest on fund commitmentetibelo understand what is driving
Praxis investment behavior.

Figure 3.2: Proportion of Responses to Open Endedu@stion,
“Why did you begin investing in Praxis?”

SRI

Mennonite
Trustworthy co.
Employer's plan
Invest money
Financial advisor

Religion/Faith

000 005 010 015 020 025 030 035 040

Note: Since respondents can be coded into moreaih@icategory, the
proportions sum to more than one.
Source: 2010 Praxis Phone Survey
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Buy-and-Hold SR Investor

| now entertain the possibility that SR investars more likely to be a buy-
and-hold investor which would provide an explarmafior higher levels of SRI fund
commitment. To do this, | isolate the thirty-ei@B8) percent of Praxis investors that
also invest in at least one conventional mutuadifwrhich is defined as a mutual fund
that is neither engaged with screening nor advoeamrk.

These dual investors, as | am calling them, wekeda couple identical
guestions about their highest net worth Praxis famdi their highest net worth
conventional fund. This provides the comparisocessary to test Hypothesis 1,
which asserts that dual investors are more comanittéheir Praxis fund than their
conventional fund. To operationalize fund commmmelual investors were asked,
“In the past, have you (or your financial advisesyer sold shares from [any Praxis
fund/your highest net worth conventional fund] hessof low return performance.” |
consider investors who have sold shares because aéturn performance as less
committed. Thirty-two (32) percent of dual invest@that answered both questions)
sold shares of their conventional fund in the basause of low return performance,
whereas only 16 percent of the same dual investddsPraxis shares for the same
reason (see Table 3.1). This difference betweervib proportions is statistically
significant and therefore generalizes to the usieaf dual Praxis investors.

Multivariate analysis is presented below to mogemusly test Hypothesis 1.
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Table 3.1: Descriptive Statistics of Dual Investoby Type of Fund Owned
Conventiona

Variable Praxis Mean Mean
Sell fund shares because of low returns 0.16 0.32*
Importance of Praxis return performance 5.01 5.43*
Owns 5/6 or more funds 0.17 0.25*
Household income (in $1,000s) 74.65 74.65
Age 59.72 59.72
N 177 177

Note: Proportions and means are calculated frogira@i and imputed data.
Income and age are identical across columns betaese individual
characteristics do not vary by type of fund owriEue asterisk (*) denotes that the
difference between the Praxis and Conventional nmegreater than zero or
statistically significant (p < 0.05).

Source: 2010 Praxis Phone Survey

Dual investors also provide two different valueattimeasure how important
earning “high return performance” is from their saand conventional fund(s) (on a
seven point scale where seven means very impartdhg mean score in response for
Praxis funds is 5.01 and 5.43 for conventional fu(eke Table 3.1). Although the
difference between these two means is small sitagstically significant. High return
performance from Praxis is less important to doaéstors than high return
performance from conventional funds. One integiret is that dual investors
tolerate lower return performance from their Prdxisd because it is socially
responsible.

The number of Praxis and conventional mutual funsed is measured as a
categorical variable, with the largest category@spnting more than five Praxis funds
and more than six conventional funds. Due tddhger population of conventional
funds, these nearly parallel categories likely espnt different underlying quantities
of mutual funds. | therefore control for the véite owns more than 5/6 fundsSince

the number of each fund type owned is likely anongnt determinant for whether an
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individual has sold one in the past, this is anartgmt variable to control for.

To conduct a multivariate analysis on whether duagstors are more
committed to their Praxis fund, observations of1i& dual investors are duplicated
and stacked, forming a data set with 354 obsemsti@®ne observation (or row of
data) for each respondent contains relevant dataatke unique to their Praxis fund
and the other contains data that are unique to ¢tbeventional fund. Standard errors
are calculated with robust cluster estimators,tehesi within individuaf. If Praxis
observations (denoted by tReaxis fundindicator variable) are less likely to indicate
shares were sold because of low return performatuzg,investors are more
committed to their Praxis fund. Model 1 in Tabl@ 8emonstrates that Praxis
observations are associated with a decreased édédling by a factor of 0.4. In
other words, dual investors are more committeaidess likely to sell) their Praxis
fund shares. Valuing high return performance epeetive fund types, higher income
and higher age are associated with increased dduidling.

Table 3.2: Estimated Logistic Odds Ratio of Dual Imestors
Selling Fund Shares Because of Low Return Performae

M1 M2
Praxis fund 0.42%** 0.58*
Importance of fund return performance 1.19* 19%
Owns more than 4/5 funds 1.44 2.29*
Praxis fund by Owns more than 4/5 funds 0.21*
Household income (in $1,000s) 1.01** 1.01*
Age 1.03*** 1.03**
Wald chi square 32.71 42.64
Probability > chi square 0.00 0.00
N 354 354

* < .05, ** < .01, *** < .001 for one tailed test

Note: Standard errors are clustered by individuti WCE variance-covariance
matrix.

Source: 2010 Praxis Phone Survey
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Model 2 (Table 3.2) tests whether the impact of isgmultiple funds ¢wns
more than 5/6 fundwaries by type of fund. The interaction effecsignificant,
suggesting the likely differing population of uniyérg funds the categorical variable
is unable to measure is an important predictoravirig sold shares in the past. To
interpret this significant interaction, | calculggesdicted probabilities. Among dual
individuals that own six or fewer conventional fenthe predicted probability of
selling conventional funds is 26 percent. For doe¢stors that own five or fewer
Praxis funds, the predicted probability of sellfPigaxis funds is 17 percent. Most
importantly, after including this significant ingation, thePraxis fundfactor is
statistically significant with a factor that is $ethan one, indicating a decreased odds
of selling? This verifies Hypothesis 1 which asserts that éusestors are more
committed to their Praxis fund and thus fails tafaon the notion that there is
something about Praxis investors that make thene m@mmitted to all of their
mutual funds.

| just used a behavioral measure of commitmeitl, investors who had sold
Praxis shares in the past due to poor return pegnce being viewed as less
committed. The forthcoming analysis which testpétheses 2-4 will measure
commitment slightly differently. Instead of askiregpondents whether they actually
sold shares in the past, they are instructed tocatel their likelihood of selling shares
if they “were to learn that the return performant¢hat MMA Praxis fund was
usually lowerthan conventional funds.” This conjectural quastdiows investors to
gauge for themselves how committed they are to thed. Sixty (60) percent of
valid Praxis investors indicate they are “not atikély” to sell, with the remaining

categories covering somewhat likely, very likelylaxtremely likely (see Table 3.3
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for descriptive statistics). This binary outconiérmt at all likely” operationalizes

investor commitment, which the following Logistiegression analysis will preditt.

Table 3.3: Descriptive Statistics of Praxis Invests (N=491)

Proportion
or Mean

Not at all likely to sell Praxis shares if retumsre low 0.60
Female 0.44
Married 0.89
Age 59.13
Age squared 3683.89
Household income (in $1,000s) 68.16
Household income (in $1,000s) squared 6095.19
Education: Less than high school degreed 0.05
Education: High school graduate 0.18
Education: Some college 0.15
Education: College graduate 0.29
Education: Graduate degree 0.33
SRI (screening and advocacy) very important 0.24
Praxis returns very important 0.33
Perception: Believes Praxis returns is about theesa 0.49
Perception: Believes Praxis returns are higher 0.07
Perception: Believes Praxis returns are lower 0.36
Perception: Don't know if Praxis is higher or lower 0.08
Feels sense of belonging to denomination 0.53
High trust that Praxis deals honestly with investor 0.89
Spoke to friends/family about Praxis in past 2 year 0.54
Praxis mentioned at church 0.39

Note: Proportions and means are calculated frogir@i and imputed data.
Source: 2010 Praxis Phone Survey

Moral Interest
Before testing Hypothesis 2 (or the morality hymsi), | first focus on a
descriptive portrait of SRI screening and advocaesaxis is heavily engaged in both

screening and advocacy work, but how educatechdreidual investors about this
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involvement? Respondents were asked, “To your keaye, does MMA Praxis
refuse to own companies that it finds to be invdlireunethical behavior?” Ninety
(90) percent responded in the affirmative (with @b percent answering no, and 3
percent indicating they “did not know”). Respont$ewere also asked, “To your
knowledge, does MMA Praxis communicate with som&hefcompanies that it owns
and encourage them to change their unethical bettdviFar fewer (54 percent) could
answer yes, 14 percent answered no and 31 pemdiemdt know.” Praxis is an SRI
leader in the field of advocacy work and commurasahis to investors through fund
material. This 54 percent point estimate is theeeespecially telling and suggests
that a substantial portion of SR investors (of &itftht practice advocacy) are not
knowledgeable of that work. Awareness of scregronghe other hand, is much
higher.

Turning now to multivariate analysis, in the fatiming models | control for
sex, marital status, age, income, and educatiame nbwhich are significantly
associated with fund commitment (see Table 3.4spRndents that know Praxis is
engaged in screening and advocacy and also rahkalsaxtremely important are
coded as investors who highly value the SRI fumctibtheir Praxis fund. This
measures how important the fund’s moral behavito ithe investor and
operationalizes individual moral interest in SRlypothesis 2 states that Praxis
investors who more highly value the screening ahaeacy function are more likely
to be committed to their Praxis fund. This is eonéd with the variable increasing
the odds of commitment by a factor of about 1.8 (dedel 2 and 5 in Table 3.4).
Interpreting this coefficient from Model 5, individls that highly value SRI have a 71

percent predicted probability of being committedi@ing all other values at the
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respective variable’s mean) while individuals thalue SRI less have a 58 percent

predicted probability.

Table 3.4: Estimated Logistic Odds Ratio of Being @nmitted to Praxis Fund

M1 M 2 M 3 M 4 M 5
Female 1.22 1.18 1.23 1.19 1.15
Married 1.00 1.00 12 1.03 1.22
Age 0.98 0.98 0.98 0.97 0.97
Age squared 1.00 1.00 1.00 1.00 1.00
Household income (in $1,000s) 1.01 1.01 1.01 1.01 1.01
Household income (in $1,000s) squared 1.00 1.00 1.00 1.00 1.00
Education: High School (Referent)
Education: Some college 1.23 1.15 1.27 1.21 1.17
Education: College graduate 1.52 1.47 1.54 1.46 14
Education: Graduate degree 1.47 1.38 151 461 1.39
SRI (screening and advocacy) very important 1.68* 1.79*
Praxis returns very important 0.50%** 0.51*
Believes Praxis returns are comparable (Referent)
Believes Praxis returns are higher 1.14 1.11
Believes Praxis returns are lower 0.64* 0.68*
Don't know if Praxis is better or worse 1.7 6.6
Feels sense of belonging to denomination 1.07 1.01
High trust that Praxis deals honestly with investor 2.33* 2.08*
Spoke to friends/family about Praxis in past 2 gear 0.69* 0.68*
Praxis mentioned at church 1.20 1.11
Wald chi square 10.57 14.69 26.60 23.02 38.35
prob > chi2 square 0.31 0.14 0.01 0.04 000.
N 491 491 491 491 491

* p<0.05, ** p<0.01, *** p<0.001 for one tailedse
Source: 2010 Survey of Praxis Investors
Monetary Interest

In contrast to morality inducing commitment, | atsgpothesize that monetary
interest reduces commitment (Hypotheses 3, 4a Bpd@ne way to measure
monetary interest is to measure the importancerd feturn performance to the
respondent. Thirty-three (33) percent rank Preetisrn performance as very
important (see Table 3.3), and as predicted, tim®stors are substantially less
committed, reducing the odds of commitment by &ofacf 0.5. An individual that

ranks return performance as very important has eb@ent predicted probability of
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being committed compared to a 66 percent predjgtedability for investors who
rank return performance as less important. Thidicaos Hypothesis 3 and shows
monetary interest is associated with lower levélsiod commitment to Praxis.

One hitherto obscured fact about SR investorsas gferceptions of SRI
return performance. Empirical evidence of invegi@rception is noticeably absent
from SRI research, which tends to focus on theativje risk adjusted return
performance relative to relevant benchmarks. Hamaudividual investors are
probably not exposed to these esoteric studiesantikely driven by more proximate
forces. Leaving aside how investor perceptiomismiilated, the survey questionnaire
simply asks what investors think about their Pragtarn performance. The majority
of respondents, 49 percent, believe they are getiibout the same” return
performance from their Praxis fund. Seven (7) @etrof Praxis investors believe
their Praxis fund tends to get higher return penfmance than most conventional funds
and 36 percent believe Praxis tends to underperdmmaentional funds. Eight
percent didn’t know (see Table 313).

Failing to confirm Hypothesis 4a, investors whoideat they are getting higher
return performance with Praxis are no more or éessmitted than the reference
group (those that believe they are getting companaburn performance). However,
investors who believe they are getting lower repgrformance are less committed
than the reference group, supporting Hypothesisdb Model 3 and 5). To help
interpret the coefficient of 0.68 (Model 5) for timpact ofbelieves Praxis returns are
lower, respondents that believe Praxis returns are cabf@ato conventional funds
have a predicted probability of 63 percent of beingimitted, whereas those that

believe Praxis earns lower returns have a 54 pepredicted probability. In other
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words, believing that Praxis earns lower returressociated with less fund
commitment. In sum, | find some evidence that niaryeinterest reduces fund
commitment with confirmation of Hypothesis 3 (thdkat highly value Praxis return
performance are less committed) and 4b (thosebtieve they are getting lower

returns from Praxis are less committed).

Controlling for the Religious Context

The social structure of American denominations @sngregations highlight a
unique characteristic of this religious case studliis raises additional alternative
explanations of SRI fund commitment that | confoolin order to demonstrate the
above findings are robust and potentially geneabli to all SR investors. For
instance, secular SRI funds endorse specific mesaks but lack an especially
coherent pool of likely investors. In contrastemse of Mennonitelentityis one
potential explanation for Praxis fund commitme8bcial psychologists have
fruitfully extended Tajfel and Turner’s (1986) semili insight that even minimal
perceptions of group identity can impact prosobetiavior directed toward that
group. Previous research has confirmed that iyeatid solidarity impacts economic
outcomes (Lawler 2001, Peifer 2010, Akerlof andri{oa 2010). This would suggest
that Praxis investors who have a strong sense ohbldte identity are more
committed to their Praxis fund than investors wheéha weaker sense of Mennonite
identity. Put another way, Mennonites may invad®iaxis because of the funds’
Mennonite affiliation, not because it is sociakgponsible. Survey results show that
90 percent of Praxis respondents self identify anhbnites. Among these

Mennonites, feeling a strong “sense of belongimgthie denomination operationalizes
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a stronger sense of identity. However, this vdeiadnot associated with fund
commitment (see Model 4 and 5 in Table 3.4).

Trust is another important component of group i tihat is often conceived
of in interpersonal terms. However, trust can alsalirected toward a larger group.
In this case, trusting that the people that worRraixis will deal honestly with
investors is one aspect of group identity. Alm@&percent of Praxis investors have a
high degree of trust (see Table 3.3) and this b&imcreases the odds of commitment
by a factor of 2.1 (see Model 5 in Table 3.4). more easily interpret this coefficient,
individuals that have high trust in Praxis have8gércent probability of being
committed while individuals that do not trust Pea&s much have a 45 percent
probability of being committed. In sum, feelingense of belonging to the
denomination has no statistically significant imipac commitment, but trust in Praxis
employees (likely stemming from their Mennonitalaffion) has a substantial impact.

Members of Mennonite congregations are also likelye situated in networks
of social relations through which Praxis informatimight freely flow.

Congregational life, infused with small group dissiens on financial issues or the
availability of mutual fund literature in churchyers, may encourage congregational
members to continue investing in Praxis. Thiscitmal explanation resonates most
closely with conventional new economic sociologgdam (White 1981, Granovettor
1985, Burt 2004). Short of collecting the actuatiwork structure of these
congregations, | measure 1) whether respondentspgaan with friends or extended
family about their Praxis fund in the past 2 yemnd 2) whether people at the
respondent’s congregation “openly talk about antbarage investing with MMA

Praxis.” Having Praxis mentioned at church isassociated with fund commitment
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(see Model 4 and 5). Surprisingly, talking abdwt tund with friends and family
decrease the odds of commitment by a factor of Uhis suggests negative
information about Praxis is possibly flowing thréugpnversational networks.
However, follow-up phone interviews were unableeafy this interpretation. In
sum, the relational conduits afforded by the coggtienal structure are not shown to
induce fund commitment. More broadly, the aboveahand monetary interest
findings obtain after controlling for these ideynt#nd structural factors that are

specific to Praxis’ religious context.

DISCUSSION AND CONCLUSION

Through investor level data of one particular SRikual fund family, this
article provides empirical evidence that moraliest is driving SR investment
behavior and attitudes. Dual investors are monencited to their Praxis fund than to
their conventional funds, suggesting Praxis inusséme not somehow more
committed to all their mutual funds. Likewise, Fginvestors who highly value
screening and advocacy work of their fund are ncoramitted. Even in the financial
market, where self-interest or greed is frequeletijtimated and encouraged, morality
holds sway. This stands in contrast to behaviecahomics assumptions that
cognitive biases and mistakes are driving investrhehavior. Instead, this article
theorizes and empirically demonstrates that a stitagdy conceived moral force (or
moral interest) is driving investment behaviorhe financial market.

In addition to moral interest inducing SRI commitrhehere is also some
evidence to suggest monetary interest works againghose that highly value the

return performance of their Praxis fund are lesarodted to the fund. In other

104



words, investors who want high return performamoenftheir Praxis fund find it hard
to remain committed to it. However, investor p@taa that Praxis fund return
performance is higher than conventional funds hastatistically significant impact

on fund commitment. This suggests that tryingdovince SRI investors that they are
“doing well and being good” is unlikely to indudeefr commitment. However,

results do suggest that convincing SRI investaais $RIs are no worse the
conventional funds (in terms of return performanoa)y induce SRI fund
commitment.

Economic sociologists have traditionally takenracural approach to the
study of economic phenomena, thus downplaying dssipility of moral interest
driving behavior. The findings here fail to demate that fund information flowing
through congregational structural networks inddaesl commitment. However, the
moral pull toward and monetary push away from SRlrabust after controlling for
the structural and identity variables that are uaitp this case study’ religious
context. This suggests the moral and monetaryeastdéindings generalize beyond the
religious context.

The theoretical position taken here follows a Welreapproach which posits
that material and ideal (or monetary and moraBriggts drive economic action.
While there are more interests one could emphasizee two in particular are
especially important to the study economic phenaribat include explicit moral
components. Other examples might include buyimgguoic products, living more
simply or giving one’s money away. In cases sgthase, moral and monetary
interests are both in play. While some actorsgieecboth interests to coexist

harmoniously, exemplified by the notion that ona t@o well and be good,” many do
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not. More precisely, among SR investors, morarggt tends to work against the
thrust of monetary interest. This tug and pulhadral and monetary interest is an
important reality for individuals that attempt telt morality with their economic

activity.
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ENDNOTES
! MMA has since changed its name to Everence.

2 Consulting firm Green Quinlin Rosner Research @@®nducted a survey on
TIAA-CREF investors (N = 1,002). Half of the samphvested in the fund family’s
SRI fund and the other half is non-SR investorsydhd a report of the survey’s
descriptive statistics and crosstabulations ofaldes of interest, | am not aware of
additional research on this data.

% Praxis focuses on six core values in its screepingess. It aims to own companies
that respect the dignity and value of all peopieldoa world at peace and free from
violence, demonstrate a concern for justice inodal society, exhibit responsible
management practices support and involve commanaied practice environmental
stewardship.

* Additional information about the respondents tHdtrtbt complete the phone survey
is not available in order to protect the confidehinformation of Praxis investors.
Therefore, information regarding the possibilityaofion-response bias is unavailable.

> A random sample of 41 willing survey respondentsanmntacted for a follow-up
phone interviews.

® Interestingly, in contrast to this interview dattat suggests SR investors feel
“forced” to invest inconventionafunds offered by their employers, Praxis investors
were explicitly asked (in the phone survey) if thed a choice to invest Praxis

This addresses the possibility that Praxis inveshoe effectively forced to accept

their employer’s Praxis benefit package. Howetrgs, does not appear to be the case
with 92 percent of the sample indicating they hathi@ice. Incidentally, this variable
has no impact (analysis not shown here) on thestoveommitment outcome to be
analyzed in Table 3.4.

"It could be the case that individuals largely degetheir financial advisors and
therefore practice limited decision making, thusdeng the possibility that individual
interest is driving any financial behavior. Theopk survey measures whether
respondents have a financial advisor (and 69 peofeil survey respondents do) and
how heavily these respondents rely on their finalnmilviser when making mutual
fund buy-and-sell decisions. A binary variablettimeasureseavy reliance on
financial adviserhas no impact on fund commitment (not shown here).

8 Clustered results were modeled with Stata usingteéclusteclustva) option. In
this case, a unique individual identifier is tlastvar. Featured results are very
similar to results generated from robust standenat®and normal logistic regression
standard errors.



® In Model 2, thePraxis fundvariable tests the difference between the oddekihg a
Praxis fund among those that own five or fewer Rraxnds and the odds of selling a
conventional fund among those that own six of feemgrventional funds. This
difference is statistically significant with a otaled test (p< .05).

19 Ordinal logistic regression of the original fowipt scale dependent variable
confirms forthcoming logistic results. All missinglues of covariates were manually
imputed through fitting regression models. Ladtte behavioral measure of having
sold Praxis in the past because of low return perdmce used to test Hypothesis 1 is
correlated in the expected direction with the adiihal dependent variable used here
to test Hypotheses 2 - 4.

1 This raises the issue of actual Praxis returnoperdnce. Relevant data on which
Praxis mutual funds each respondent held over wimuod period was not collected.
This makes it impossible to determine each respurlatfolio’s relative return
performance. However, among the 3 Praxis mutuad$uhat existed for 10 years (as
of December 31, 2010), none of the no-load retemfiopmance figures beat their
relevant 10 year benchmark. Among the 4 Praxidguhat existed for 5 years, one
beat its relevant benchmark. Among the 6 fundsdheted for 3 years, 1 beat its
relevant 3 year benchmark (Praxis Fund Family Qean2010).
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Appendix 3.1: 2010 Praxis Survey Questionnaire

findec: Financial decision maker in household

I'm calling from Cornell University and we're wonkj with MMA Praxis mutual funds. I'd
like to ask you a few questions about your investime

Are you knowledgeable enough to answer some qusséibout your household's MMA
Praxis investment decisions, or would someonehsdeetter to speak to?

<1>YES
<0> NO

mar: Marital status

Ok. All of your answers will be kept completelyrdimlential and the survey should take about
20 minutes to complete.

As you may know MMA Praxis Mutual Funds is a fumadnily created and managed by
Mennonite Mutual Aid. It offers six different mwufunds, each with a different investment
strategy or style. A mutual fund is a pool of mptieat is invested in stocks or bonds. A
mutual fund investor, such as yourself, owns shaféise mutual fund and the value of those
shares rises or falls depending on performanclkeo$tocks and/or bonds.

Now, before asking about mutual fund ownershipgdadhto know, are you currently married?

<1> YES-MARRIED

<0> NO-NOT MARRIED [goto nummma]
<d> Do not know [goto nummma]
<r> Refused [goto nummma]

whoowns: Who owns MMA Praxis shares

So, which of the following best describes your lehwdd? Doyou aloneown shares of an
MMA Praxis fund, doesnly your spouseown an MMA Praxis fund, or dooth you and
your spouseown MMA Praxis?

<1> | ALONE OWN SHARES OF MMA PRAXIS FUND

<2> ONLY MY SPOUSE OWNS SHARES OF MMA PRAXIS

<3> BOTH SPOUSE AND | OWN MMA PRAXIS (EITHER INDIV ~ IDUALLY OR
JOINTLY)

<d> Do not know

<r> Refused
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nummma: How many MMA Praxis funds owned

About how many MMA Praxis mutual funds do yocurrently own shares in? Is #tero, one,
2 to 4ormore than 4?

<0> ZERO [goto done]
<1> ONE

<2>2TO4

<3> MORE THAN 4
<d> Do not know

<r> Refused

whymma: Why invest in MMA

Please tell me, in just a few words, why did yogibenvesting in MMA Praxis?

<1> Answered [specify]
<d> Do not know
<r> Refused

numcf: How many non-MMA mutual funds owned

About how manynon-MMA Praxis mutual funds, if any, do yawrrently own shares in? Is
it zero, one, 2 to 5 ormore than 5?

<0> ZERO

<1> ONE
<2>2TO5

<3> MORE THAN 5
<d> Do not know
<r> Refused

hvfnad: Have financial advisor

Do you currently have financial adviser?

<1>YES

<0> NO [goto finknw]

<d> Do not know [goto finknw]
<r> Refused [goto finknw]
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imp_fa: Importance of financial advisor

On a scale from 1 to 7, how much do you rely onathéce of your financial advisor when it
comes to making mutual fund buy-and-sell decisiaigre 1 meansot at all and 7 means
you rely on your financial advisor's adviadot.

<1> NOT AT ALL
<2>

<3>

<4>

<5>

<6>

<7>ALOT

<d> Do not know
<r> Refused

finknw: Financial knowledge

On a scale from 1 to 7, how would you assess yoeradl financial knowledge, where 1
meansvery low and 7 meansery high?

<1> VERY LOW
<2>

<3>

<4>

<5>

<6>

<7>VERY HIGH
<d> Do not know
<r> Refused

risk: how willing to take risks

When thinking of your financial investments, howling are you to take risks? Please use a
10 point scale, where 1 meamst at all willing and 10 meangery willing .

<1> NOT AT ALL WILLING
<2>

<3>

<4>

<5>

<6>

<7>

<8>

<9>

<10> VERY WILLING
<d> Do not know

<r> Refused
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cmpint: Financial literacy about compounding interest

Now I'm going to ask you a multiple choice questibrou don't know the answer, just say
so.

Suppose you had $100 in a savings account andtérest rate was 2 percent per year. After
5 years, how much do you think you would have sdbcount if you left the money to grow?
Would you havemore than 102 dollars exactly 102 dollarsJess than 102 dollarsordo

you not know.

<1> MORE THAN $102
<2> EXACTLY $102
<3> LESS THAN $102
<d> Do not know

<r> Refused

chcprc: How often check share price

Now, I'm going to ask you a few questions aboutMiA Praxis mutual fund you have the
most money invested in.

Please be thinking about that particular mutuatifags you answer the following questions.

About how often do you typically check the sharegof that MMA Praxis fund? Do you
rarely check the share price, do you checkib 5times a year6 to 12times a year, amore
than 12 timesa year?

<1> RARELY

<2>1TO 5 TIMES

<3>6 TO 12 TIMES

<4> MORE THAN 12 TIMES
<d> Do not know

<r> Refused

choice: Do you have a choice to invest in MMA

Are yourequired to invest in that MMA Praxis mutual fund, perhdygzause of an
employer's benefit package, or is tharehoiceto invest in it?

<0> REQUIRED TO INVEST IN MMA PRAXIS
<1> THERE IS A CHOICE

<d> Do not know

<r> Refused
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redpst: MMA_Ever redeemed shares in past due to return performance

In the past, have you (or your financial advisagresold shares fromny MMA Praxis
mutual fund because of low return performance?

<1> YES

<0> NO

<d> Do not know
<r> Refused

trust: How much do you trust MMA

How much trust do you have that the people who maméMA Praxis mutual funds are
going to deal honestly with you as an investor? ybe haveno trust at all, very little trust,
some trust or do you have lot of trust?

<1> NO TRUST AT ALL
<2>VERY LITTLE TRUST
<3> SOME TRUST

<4> A LOT OF TRUST
<d> Do not know

<r> Refused

telfrnds: Did you talk about MMA with friends or family

Within the past 2 years or so, can you recall @ tivhen you spoke with your friends or
extended family about your MMA Praxis investments?

<1> YES

<0> NO

<d> Do not know
<r> Refused
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impperf: How important is return performance

How important is it to you that the MMA Praxis matdund producekigh return
performance, on a scale from 1 to 7, with 1 meanimgt at all important and 7 meaning
very important.

<1> NOT AT ALL IMPORTANT
<2>

<3>

<4>

<5>

<6>

<7> VERY IMPORTANT

<d> Do not know

<r> Refused

knscrn: Did you know MMA screens out unethical companies

To your knowledge, does MMA Praxigfuse to owncompanies that it finds to be involved
in unethical behavior?

<1> YES

<0> NO

<d> Do not know
<r> Refused

| impscrn: How important is screening to you

(Just so you know, MMA Praxiboesrefuse to own unethical companies. Now that you are
aware of this...)

How important is it to you that MMA Praxigfuses to ownunethical companies, on a scale
from 1 to 7, with 1 meaningot at all important and 7 meaningery important.

<1> NOT AT ALL IMPORTANT
<2>

<3>

<4>

<5>

<6>

<7> VERY IMPORTANT

<d> Do not know

<r> Refused



knadv: Did you know MMA is advocate

To your knowledge, does MMA Praxis communicate witine of the companies that it owns
and encourage them to change their unethical betvavi

<1>YES

<0> NO

<d> Do not know
<r> Refused

impadv: How important is advocacy to you

(Just so you know, MMA Praxdoesencourage unethical companies to change their
behavior. Now that you are aware of this...)

How important is it to you that MMA Praxis commuaies with some of the companies that it
owns and tries to change their unethical behavioig scale from 1 to 7, with 1 beingt at
all important and 7 meaningery important.

<1> NOT AT ALL IMPORTANT
<2>

<3>

<4>

<5>

<6>

<7> VERY IMPORTANT

<d> Do not know

<r> Refused

scrnadv: Which is more important, screening or advocacy

(if impscrn = impadyv, read) Ok, your previous aassindicate thatefusing to ownand

trying tochange the behavionf unethical companies are of equal importangetg but I'm
wondering if you can tell me which isore important to you. Pretend that MMA Praxis
would continue to do both activities but could devextra energy to only one activity. Would
you want MMA Praxis to more rigoroustgfuse to ownunethical companies or more
rigorously try tochange the behavioiof unethical companies?

<1> SCREEN OUT

<2> CHANGE BEHAVIOR

<3> BOTH ARE EQUALLY IMPORTANT
<d> Do not know

<r> Refused
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mmaret: How does mma returns compare to conventional funds

The termconventionalfund refers to mutual funds that aret involved in refusing to own
unethical companies nor do they try to change @maior of companies involved in
unethical behavior. Most mutual funds availabl#atpare conventional funds.

With that said, do you think that your MMA Praxigfl tends to eatower returns than most
conventional fundsabout the samdevel of returns, ohigher returns than most conventional
funds?

<1> LOWER RETURNS
<2> ABOUT THE SAME
<3> HIGHER RETURNS
<d> Do not know

<r> Refused

perfbuy: If returns were high, how likely is it that you would buy |

If you were to learn that the return performancéhat MMA Praxis fund was usualhigher
than conventional funds, how likely is it that yeould begin contributing more money to it
for that reason? Isiitot at all likely, somewhat likely, very likely or extremely likely?

<1> NOT AT ALL LIKELY
<2> SOMEWHAT LIKELY
<3> VERY LIKELY

<4> EXTREMELY LIKELY
<d> Do not know

<r> Refused

Note to Interviewer: If respondent indicates hefstight not have enough money to
contribute more, say, "l understand. Given thahetary constraint, would the high return
performance make yawot at all likely somewhat likely, very likely or extremely likely to
contribute more money?"

perfsell: If returns were low, how likely is it that you would sell

If you were to learn that the return performancéhat MMA Praxis fund was usuallgwer
than conventional funds, how likely is it that ywoould sell some shares for that reason? Is it
not at all likely, somewhat likely, very likely or extremely likely?

<1> NOT AT ALL LIKELY
<2> SOMEWHAT LIKELY
<3> VERY LIKELY

<4> EXTREMELY LIKELY
<d> Do not know

<r> Refused
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sriown: Own other sri funds |

Earlier, you mentioned that you invest in f@n-MMA Praxis mutual fund(s). Does this (Do
all of thesenon-MMA Praxis mutual fund(s) also refuse to own ortv change the behavior
of unethical companies is it a (are they all) conventional fund(s)?

<1> ALL REFUSE TO OWN OR TRY CHANGING UNETHICAL BE HAVIOR

<2> CONVENTIONAL

<3> BOTH TYPES (ONLY USE IF R OWNS MORE THAN ONE N ON-MMA FUND)
<d> Do not know

<r> Refused

impperfcf: conventional fund_How important is return performance for conventional
fund

Thinking about thatonventional fund (theconventionalfund that you have the most money
invested in), how important is it to you that tfusd producesigh return performance, on
a scale from 1 to 7, with 1 beimgt at all important and 7 meaningery important.

<1> NOT AT ALL IMPORTANT
<2>

<3>

<4>

<5>

<6>

<7>VERY IMPORTANT

<d> Do not know

<r> Refused

redpstcf: conventional fund_Ever redeemed shares in past due to return
performance

In the past, have you (or your financial advisamgresold shares from that conventional fund
because of low return performance?

<1>YES

<0> NO

<d> Do not know
<r> Refused
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relimp: How important is religion to you

Thanks for that information. We're coming to timel ®f the survey. Now I'm going to ask
you some more general questions about your relgimolvement.

First question; how important is religion or retigs faith to you personally? Isribt at all
important, somewhat important, very important, extremely important, or by far the
most important part of your life ?

<1> NOT AT ALL IMPORTANT

<2> SOMEWHAT IMPORTANT

<3> VERY IMPORTANT

<4> EXTREMELY IMPORTANT

<5> BY FAR THE MOST IMPORTANT PART OF YOUR LIFE
<d> Do not know

<r> Refused

relatt: How often do you attend religious services

How often do you attend religious services? Do gttandevery week or more nearly
every week, one or two times a montlseveral times a year, about once or twice a year
or do youvery rarely attend?

<1> EVERY WEEK OR MORE

<2> NEARLY EVERY WEEK

<3> ONE OR TWO TIMES A MONTH
<4> SEVERAL TIMES A YEAR

<5> ABOUT ONCE OR TWICE A YEAR
<6> VERY RARELY

<d> Do not know

<r> Refused
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denom: Denomination or religious group most currently involved in

What specific denomination or religious group ame gurrentlymostinvolved in, if any?

INTERVIEWER: DO NOT READ ANSWER OPTIONS. Select th e option
that most closely
matches open ended answer of respondent.

<1> MENNONITE OR ANABAPTIST

<2> NON-DENOMINATIONAL OR NO PARTICULAR DENOMINATION
<3> JUST SAYS "CHRISTIAN"

<4> CATHOLIC

<5> OTHER (specify)

<6> I'M NOT PART OF A DENOMINATION OR RELIGIOUS GR OouP
<7>I'M NOT RELIGIOUS

<d> Do not know

<r> Refused

snbl: How much of a sense of belonging to you feel

Please indicate how much osanse of belongingr sense of closeneg®u feel to that
denomination or religious group you just mentiongsing a scale of 1 to 7, with one meaning
youdon't feel a sense of belonging or closerasall and seven meaning you feelery

strong sense of belonging and closeness.

<1> DON'T FEEL SENSE OF BELONGING OR CLOSENESS AT ALL
<2>

<3>

<4>

<5>

<6>

<7>FEEL A VERY STRONGSENSE OF BELONGING OR CLOSENESS
<d> Do not know

<r> Refused

wrkmenn: Have you ever worked for Mennonite organization

Have you ever worked or volunteered for a Mennoastgociated organization as part of your
daily work routine?

<1> YES

<0> NO

<d> Do not know
<r> Refused

122



ttkmma: Is MMA talked about at congregation

How often, if ever, do people at your congregatipenly talk about and encourage investing
with MMA Praxis? Is ithever, rarely, every once in a while or often?

<1> NEVER

<2> RARELY

<3> EVERY ONCE IN A WHILE

<4> OFTEN

<5> DON'T HAVE CONGREGATION
<d> Do not know

<r> Refused

edu: Education level

Thanks for that information; and there are just\a more questions. Some people find these
next few questions to be sensitive in nature, taiteally important that we try to collect this
information so that we have a better understandinghat kind of people decide to invest
according to their religious or ethical values.niRenber, all your answers will be kept
completely confidential.

What is the highest level of education you havemeted? Is isome high schoolahigh
school diploma some collegeacollege degregor agraduate degre@

<1> SOME HIGH SCHOOL
<2> HIGH SCHOOL DIPLOMA
<3> SOME COLLEGE

<4> COLLEGE GRADUATE
<5> GRADUATE DEGREE
<d> Do not know

<r> Refused

female: Female

Interviewer: Record the respondent's gender but desd this statement or the options.
<1> FEMALE

<0> MALE
<d> Do not know
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yob: Year born

What year were you born?

<1900-1991> year of birth
<d> Do not know [goto oyage50]
<r> Refused [goto oyage50]

oyage50: Older or younger than 50

Ok, if you're not comfortable giving me your exage, that's fine. Please tell me if you are
younger than or older than 50 years of age?

<1> YOUNGER THAN 50 [goto yage50]
<2> OLDER THAN 50 [goto oage50]
<d> Do not know

<r> Refused

yage50: Range under 50

Ok, are yolr0 or younger, 21 to 30 31 to 4Q or41 to 5

<1> 20 OR YOUNGER
<2>21TO 30
<3>31TO 40

<4> 41 TO 50

<d> Do not know

<r> Refused

oage50: Range over 50

Ok, are yolb0 to 6Q 61 to 7Q 71 to 80or 81 or older?

<5>50 TO 60
<6>61TO 70
<7>71TO 80

<8> 81 OR OLDER
<d> Do not know
<r> Refused
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gv_cg: Dollars contributed to congregation

Next, I'm going to ask you about your householdiaritable contributions in the past year.
I’'m going to ask you for three different charitalgi®ing amounts; the first is how much you
may have contributed to your congregation, the rsgéc® how much you may have
contributed to other religious causes outside off yongregation and the third is how much
you may have contributed to non-religious or sectdalises.

So first, in the past year, about how many dolhasyou contribute to your congregation?
<0-100000> dollars

<d> Do not know [goto cg_ml3K]
<r> Refused [goto cg_mI3kK]

cg_ml3k: congregation_less or more than $3,000

Ok, if you're not able to give me an exact dollaoant, please tell me if that amount is less or
more than 3,000 dollars?

<1> LESS THAN $3,000 [goto cg_I3K]

<2> MORE THAN $3,000 [goto cg_m3K]
<d> Do not know

<r> Refused

cg_I3k: congregation_range less than $3,000

Ok, is the amount you gave to your congregatiem, 1 to 500 dollars 501 to 1,0001,001
to 2,00Q or 2,001 to 3,00@lollars?

<0> ZERO

<1>$1 TO $500

<2> $501 TO $1,000
<3> $1,001 TO $2,000
<4> $2,001 TO $3,000
<d> Do not know

<r> Refused
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cg_m3k: congregation_range more than $3,000

Ok, is the amount you gave to your congregali@®0 to 4,00Qollars,4,001 to 5,0005,001
to 7,50Q ormore than 7,500dollars?

<5> $3,000 TO $4,000
<6> $4,001 TO $5,000
<7> $5,001 TO $7,500
<8> MORE THAN $7,500
<d> Do not know

<r> Refused

gv_rl: Dollars contributed to religious cause

In the past year, about how many dollars did yae ¢ other religious causes or religious
organizations, not including your congregation?

<0-100000> dollars
<d> Do not know [goto rl_miI3k]
<r> Refused [goto rl_miI3k]

rl_ml3k: other religious causes_less or more than $3,000

Ok, if you're not able to give me an exact doli@oant, please tell me if that amount is less or
more than 3,000 dollars?

<1> LESS THAN $3,000 [goto rl_I3k]
<2> MORE THAN $3,000 [goto rl_m3K]
<d> Do not know

<r> Refused

rl_I3k: other religious causes_range less than $3,000

Ok, is the amount you gave to other religious cameeo, 1 to 500dollars,501 to 1,000
1,001 to 2,0000r 2,001 to 3,00@ollars?

<0> ZERO

<1>$1 TO $500

<2> $501 TO $1,000
<3> $1,001 TO $2,000
<4> $2,001 TO $3,000
<d> Do not know

<r> Refused
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rl_m3k: other religious cause_range more than $3,000

Ok, is the amount you gave to other religious ca@€#00 to 4,0004,001 to 5,0005,001 to
7,50Q or more thary,500dollars?

<5> $3,000 TO $4,000
<6> $4,001 TO $5,000
<7> $5,001 TO $7,500
<8> MORE THAN $7,500
<d> Do not know

<r> Refused

gv_sc: Dollars contributed to secular causes |

In the past year, about how many dollars did yoe gonon-religious or secularcauses?]

<0-100000> dollars
<d> Do not know [goto sc_mI3k]
<r> Refused [goto sc_mI3K]

sc_ml3k: secular causes_more or less than $3,000

Ok, if you're not able to give me an exact dollaoant, please tell me if that amount is less or
more than 3,000 dollars?

<1> LESS THAN $3,000 [goto sc_13K]
<2> MORE THAN $3,000 [goto sc_m3K]
<d> Do not know

<r> Refused

sc_I3k: secular causes_range less than $3,000

Ok, is the amount you gave to secular caases, 1 to 500ollars 501 to 1,000, 1,001 to
2,000,0r 2,001 to 3,00@lollars?

<0> ZERO

<1>$1 TO $500

<2> $501 TO $1,000
<3> $1,001 TO $2,000
<4> $2,001 TO $3,000
<d> Do not know

<r> Refused



sc_m3k: secular causes_range more than $3,000

Ok, is the amount you gave to secular ca@se80 to 4,00@lollars 4,001 to 5,000, 5,001 to
7,500,0r more than 7,500dollars?

<5> $3,000 TO $4,000
<6> $4,001 TO $5,000
<7> $5,001 TO $7,500
<8> MORE THAN $7,500
<d> Do not know

<r> Refused

pol: Political preference

Please indicate your political preference. Are yery politically conservativemostly
conservativeneither conservative nor liberal mostly liberal, orvery politically liberal?

<1> VERY CONSERVATIVE

<2> MOSTLY CONSERVATIVE

<3> NEITHER CONSERVATIVE NOR LIBERAL
<4> MOSTLY LIBERAL

<5> VERY LIBERAL

<d> Do not know

<r> Refused

totasst: Total mutual fund assets, higher or lower than $50,000 |

Earlier, | had asked you some specific questioasiepour MMA Praxis fund investment(s).
I would like to have a rough estimate of how muadit investment is currently worth (those
mutual funds are currently worth, all together)?

Or

Earlier, you indicated that you own MMA Praxis am@h-MMA Praxis mutual funds. |
would like to have a rough estimate of how madof thosemutual fund investments are
currently worth, all together.

Is that total dollar amount currently worth lesartor more than 50 thousand dollars? Your
best estimate is fine.

<1> LESS THAN $50,000 [goto tal50]
<2> MORE THAN $50,000 [goto tam50]
<d> Do not know

<r> Refused
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tal50: Range under $50k - Total assets

Ok. Your best estimate: is that total dollar amdass than 1Ghousand dollars, betweé
and 25or betweer?25 and 50thousand dollars?

<1> LESS THAN $10,000

<2> BETWEEN $10,000 AND $25,000
<3> BETWEEN $25,000 AND $50,000
<d> Do not know

<r> Refused

tam50: Range over $50k - Total assets

Ok. Your best estimate: is that total dollar amdwetiveerbO and 100thousand dollars,
betweernl00 and 200 or more thar200thousand dollars?

<4> BETWEEN $50,000 AND $100,000
<5> BETWEEN $100,000 AND $200,000
<6> MORE THAN $200,000

<d> Do not know

<r> Refused

percmma: What percentage of mutual fund assets are in MMA Praxis

Ok, roughly what percentage of that total dollaoant is invested in your MMA Praxis
mutual fund(s)? Is it less than or more than 5CGex@?

<1> LESS THAN 50 PERCENT [goto 150prc]
<2> MORE THAN 50 PERCENT [goto m50prc]
<d> Do not know

<r> Refused

I50prc: Range under 50 _ percent assets invested in MMA Praxis

Ok, is it less than or more than 25 percent?

<1> LESS THAN 25 PERCENT
<2> MORE THAN 25 PERCENT
<d> Do not know

<r> Refused
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m50prc: Range above 50 percent assets invested in MMA Praxis

Ok, is it less than or more than 75 percent?

<3> LESS THAN 75 PERCENT
<4> MORE THAN 75 PERCENT
<d> Do not know

<r> Refused

hhince: Exact household income

Finally, for statistical purposes, last year (tisah 2009) what was your total household
income from all sources, before taxes?

Interviewer: The maximum is $1,000,000. If the iRtsome is greater, just enter it as
$1,000,000.

<0-1000000> dollars
<d> Do not know [goto hhinc50k]
<r> Refused [goto hhinc50kK]

hhinc50k: Over/Under $50k - Household income

Instead of a specific number, please tell me ifrytotal household income in 2009 was under
or over $50,000.

<1> Under $50,000 [goto hhincu]
<2> $50,000 or over [goto hhinco]
<d> Do not know

<r> Refused

hhincu: Range under $50k - Household income

And was it:

<1> Less than $10,000
<2> 10 to under $20,000
<3> 20 to under $30,000
<4> 30 to under $40,000
<5> 40 to under $50,000
<d> Do not know

<r> Refused
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hhinco: Range over $50k - Household income

And was it:

<6> 50 to under $75,000
<7> 75 to under $100,000
<8> 100 to under $150,000
<9> $150,000 or more

<d> Do not know

<r> Refused

intervw: Permission for follow up phone interview

In closing, I've asked a lot of questions aboutryeligious and investment behavior. The
researcher conducting this study would like to eamdollow-up phone interviews with some
of the people we're talking to. In this interviegu would be asked more in-depth questions
that would allow you to more thoroughly explain yseif, without limiting you to certain
answer categories. This interview could last upGaeninutes. In a couple months from now,
would you be willing to take part in a phone infew about this same topic at a time that is
convenient for you?

<0> NO

<1> YES

<d> Do not know
<r> Refused
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CHAPTER 4
ACCOUNTING FOR MORALITY IN ECONOMIC BEHAVIOR:
WHY AMERICANS GIVE THEIR MONEY AWAY
BUT ARE HESITANT TO INVEST ETHICALLY

Socially responsible investment (SRI) options hbgen available for
decades, yet few American investors are putting timeney where
their heart is. In contrast, Americans are notgip generous when it
comes to giving their money away. | consider btithbe moral
economic behavior (MEB), that is, economic behatheat includes an
explicit moral component. When it comes to comlgnmorality with
economic behavior, why are Americans so willingyitee their money
away, yet hesitant to invest ethically? To hellvsdhis puzzle, this
article visits the theoretical concept of “menta&icaunting” taken
from behavioral economics and “social meaning ofneyd from
economic sociology. | employ a mixed method ansalgé socially
responsible investors from one Protestant denommaind find both
morality and social relations help solve the puzefelow SRI
involvement.

INTRODUCTION

Americans are notoriously generous givers (Bro&@6). Nearly 90 percent
of American households make charitable donationgroannual basis, averaging
$1,479 per year or 2.7 percent of one’s income @dayO’Herlihy, and Schervish
2006). In contrast, far fewer American investargeist in mutual funds that screen out
or try to change companies deemed to be unethittarwise known as socially
responsible investing (SRI). Since mutual fundsiavestments, investors hope their
dollars will multiply (market downturns withstandjn Yet despite this possible win-
win moral economic scenario, where one can doftigat® thing and make money,
only three percent of all mutual funds (and all nalfund assets) are socially

responsiblé. For lack of better individual level data, thisetbrpercent proportion
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serves as an estimate of the number of Americanahtund investors that invest in
SRI funds. This raises a puzzM/hy are so many Americans giving their money

away, yet so few investing ethicafly?

Moral Economic Behavior (MEB)

Socially responsible investing (SRI) and charitajpleng are two examples of
a more general concept | refer tonasral economic behavidMEB). This ideal type
of social behavior refers to economic behavior ghatlicitly includes a subjectively
perceived moral component along with a concern ath@umonetary outcome. While
one can rightly argue that all economic behavi@nedded in a moral order (Etzioni
1988, Wuthnow 1987, Smith 2003, Fourcade and H2@(0y'), some economic
behavior has an explicit shot of morality. Fortamee, buying a cup of coffee is
rather morally neutral compared with purchasingti@de coffee out of concern for
the producers’ just wage, an action | consider r@zanomic behavior. There are
other examples of MEB that are gaining in popwar®urchasing locally grown and
organic food (Jonston 2008) and voluntary decistorisre more simply (Etzioni
1998, Shaw and Newholm 2002) in order to reducésarabon footprint are
examples. Giving money away out of a sense ofjabbtin also qualifies. SRI
emphasizes the moral obligations of corporatiorsotoety (Crane et al. 2008).

These examples of MEB are important because thpgsent tangible moral
acts individuals can take in their economic livEald 2000). Additionally, to better
understand a broader range of motivations for ezdmaction, we need to get a better
handle on whether and how morality matters. Ineda helping solve the

aforementioned puzzle (of high giving and low edhiovestment levels), this article
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explores the experience of individual actors enggga various forms of MEB,
especially charitable giving and SR investing. itiig the theoretical concepts of
“mental accounting” taken from behavioral econonfi¢ahnaman and Tversky 1984,
Thaler 1999) and “social meanings of money” frorareamic sociology (Zelizer
2011), | analyze quantitative survey data from Aigger Mennonites and interview
data collected from investors in that denominasd®R| mutual fund.

The concept of moral economic behavior (or MEB)demuboth moral and
monetary concerns. | define morality as behawat ts subjectively perceived to
have 1) an imperative quality that pertains to“the right thing to do” and 2) is
outward oriented. One important task in researching MEB is to einaily
demonstrate that the behavior under examinatiamigsyverage, the product of moral
motivation and not driven by other factors, sucla a@esire to impress one’s peers
(Willer et al. 2010) or the byproduct of structucalcumstances. In other work, |
verify that investing in SRI mutual funds is, aa$¢ partially, morally motivated
(Peifer 2011, Peifer unpublished manuscript). his article, | move beyond asking
whether morality impacts economic behavior andeiadtconsidelnow morality
impacts economic behavior. | do this by compadiffgrent MEBs and by
considering different forms of morality at play.

| use of a rather expansive definition of the téexonomic” by including the
household. Weber usefully bifurcates economiclitdgees of “profit-making” and
“householding” (Weber [1922]1979, Swedberg 2009puseholding is oriented to
consumption and satisfaction of the family membbaglily and emotional needs.
Profit-making activity is “oriented to opportuniidor seeking new powers of control

over goods” (Weber [1922]1979: 90). Current ecomagpproaches tend to
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emphasize profit-making in the formal market ecog@nd often ignore the
householding realm. However, a substantial porioour economic lives are
concerned with monetary expenditures to meet haldeteeds. Additionally, goods
and services that are consumed on a daily basesggndo not yield monetary profit.
Charitable giving is an extreme example of an absenh the profit-making
orientation, where money is given away. Thereaése many non-monetary
householding activities, such as preparing meashimg clothes and routine
maintenance of one’s physical property, to namegusw examples. To more
closely match the economic realities of average #gaas, | consider the moral
components that accompany householding economavimhas well as their
behavior in the profit-making realm.

Americans also engage in the profit-making realrthefeconomy. Many
spend over 40 hours a week in a workplace thatesi®d toward making a profit.
Americans are also increasingly becoming engagéutive financial market, mostly
through mutual fund investments (Davis 2009) tmatadten intended to provide for
one’s householding needs during retirement. Araesare repeatedly told they must
earn a profit in the financial market if they wantretire comfortably. Investing in an
SRI mutual is one kind of MEB. SRI fund managenismvolved in at least one of
three moral activities; screening, shareholder edey and community investment
(Domini and Kinder 1986). Screening refers torgéfeisal to invest in companies a
fund deems to be unethical. The most commonlyes@@ industries are tobacco,
alcohol and gaming. A second SRI mutual fund @gtig shareholder advocacy.
This refers to communication with owned corporagitimough using proxy votes and

dialogue to pressure firms to change their behawghile nearly all SRI funds are

13t



engaged in screening, fewer take on advocacy messlihe least frequently
practiced prong is community investment, wheremdfassets are directly invested in
community development efforts.

In this article, | examine three types of MEB; SRdsting, charitable giving
and householding. SRI provides a fitting exampl®BB that resides in the profit-
making realm of the economy. People put their rgonehe financial market because
they want to accumulate more of it. Giving monesaw is the antithesis of profit-
making and therefore more closely aligns with hbosding, albeit imperfectly. To
glean more natural examples of householding agtiV#éncourage interview
respondents to talk about the moral aspects of dadly household lives. In the final
section of this article, | compare householdindhweibaritable giving and SR investing

in effort to better account for a broader rang®&B.

THEORY AND RESEARCH QUESTIONS
Mental Accounting
Behavioral economists have shown that the way naoypetutcomes are
framed influences monetary decisions (KahnamanTamedsky 1984, Thaler 1999).
Consider this classic example from that literature.
Neel and Samantha planned to spend $100 on athie&tt. Neel purchased a
ticket but then lost it carelessly. In a sepamastance of carelessness, Samantha
lost $100 in cash. Neel was hesitant to spendtadu100 on a replacement
ticket, while Samantha’s loss did not interrupt therater plans (Soman and Ahn
2011).
Neel’s lost ticket represents a $100 debit to hesiter “mental account” and Neel is

unwilling to sink another $100 from the same act¢olhowever, Samantha’s $100

loss was debited to another (or broader) mentalwatqbecause it was cash and not a
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theater ticket) freeing her to buy a ticket andudgenly $100 (not $200) from her
theater account. The subtle difference of losib@0bin cash versus losing a $100
ticket meaningfully impacts the economic outcome.

Themental accountingheoretical orientation can be summed up as falow
“People do not treat money as fungible but rateedtto label it” (Soman and Ahn
2011). Put more precisely, expenditures withineatal account are more fungible
than expenditures across different mental accoul$suming separate mental
accounts are driving behavior, behavioral econapsbvide a demonstration of and
an explanation for seemingly irrational monetarfgdgor, which mounts a significant
critiqgue of neoclassical economics.

However, this important research on mental accagritas failed to elucidate
how these mental accounts are constructed andairaadt One particular
unexamined aspect of mental accounts is morakity. instance, followers of the three
Abrahamic religious traditions are encouraged tasgle a specific portion of their
money (income or wealth) for charitable giving (8m2010). Christians and Jews
emphasize the tithe and Tzedakah (respectivelyishndncourages the giving away of
10 percent of one’s income. Islam teaches thengiof zakat (or alms giving), which
amounts to 2.5 percent of one’s wealth. Thesedigious examples of money being
labeled for moral causes; a moral mental accousbds.

Coming back to the puzzle this article raises, ¢isception of a moral mental
account raises the possibility that money givenyatwacharity may crowd out SRI
contributions. This tradeoff (or fungibility) mdnelp explain why so many give their
money away, yet so few invest ethically. In otwerds, giving money away may

debit one’s moral mental account and thereby gémaraunwillingness to invest in an



ethical manner. An alternative explanation is tiredritable giving and SRIs stem
from different mental accounts which would meanexgtures in one does not
necessarily crowd out expenditures in the otherfatt, giving and SR investing may
be positively correlated with an underlying morapulse driving both MEBs. This
raises this article’s first research questian® individuals that give more to charity
more or less likely to invest in an SRI mutual f¢emd vice versa)?To answer this, |
analyze quantitative survey data of MennonitesAmuerican denomination that has
its own SRI mutual fund.

Behavioral economic research tends to assertxibeeace of mental accounts
and quickly move on to showing how subtle framieghiniques (such as $100 ticket
versus $100 in cash) influence economic outcorBes.surely there is a richer story
to be told about how actors meaningfully maintaid aegregate mental accounts
(Henderson and Peterson 1992). To better undersimn actors manage their mental
accounts, | prompt interview respondents to thinéwa the similarities of SRI and
charitable giving. This abandons behavioral ecansnemphasis on unconscious
processes and privileges the analysis of meanimgfplanations that are accessible to
actors, a familiar methodological approach amorityral sociologists. This enables
me to answer my second research questim SR investors tend to view their giving

and their SR investments as similar or different?

Social Meaning of Money
In direct response to behavioral economists, Ze(i2@11) explains that
mental accounts are “deeply grounded in our seoelations and shared meaning

system. In fact, cognitively established categoreamain mysterious unless we
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understand that they usually both emerge from angtcuct our distinctive relations
to others” (pg 90). Zelizer (1989) nicely exemighf this with her historical example
of “pin money,” which was the f9Century American wife's supplementary income
derived from caring for boarders, selling eggsewisg projects. As a result of the
unequal legal and cultural status of wives, pin eyowas segregated from the
husbands “real” earnings. In this example, viewpilgmoney as merely a cognitive
category ignores the important social relation$init larger cultural context. This
article explores the moral meaning that buttredsesnental accounts of social actors.
The third research question | raise iswmdo actors perceive their moral involvement
in charitable giving, householding and SRI?

In order to answer the second and third researehtiouns about MEB, |
narrow my scope of analysis to SR investors. Duéé very paucity of SR investors
this article reveals, a nationally representatamagle would not generate a large
enough sample size of SR investors to efficientbcped. | therefore select a target
population of SR investors and trust they are migolved in charitable giving and
householding. In particular, | focus on one r@igily affiliated mutual fund that is
associated with Mennonites. The Praxis mutual fandily is well regarded in the
SRI industry and is engaged in screening, advoaadycommunity investment.
Before describing the data used in this articfgolvide a brief description of

Mennonites and their SRI mutual fund family.

CASE STUDY
Mennonite Simplicity and Community

The Mennonite movement traces back to 1525 inchu$witzerland, where
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Huldrich Zwingli and a group of like minded adultscided to baptize one another.
This act of adult baptism defied the establishemtd®tant church’s practice of infant
baptism, leading to the group’s derogatory lab&laBaptists, which means baptize
again Menno Simons left the Roman Catholic priesthtwopbin the Anabaptists in
1536 and his subsequent writings on faith and daetielped solidify the movement,
leading to theMenistand eventuallennonitelabel. In face of persecution from state
and church leaders, Anabaptists sought out regibrefuge, spreading the movement
to German and Dutch speaking areas of Europe.giithg’s refusal to participate in
the military led to a cold reception in many Eurapéocations. Throughout the"17
and 18 Century, certain branches of Anabaptists Mennsrittm modern day
Germany immigrated to the United States in seafé¢feedom from religious
persecution. Mennonites have retained their censious objections to participation
in war, and today represent one of the few histqméace churches” (along with
Amish, Brethren and Quakers). As of 2000, thereev291,200 American
Mennonites’

Simplicity and community are two Mennonite valtlest are especially
relevant to this article’s emphasis on MEB. Menteteachings emphasize a plain or
simple lifestyle. Grounded in nonconformity toumnding society and Biblical
injunctions against materialism, Mennonite simpjid¢ias historically manifested itself
in plain dress and unadorned congregational worgepder et al. 1958). However,
as Mennonite communities prospered economicaliypbcity has been difficult to
maintain (Redekop 1989). Nevertheless, simpli@typains an important cultural and
spiritual value for many contemporary Mennonites.

American Mennonites also tend to exude a “commatiat” where “the
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motivation of the individual” is “subordinated the collective” (Fretz and Redekop
1989). One manifestation of this communal ethat tbuches upon economic life is
mutual aid, the practice of helping those in thenownity in a time of need (Fretz et
al. 1989). This communal ethic of mutual aid gi@mw the experience of early
Anabaptists who endured “persecution, famine, aidigal upheavals” which in turn
“motivated the believers to gather into communitideere they depended on each
other for physical and spiritual survival. Sharmgterial goods and caring for each
other's needs were major elements of the Anabaptsement. When persecution
subsided and when community life became stableyahetring was often formalized
and was built into ongoing community life” (Fretizat. 1989).

Mennonite Mutual Aid (MMAY is one such formal financial organization that
continues some of the benevolent activity its naornotes. MMA “grew out of a
long tradition of church communities putting faitiio action by sharing resources
with each other. .. [It] started by offering loanschurch service volunteers. Over the
years... [it] added many more mutual aid and stevapdsrograms” (History of
MMA 2010). MMA Praxis mutual funds rolled out i®94. The name Praxis stems
from the Greek word orthopraxy, which means “cdrestion or activity.” The fund
family currently offers 10 mutual funds and tot@%75 million in assets (as of January
31, 2011). Praxis practices all three prongs efttaditional SRI approach; screening,
shareholder advocacy and community developmeniingrwith the church’s peace
position, Praxis is perhaps best known for its dance of military stocks and

government bonds.
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DATA AND METHODOLOGY

Since an estimated 3 percent of mutual fund investvest in SRI, contacting
a substantial number of SR investors through analiy representative survey design
is prohibitively difficult. However, by focusingoone denomination that is
associated with a well established SRI mutual figadhering data about a substantial
number of SRI fund investors becomes possible. al\ survey of Mennonite Church
USA members was conducted by a team of sociolois2606° Stratified by size
and geographic location, 120 congregations weréamaty selected. Each selected
congregation then supplied researchers with afigteir members, from which about
30 was randomly selected as a mail survey responddre final total sample size is
2,216, collected with a 76 percent response 18tevey respondents were asked if
they invest in any mutual fund and whether theestwith Praxis. These
guantitative data are analyzed to determine if éidévels of charitable giving are
associated with the decision to invest in an SRdfuhe first research question |
raised.

In a separate study, | collected phone surveyfdata a random sample of 499
Praxis investors in January and February of 200tk last phone survey question
asked if the respondent would be willing to také paa follow-up phone interview.
Fifty-nine (59) percent said yes, from which a demandom sample was selected for
phone interview$. | conducted all phone interviews, which averag@dninutes in
length, in April through June of 2010. Of 47 cantéal respondents, 6 refused to take
part. A total of 41 interviews were recorded, senbed and analyzed with Atlas-TI.
In this article, all interview respondents are redd to with pseudonyms to protect

their identity. There was no monetary compensdboihe interviewee’s time.
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After conducting a more close-ended phone survély avlarger sample of
Praxis investors, the phone interviews analyzed gese Praxis investors an
opportunity to provide more in depth informatioroabtheir investing attitudes and
experiences. Interviews were semi-formal, in treatned to ask the questions on the
interview script (see Appendix 1), but took theefitem to deviate from the script as |
saw fit. For instance, one interviewee mentiored he was involved in an
investment club and | took a few minutes to leaorerabout his experience with that.
Throughout my phone interviews, | did my best tdenstand my interviewee’s
“conscious view of the world, of themselves, andheir place in it” (Spickard 2007:
139). This means | often repeated what | heanoh thaying and asked if | had
understood them properly. In practice, thesefatation questions frequently
encouraged interviewees to elaborate upon thegmai answer and resulted in the
more open ended and thoughtful responses that log&sg for.

These qualitative data stem from SR investors wha@kso involved in
charitable giving and householding, providing disignt comparative framework to
help unravel the aforementioned puzzle. More pedgj the manner in which these
respondents make sense of their own giving, hoddielgoand SR investing is
assumed to generalize beyond just SR investorshenefore offer an explanation for

the puzzle of high giving and low SRI levels amatigAmericans.

RESULTS
Does Giving Crowd out SRI?
At the onset, | provided evidence that Americamsmaore willing to give their

money away than to invest it ethically. |1 now gabsially narrow my population of
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study by focusing on the case study of Mennonities proceed with the
denominational survey data at hand, | omit fromanglysis 40 percent of Mennonite
respondents that do not invest in a mutual funsldestep the issue of whether a
respondent invests in any mutual fund. Among midtual investors, 23 percent
report that they invest in Praxis (see Table 4rdé&scriptive statistics of all variables
to be included in upcoming model). This proportafrSRI investors is substantially
higher than the 3 percent estimate of all mutuatifustated at the onset of this article.
| attribute this inflated proportion to the facatiMennonites have their own SRI

mutual fund, causing this particular populatioméomore likely to invest in SRIs.
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Table 4.1: Weighted Descriptive Statistics (Proporons
and Means) of Mutual Fund Investors from
Mennonite Denomination (N = 1,223)

Proportional giving: less than 1 percent 30.0
Proportional giving: 1 to 5 percent 0.16
Proportional giving: 5 to 9 percent 0.19
Proportional giving: 10 percent 0.32
Proportional giving: 11 to 20 percent 0.26
Proportional giving: more than 20 percent 040.
Invests in Praxis 0.23
Female 0.52
Age 54

2005 income (in $1,000s) 73.898
2005 income (in $1,000s) squared 8,087.147
Home value (in $1,000s) 188.014
Home value (in $1,000s) squared 50,121.42
Voted for George W. Bush in 2004 0.53
Religion is most important thing in my life ~ 0.43
Attends church less than monthly 0.05
Attends church monthly 0.14
Attends church weekly 0.74
Attends church more than weekly 0.07
Edu: High school graduate or below 0.26
Edu: Some college 0.27
Edu: College graduate 0.19
Edu: Some graduate school 0.28

Note: Proportions and means are calculated frogirai and
imputed data.
Source: 2006 Mennonite Church Membership Profile

In order to answer the first research questiontudtiver charitable giving
crowds out or is associated with SR, | predictheagtcome separately, while
controlling for standard demographic variables thay impact each outcome. |
predict the binary outcome of investing in Praxighwva Logistic regression model.
Model 1 of Table 4.2 reveals that giving categofi@gercent and above are

associated with an increased the odds of investitigPraxis. Compared to those that
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give less than 1 percent of their income, thosedhe 11 to 20 percent have an
increased odds of investing by a factor of aboam& those that give more than 20 by
a factor of 7. To interpret these coefficientsalculate predicted probabilities while
holding all other values at their respective vdaabmean. Those that give less than 1
percent of their income to charity have a predigiexbability of 8 percent of

investing with Praxis. Those that give 11 to 2€cpat of their income to charity have
a predicted probability of 31 percent and thosé gihee more than 20 percent have a

predicted probability of 40 percent.
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Table 4.2: Estimated Odds Ratio of Praxis Investm@ and Giving

Proportional giving:
Proportional giving:
Proportional giving:
Proportional giving:
Proportional giving:
Proportional giving:
Invests in Praxis
Female

Age

less than 1 percent (refe

1 to 5 percent

5 to 9 percent

10 percent

11 to 20 percent
more than 20 percent

2005 income (in $1,000s)

2005 income (in $1,000s) squared

Home value (in $1,000s)

Home value (in $1,000s) squared

Voted for George W. Bush in 2004
Religion is most important thing in my life
Attends church less than monthly
Attends church monthly

Attends church weekly

Attends church more than weekly (referent)

Edu: High school graduate or below

Edu: Some college

Edu: College graduate
Edu: Some graduate school (referent)

N

Odds Ratio  Odds Ratio
of Investing®  of Giving”
161 00 ------
19  ------
285+  ------
4.89*  ------
7.33** -
------ 2.11%**
0.9 0.9
1.01 1.02%**
0.99+ 1.00
1.00+ 1.00
1.00+ 1.00
1.00 1.00
0.54*** 1.11
0.83 1*%8
0.24* 0.04***
0.36** 0.20***
0.57* 0.49**
0.57** 1.13
0.53** 1.05
0.76 1.22
1223 1223

+ p<.1, * p<0.05, ** p<0.01, *** p<0.001 (two taih

& Logistic Regression

® Ordered Logistic Regression
Source: 2006 Mennonite Church Membership Profile

| predict the ordinal charitable giving outcomewain Ordered Logistic

Regression modé&l.Model 2 in Table 4.2 shows that being a Praxigstor increases

the odds of proportional giving by a factor of ZT'he predicted probability of non-

Praxis investors giving more than 10 percent (thahe sum of predicted

probabilities for the top three proportional givicgtegories) is 59 percent, compared



to 76 percent for Praxis investors. In sum, inngstvith Praxis is associated with
charitable giving. This associational evidencealigirms the notion that individuals
perceive one broad moral mental account and ttattable contributions crowd out
SR investments. Put another way, it suggeststalicontributions are segregated
from SRI dollars in the minds of survey responderitsis allows both giving and SRI
to flourish in concert.

Attending religious services increases the oddsotth giving and investing in
Praxis. This highlights the similarities betweba two outcomes. However,
attendance is the only factor in the featured nwotlet has a similar directional
impact on both MEB outcomes, suggesting there iffierent processes underlying
each outcome. Claiming religion is most imporaatt of one’s life significantly
induces the odds of giving while having no assamnatvith investing in Praxis.
Higher levels of education induces the odds of stimg in Praxis, yet is not related to
giving. Political conservativeness (measured kyngafor George W. Bush in 2004)
decreases the odds of investing in Praxis anddsagtiated with giving. These
results create a muddled picture. To help bettdetstand the relationship between
these two MEBs, | turn to analysis of qualitatiaaltaken from Praxis investors in

2010.

Differentiation of Giving and SRI

| now consider the similarities and differencesnsstn SRI and charitable
giving from the perspective of social actors. Ttyeseven (27) Praxis investors were
asked and seemed to understand the following ilet@rgrompt, “Some think that

contributing money to a religious mutual fund, sashPraxis, is similar to
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contributing money to your church. How do you teadhat idea?
Francine is a middle aged woman who happens &ml@nployee off MMA.

In response, she reasons,

| don’t know that | see it as that different... Rdicontributing to my

church specifically because | feel that they'veedartot of good in the

community. Okay. And | also want to support theitial part of it too.

But | think at a certain point, all of the missiand service things our

church is doing is very similar to what SRI is abo¥ou know, in terms

of helping communities and helping people in comitiesy... All the

kind of service and missions stuff is in some wa&ysne very similar to

SRI.
Francine is one of the 7 percent (2 out of 27)alidrrespondents that sees a similarity
between giving and SRI and isolates community imeaient as the commonality
between the two. In contrast, 93 percent (25 6@ say they do not see a similarity
in response to the same prompt. This providesaureing answer to the second
research question. When prompted to think abouitagities between the two,
respondents instead overwhelming articulated @miffce between giving and Praxis
investments. Through analysis of responses, temés of differentiation arose, 1)
ownership of the money and 2) the expected return.

Dustin, a college professor in his 40s, exemplifiegh quite well.

When | invest money with MMA Praxis, there's stitime selfish desire...

| don't expect a return on my investment from myrch... | give that

money in the offering and | don't have stringsdtéa to that. | mean it

goes somewhere, and it's like whatever the chuoels dith that, it does

with that. But my investments, oh my gosh, youwnthere's some strings

attached. | mean, it all sounds well and goodjfithey don't raise me

some profit, then | would probably say, “Hmm, why &doing this?” So,

| don’t know if | see it as exactly the same thing.

Sixty (60) percent (15 out of 25) of the respondehat articulated a difference

between giving and SRI mentioned the expectednattidollars from Praxis and/or
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the absence of returns from charitable giving. ifanty, 60 percent mentioned control
or ownership as important. In other words, marspoadents feel they still had
connections to their Praxis dollars, while in conigxan, they give up control of their
charitable donations. As Dustin puts it abovegitie that money in the offering and |
don’t have strings attached to that.”

Responses to the interview prompt to compare giaimdyPraxis investing
reveals a nearly unanimous perception of diffeedinin. This evidence, coupled with
the survey results presented above, suggests tinehctieasurer should not feel
threatened by their congregants’ socially respdasitvestments. It is also likely that
similar processes operate in non-religious realeamng environmental non-profit
organizations need not fret competition for dollargh environmental SRI funds.
Ethical investments do not seem to crowd out calalet giving.

In sum, the interview data analyzed here provalasler portrait of why the
two mental accounts are differentiated, signifibaaktending the mental
accounting’s cognitive orientation. The most efpeated response points toward the
relationship between the actor and his or her ooll&haritable dollars are
relinquished while investments are not. Invesexsect returns and givers do not.
This monetary differentiation of mental accountscdnfirms the notion that charitable
giving crowds out SRI. However, these perceivedetary differences fail to provide
a satisfactory explanation to this article’s puzAghy are Americans more willing to
relinquish their dollars by giving them away, yeshant to “keep” their money and
get more through ethical investing? To better angiMs question, | now focus on the

moral components of MEB.
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Morality

To answer the third research questioow do actors perceive their moral
involvement in various MEB§compare the moral reasons given for charitghlang,
SR investing and householding. Cultural sociolsgmave emphasized the importance
of paying attention to justifications (or reasoms)ividuals provide for their behavior
(Swidler 1986, Swidler 2001). Indeed, given thdtiplicity of factors that may be
driving what appears to be moral economic behaitigs,all the more important to
speak with the social actors and hear how they rmakse of their behavior. For the
purpose of this research, | definenaral reasoras an explanation that includes 1) an
imperative quality that pertains to the “the rigling to do” and 2) is outward oriented
(to one’s religious tradition or God, toward otlsecial actors or the environmen?).
After identifying 211 moral reasons given for MEBsit meet these two criteria, |
code them into categories that naturally arise ftibencontent at hand. | also strive to
create categories that span charitable giving, étonlding and investing, to aid in
comparability.

At this juncture, it is important to acknowledge tteligious context of this
particular case study. Many religious traditionsvide well codified moral
statements that instruct followers how they ougtit aught not behave (Bader and
Finke 2010). American congregations are typicdélyoted to reminding followers of
their moral commitments. Since the socially restale investors interviewed here
are mostly from Mennonite or Christian churchesprompted for moral reasons by
asking how one’s religious faith impacts their giyi householding and Praxis
investing'? Most respondents readily understood the questidrpaovided answers

that revealed that their religious faith signifidgrcalibrates their moral compass.
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However, the findings here are meant to generék®nd the religious context, and
indeed, many of the moral categories discussedwb@te not unique to a religious

context.

Moral Reasons for Investing in Praxis
Elvin gives the following moral reason for invesgtim Praxis, “I still have a
strong pacifist streak. So avoiding defense spgnldas some appeal to me.”
Aligning with Mennonite pacifism, many respondesp®ke positively of Praxis’
avoidance of military related stocks. This moesson reflects a concern for filtering
out the bad or immoral and letting in the good arah In the case of mutual fund
investing, this translates into avoiding “sinfuirapanies and targeting the “better”
ones for ownership. In this way, respondents eamain pure. Jason explains, “...I
feel as though I'm not supporting anything that ldadolate my conscience... by
being in Praxis.” Sixty-two (62) percent of the i@lareasons for investing in Praxis
fall under thisremaining purecategory®® This concern for remaining pure mirrors a
deontological flavor of morality, where adheringtibes or performing one’s duty is
most important.
Respondents also saw their Praxis investmentsexgiyg helping others
another significant category of moral reasons. dbexplains,
...a central kerygma of our church doctrine is talfimays to make peace
in the world. And since we have this... discretionargney that we can
use, we want that to be used in a way that is gminggomote peace in the
world, and as well as good health and good futtmepeople that we don't

even know about. And so we just feel our faith draws into a position of
using money for Praxis.

Another commonly cited reason that falls underhit@ping othersategory is mutual
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aid, where MMA (Praxis’ larger denominational orgation) contributes money to
needy individuals typically identified by local agnegations. Five respondents
mentioned this benevolent activity as a moral redeanvest in Praxis. In total, 27
percent of moral reasons given for investing inkBr&all under thénelping others
category. Seven percent of the reasons are caddltgiance to church organization
exemplified by Laura explaining, “I think that theason would be because it's a
Mennonite organization and we're Mennonite andeet like we should use our own
denominational organizations.” Only two responddpt 3 percent of moral reasons)
are coded alelping the environmeiisee Appendix 3 for all moral reasons for

investing in Praxis).

Moral Reasons for Charitable Giving
Most interview prompts revolved around the respotidattitudes and
experiences with Praxis. However, many voluntaspgke about their charitable
giving in response to this particular question, &8gour religious faith impact the
way you spend your money?” Inviting respondenthiok about how their religious
faith and money were connected typically eliciteokrencomfortable and lengthier
responses (as opposed the questions about Praggnments).
Pat was initially apprehensive to take part inghene interview, because she
did not like to think about her financial investnt®nHowever, she felt more
comfortable talking about her charitable giving.
When my father passed away... we received inheritaarog | took a good
chunk of that and put it in an account to be ugeEtidically for me to tithe
and give out as I've felt the Lord leading me....(Tl&s probably been one

of the most joyful things I've been able to do...witbney. [laughter]...
I've given a... five hundred dollar gas card to almotith four children,
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just trying to get back on her feet. And there aE® a young mother at

church who has extreme pain and they aren't alfladdhe source of it at

this point in time. But we found out that doingssages has been helpful

and insurance doesn't cover that. So, | had peoMieer with money, 1,000

dollars, to... get that kind of help.
Jason, a computer technician for a non-profit aggion explains, “I'm giving my
money to my church to be used locally to... help msmunity.” These are
examples of moral reasons for charitable giving thihunder the previously
mentionecdhelping othersategory. Sixty-five (65) percent of the morasens for
giving fall into this category. Twenty (20) pert¢eafer to the respondents feeling
gratitude to God for their resources, which in torotivates a moral imperative to
give some of it away. For instance, Ronald exgldithe stewardship position has
made me think about making sure that I'm tithirsga@ratitude response to God.”
Another 13 percent of the reasons allude to bibtgactives to tithe or give to
charity. Bradley explained, “Jesus said sharele@itenth and give above the tenth.”
Only one moral reason (3 percent) for charitablengi falls into theremaining pure
category that was discussed above. In this isbkxtample, the respondent explains

he would never donate money to the National Rilsdciation, stemming from a

peace position (see Appendix 4 for all moral readon charitable giving).

Moral Reasons for Householding

While this article has mostly focused on giving &Rl investing, the concept
of household economy opens up a broader realmaofoeaic behavior that | find
particularly amenable to research on MEB. Respatscere adept at reflecting upon

how their religious faith impacts their househobtivaties. Discussions of this nature
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were mostly prompted with the following: “Now I'tké you to think about everyday
life and the things you do to take care of yourdehold. By that, | mean getting
groceries, eating meals, taking care of the hondeadso the things you do in your
free time for leisure. Would you say that yourgglus faith impacts these household
activities? If so, how?”

Respondents give a wide range of household aetvitThey include buying
local goods, boycotts, egalitarian household diviif labor, entertainment choices,
food consumption, environmentally friendly home sioaction, hospitality,
maintaining old products instead of buying new ompasronizing Christian
businesses, simplicity, time management, and dazefisideration about what to
spend money on. Of this multiplicity of househaltdivities, respondents most often
linked their religious faith to simplicity (or fradjty), which refers to an orientation
toward reducing consumption. Ivy, a part-time garer in her 60’s, explains, “This
world is not our home... we are pilgrims here so...tiygo keep... a modest...
simplicity..., to live comfortably, but not... luxuisly.” In another example,
Brittany prays about whether or not to spend mdoeg vacation.

Having provided some examples of householding @iets/that respondents
relate to their religious lives, | now turn to th@ral reasons offered for engaging in
these various householding activities. Tuckernsissionary in the Midwest, and
explains how his religious faith impacts the wayspends his money.

Well, | guess spending money on the things | beli@y the things that will
impact the world with the gospel rather than jusbeing comfortable or
being in interesting places. | enjoy seeing irdeng places and | like to
see a good play or a good movie, or a good con&art.| don't do a whole
lot of that. Not because it's not valuable, bstnbt what my primary

objective is. | don't spend a lot of money on thaseas. If I'm having
coffee or eating out with people that | want to tgeknow, why then, that's
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different. | spend a little more money in thataare

Here, Tucker can justify spending money on eatuignth people whom he wants to
get to know, but not on other things. Reachingtowthers (ohelping other¥is the
most frequently cited moral reason for engaginigansehold economic activity, with
36 percent of the householding moral reasons €aihito this category. Nineteen (19)
percent of the reasons point to following the Bijlitequently following the example
of Jesus’ lifestyle. Warren, a college professtams, “Living simply, I think, is
more of following...the example of Jesus and hisidles. You know, they were not
the economic elite of their day. They were simplé.f

Fifteen (15) percent refer to helping the earttherenvironment as a moral
reason. Galen says, “We're trying to buy morellpgaown products. You know,
we're cutting down on transportation of food typehings.” Thirteen (13) percent of
the reasons fall into thremaining purecategory. For instance, one retiree strives to
reduce his income so as to avoid paying taxesetheg and thereby not support the
government’s military spending. Others did nobalimmoral entertainment media
into their homes. Eight (8) percent explain thwiuseholding in terms of freeing up
resources to be used for other moral ends, whiell better use of resources hree
(3) percent indicate the resources they have gt which impacts their

householding (see Appendix 5 for a sample of maasons for householding).

Comparing Moral Reasons

| now turn to the patterns that emerge by compatheglistribution of moral

reasons across the three categories of MEB. kicpkar, | zone in on the proportion
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of responses that fall into tielping othersandremaining purecategories. Viewing
the three MEBSs side by side reveals that SRI iblftigssociated withemaining pure
(62 percent of SRI moral reasons) but fewer SR3apa referred thelping otherg27
percent). In contrast, charitable giving and hbosding see higher proportions of

helping othersand lower proportions aemaining purgsee Figure 4.1).

Figure 4.1. Proportion of Moral Reasons by Type oMoral
Economic Behavior (MEB)

0.70
0.60 -
0.50 -
0.40 -
0.30-
0.20-
0.10 -
0.00 +— |

Giving Household Praxis

W Remaining Pure 1 Helping Others

Note: Chi Square = 126 (p< .001) for all moral meess(N = 211). For clarity’s sake,
this figure only shows proportion of two categoraésnoral reasons,

remaining pureandhelping others

Source: 2010 Praxis Interviews

These descriptive statistics demonstrate that,endifferent forms of morality
can be attached to all MEBSs, there are nonethédistiaguishable patterns. The fact
that SR investors have a harder time articulatimg their investments actualhelp
othersprovides one explanation for the hesitancy of np@eple to invest in SRIs.
Inversely, despite the certain sacrifice of doliua accompany charitable giving,
there is a more natural social connection to geeple who tangibly benefit from the

contributions. This social connection provide®eialogical and moral explanation



for the relative willingness of people to give theioney away.
CONCLUSION

Upon considering the contrasting monetary implaratiof giving and SR
investing, | posed the question, why are Ameriganse likely to give their money
away than invest it ethically? To help answer tjusstion, | focus on mental
accounting and morality. It is acknowledged thég theoretical orientation and the
subsequent research questions downplay convintiegpative explanations to this
puzzle. For instance, people are routinely faced the opportunity to give,
exemplified by a passing plate at weekly religisasvices or evening phone calls
requesting contributions to charities. In contramtividuals are unlikely to be
confronted with the moral implications of their @stment decisions on such a routine
basis. Put another way, some may not even knowt&Il options and this would
obviously explain why they do not invest that waie quantitative sample examined
here partially deflects this issue because dendimma respondents are especially
likely to have heard of their own denomination’sl®Ritual fund. But it is
acknowledged that this research design does nfeqblgrcontrol for the structural
opportunity to invest in SRI. Instead, | explomhmental accounting and the form
of morality might provide additional explanatoryézage.

Data are collected from American Mennonites, a bdelomination that lays
claim to its own SRI mutual fund. This tractabie ®f research yields ample data for
analysis of an otherwise relatively small and hiddepulation of SR investors.
However, this also raises the issue generalizgbilivhat can Mennonites tell us
about average Americans? Mennonites tend to hégtathat value simplicity and

community. However, these particularities are ussed in light of more abstract
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concepts that are generalizable to all SR investBos instance, refusing to own
military stock is one example of a broader fornmmifrality | refer to agemaining
pure. All SRI funds select other kinds of stock theyniveo avoid, making this form
of morality applicable to all ethical investorshélimportance placed on community
(as practiced imutual aid is represented by theelping otherdorm of morality, but
there are many other examples as well that are geveralizable to all Americans.
Lastly, simplicity is a kind of householding MEBattfinds particular resonance
among Mennonites, but | also catalogue other haldelg MEBs and intentionally
analyze the moral forms associated with the braadé&holding category. This too
enhances generalizability to a larger population.

A mental accounting orientation leads to two conmgehypotheses.
Depending on the breadth and nature of mental atspcharitable giving could
crowd outor track with SRI dollars. This article demonstratest giving and SR
investing are correlated, thereby providing evidgetiat actors segregate their SRI
dollars and giving dollars into separate mentabaaots. Qualitative evidence
confirms this segregation. Namely, when promptethink about their potential
similarities, 93 percent said they thought theyendifferent and this difference was
explained mostly in monetary terms. Interview mggpents explained that the giver
loses control of money and expects nothing materiedturn, while the investor
maintains control and expects more money back. é¥ew these important monetary
differences between giving and SRI reemphasizesttiisle’s puzzle. In other words,
if we only consider the monetary outcome (which walgent to interview
respondents), we would expect higher levels oflve/ment in SRI because of its

preferred economic outcome.
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After establishing this segregation of moral meatadounts, | part ways with
the thrust of most behavioral economics resealicis. not my intent to conclude that
these segregated mental accounts are irrationgbraaidice suboptimal economic
outcomes. Instead, | analyze the moral meanirgsaderive from their MEB in
attempt to better understand their economic behavibis methodological approach,
quite familiar among sociologists, assumes act@sansciously making decisions
and therefore able to articulate their own motivati

Therefore, | take a closer look at the moral reasodividuals provide for
engaging in MEB. Theemaining purgdorm of morality is most commonly associated
with SRI, no doubt because these funds are frejueetined and marketed mostly by
their screening activity. Recall, however, thaas is also heavily engaged in
shareholder advocacy and community investmentpétetents could draw upon
these alternative activities as they think aboatridigious implications of their
investments. They instead prefer to draw fromdéentological well of morality
which focuses on the individusgmaining purerom perceived profanations, such as
the military related stocks. This form of moralihowever, is less associated with
charitable giving and householding.

Thehelping othergorm of morality emphasizes social relations arsknables
a consequentialist version of morality, whereinithplications of behavior are taken
into account. Actors more frequently articulates tielping otherdorm of morality
when discussing their giving and householding betiand less so for SRI. Zelizer
(2011) suggests the concept of mental accountiegrished through consideration of
the social relations that provide meaning to moneythis vein, | suggest the more

tangible and relational nature loélping othersand its greater association with
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charitable giving, provide a convincing explanationwhy many give money away,
but few invest ethically. Actors can more readigée the direct repercussions of their
charitable donations while they have more diffigwlbing so through investing
ethically in the financial market.

This relational component of morality echoes Weberescient view of
modern rational capitalism. Weber ([1915]1946)t@gj “The more the world of the
modern capitalist economy follows its own immanemts, the less accessible it is to
any imaginable relationship with a religious etbidrotherliness. The more rational,
and thusmpersonal capitalism becomes, the more is this the caskcgtmine]” (pg.
331). The impersonal nature of the financial mackeates an awkward context for

anethic of brotherlinessr ahelping otherdorm of morality to flourish.

Just as behavioral economists are finding the itapoe of mental categories
in determining monetary behavior, this article &es morality as an equally
important factor. While | have concentrated onrithble giving and SRI as specific
examples of moral economic behavior (MEB), moratiéy impact a much broader
array of economic behavior. For example, many abakl economic activities carry
moral significance for social actors. Future reseahould continue to examine the
conditions under which morality is likely to be aakhed and the conditions under
which it is not. This research has shown thafdine of morality (whetheremaining
pureor helping otherscan make a difference.
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ENDNOTES

! At year end of 2009, there were 8,624 US mutuadi$y totaling $11.1 trillion in
assets (Investment Company Institute Factbook 2dial Investment Forum
(2010) reports 250 SRI mutual funds totaling $318llion. The proportions SRI
fund and SRI assets come to about 3 percent. maysunderestimate how many
Americans mutual fund investors are investing insSR individuals tend to put
smaller amounts in SRI funds. On the other haridwavealthy Americans could
invest large chunks of money in SRI mutual fundsicly means three percent would
be an overestimation. By including assets helthlye institutional investors and
individuals alike, an estimated 12.2 percent daditassets under management is
invested according to SRI criteria (Social Investirfeorum 2010). However, given
this article’s focus on the social behavior of induals, | focus on the proportion of
mutual fund assets because it more closely appaiesgrindividual investor behavior.

2 About 44 percent of American households own a aliftind, inside or outside
employer-sponsored retirement plans. Sixty-ei§B) percent of mutual fund owning
households in the United States hold mutual fundile employer-sponsored
retirement plan accounts (Investment Company Lrigtit 2010), which typically
provide their employees with a finite array of malttund options. This raises one
possible explanation for the low levels of SRI ilmement. Perhaps few employers
offer them as options in their benefit packagese @ay to address this possibility is
to look at one fund family that is frequently aadile through such benefit plans.
Many workers in the education field have the optdmvesting in TIAA-CREF's
mutual fund family and one of the many mutual fuadailable is an SRI fund.
Viewing all TIAA-CREF mutual fund assets as of Jaryu31, 2011 (Bloomberg
Terminal), reveals Social Choice assets make gthes 1 percent of all assets in that
fund family. This confirms the low level of SRMolvement, even among those that
have a viable option.

% For the purposes of this article, the second “amtvorientation” moral criterion is
designed to preclude the potential moral positi@dne ought to look out for one’s
own self interest

* This estimate is produced from the AssociatioSatisticians of American
Religious Bodies (ASARB) and retrieved from the ARttp://www.thearda.com/).
It tallies the number of adherents from the follogviMennonite family
denominations: Mennonite Church USA, Mennonite Brenn Churches, Old Order
Mennonite, Church of God in Christ (Mennonite), €ervative Mennonite
Conference, Beachy Amish Mennonite Churches, Evaragidlennonite Church,
Eastern Pennsylvania Mennonite Church and Refoiviesthonite Church.

> MMA has since changed its name to Everence.
® The Mennonite Church Membership Profile (CMP) syrwas conducted by Don
Kraybill, Carl Desportes Bowman and Conrad Kanagyy the data are available for

purchase from the Young Center for Anabaptist aetid? Studies. All forthcoming
data descriptions and analyses derive from datagheeighted to account for
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differential congregational response rates. Theghting adjustment ensures the
correct balance of geographic and congregatiopaésentation that the initial
sampling procedure was designed to accomplish. wihghts also account for the
differential response rates of men and women.

Income and home value categorical values were ctet/é continuous data
by randomly selecting values within each approprcategory. Missing values of
independent variables were manually imputed bytcocisng regression models with
existing data and predicting values. Congregatimtcator variables were cleaned
from data, rendering multi-level modeling impossibln addition to dropping
respondents that do not invest in any mutual fadd, respondents that report getting
auto insurance from Mennonite Mutual Aid (MMA) atepped because MMA did
not offer car insurance at the time of the survey.

’ An additional analysis (not shown here) reveals financially literate respondents
are more willing to participate in the phone intew. This means the qualitative data
stem from a slightly more financially literate sdmthan the original phone survey
sample.

® The ordered categories of the proportion of incgimen to religious and charitable
causes are as follows: less than 1 percent, 15d&®9, 10, 11-20, and more than 20
percent. Due to the uneven magnitude of thesgaaés, | confirm the robustness of
forthcoming Ordered Logistic regression resultdwaitLogistic regression model
which predicts the binary outcome of giving 10 m&tcor more and an ad hoc
summary of a Multinomial Logistic Regression modskse Appendix 2). In sum, the
featured results are supported with these additimoaels.

° Of the 41 interviews, | skipped this interview pmat with 12 respondents, usually
because other questions took up more time thad eRpected and | had to cut
guestions. Two respondents were asked the quebtibdid not seem to understand
it. This leaves 27 respondents for analysis.

19 Here are some examples of reasons | am not coimgjdaoral. For instance,
investing in Praxis because one’s employer offed®@s not count asmoral reason
because it is not explained as an imperative actiorother words, it is not explained
as “the right thing to do.” Likewise explaining,live simply because | was brought
that way” does not count as a moral reason begaimplies an ingrained habit and
fails to explicate a moral imperative. InvestinghAPraxis because one wants more
liquid assets (in comparison to real estate) iscoasidered moral because the action
is solely justified in terms of the benefit to egad fail to meet the “outward
orientation” criterion.

1 Out of the 499 Praxis investors surveyed in anqgtbetion of my research, one is
“not religious” and four are not part of a religgogroup. This information justified
my assumption that most interview respondents whaice some degree of religious
experience. One interviewee was uncomfortable thighterm “religious faith,” but
was more comfortable the term “spirituality.”
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12 Most moral reasons were gleaned from responsta tillowing four interview
prompts (see Appendix 1)...
1. Can you tell me a little bit about why you begaresting with Praxis?
5. I'm wondering, does your religious faith imp#ot way you spend your
money? If so, how?
6. Now I'd like you to think about everyday lifecathe things you do to take of
your household. By that, | mean getting grocemeasing meals, taking care of the
house and also the things you do in your free fonéeisure. Would you
say that your religious faith impacts these houkkhctivities? If so, how?
7. Is there a connection between your religiouth fand your decision to invest
with Praxis?

13Toward the end of my interviews, | asked resporslemexplicitly name the kinds
of companies they would not feel comfortable inwesin through their mutual fund
(Q20 in Appendix 1). Responses to this questiemat included in my population of
moral reasons and are therefore not codedraaining pure | have excluded these
responses from analysis because the prompt (goveard the end of interviews) too
strongly elicits responses that would fall into teeaining purecategory. This
means moral reasons analyzed in this article welentarily given.
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Appendix 1. Interview Script for Praxis Mutual Fund Investors

Motivation for investing with Praxis

1. First question, can you tell me a little bit abauity you began investing with Praxis?
-(if answer is about investing in any kind of mutftmd) There are many mutual
funds available for people to invest in. Can yellirhe why you are investing with
Praxis- and not some other fund?

2. Pretend for a moment that Praxis mutual fundshdi exist. If that were the case, do you
think you would still be investing in the financialarket; in stocks and bonds?

-If so, how?

-If not, what might you do with your money thanisw in Praxis?

3. In general, when you do think about your Praxigstments, how does it make you feel?
-Prompt: Do you have negative thoughts or positiaeights?

4. Do you currently have a financial adviser thelpl you with your mutual fund
investments?
-Tell me about your relationship with that finaalchdviser.
-Is he or she associated with MMA?
-Do you feel like your adviser is pushing you &vad more Praxis
investments?

Religion and Economy
5. I'm wondering, does your religious faith imp#uoe way you spend your money?
-If so, how?

6. Now I'd like you to think about everyday lifechthe things you do to take of your
household. By that, | mean getting groceriespgatieals, taking care of the house and also
the things you do in your free time for leisure. Wbyou say that your religious faith impacts
these household activities?

-If so, how?

7. Is there a connection between your religiouth fand your decision to invest with Praxis?
-Tell me more about that connection or lack ofretion.

8. Some think that contributing money to a religionutual fund, such as Praxis, is similar to
contributing money to your church. How do you tdadhat idea?

9. Do you attend church?
-Do you hear about Praxis funds at your church?
-If so, tell me more about that.

10. I'm thinking of the parable where Jesus sagg,gan’t serve both God and money. Some
would interpret this verse to mean there is a odrifletween investing in the financial market
and being a Christian. Do you feel that conflichlf

11. In your opinion, is it acceptable for a Chestto be wealthy?
-Can you tell me what you are thinking about as goswer this question?
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Investments and return performance
12. What do you plan to use the money from youxkiBriavestment for?

13. In general, how are you feeling about yourritial future?

14. How often do think about the return performaoicgour Praxis fund?
-When you do, what comes to your mind?

15. If you were to learn that the return perforn@aontyour MMA Praxis fund was usually
lower than conventional funds, how likely is it tly@u would sell some shares for that
reason?

-Can you tell me what you are thinking about as goswer this question?

16. Have you or your financial adviser ever sdildres of a mutual fund in past because of
low return performance?
-If so, was that from your Praxis fund, or someeotkind of fund?

17. Suppose your Praxis fund were to earn muchehiggturns than conventional funds.
Would you feel comfortable attributing that highu performance to God's intervention?
-Can you tell me what you are thinking about as goswer this question?

18. The last couple of years were pretty bad ferfitiancial market. Did the financial crisis
of 2008 and 2009 affect you personally?

19. Did the financial crisis change the way yankrabout the financial market?
-If so, how?

Ethical component
20.As you may know, a mutual fund, such as Praxis,sostack in lots of different
corporations. I'm wondering, are there certairdkiof corporations that you don’t want your
mutual fund to own stock in?
-Are you engaging with these ethical issues in@hgr areas of your life? If so,
how?

21. Were you aware that Praxis tries to changédhavior of some of the companies that it
owns?
- Can you talk a little bit about how this is emiot important to you?

22. In your opinion, is Praxis making a differeimeeociety; are corporations listening?
- Would you still invest in Praxis, even if it wenet making a big difference society?

23. Do you invest in non-ethical mutual funds onwentional mutual funds?
-Do you think that mutual fund may own corporatidhat you ethically disagree
with?
-How can you reconcile that with your religioustifié

Closing questions
24. Just recently, MMA announced that it will b@nobing its name from MMA to Everence.
Were you aware of this?

-In general, what is your reaction to this namange?

-Does the fact that they are taking “Mennonitet oitheir name concern you?
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25. Within the past 2 years or so, can you rectitha when you spoke with your friends or
extended family about your Praxis investments?
-What kinds of things do you talk about?

26. In my research, I'm only talking to people thmatest in Praxis, but I'm curious about
people who know about the funds and chauseo invest. Has anyone told you why they
would not invest in Praxis?

-What reason did they give?

27. | have a few demographic questions as we clése you retired? What do you (did you)
do for a living? How many children do you have?

28. Are there any other questions you wished | didnalve asked? Anything you want to let
me know?
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Appendix 2. Ordered Logit, Logistic and Multinomial Regression Analyses of
Proportional Giving

Number of
Statisically
Odds Ratio Odds Ratio  Significant
of Givingb of Tithing Comparisoné,j
Proportional giving: less than 1 percent (refe  ------  ------  ------
Proportional giving: 1 to 5 percent ~ ------ - -----  o-----
Proportional giving: 5to 9 percent ~ ------  ------ oo
Proportional giving: 10 percent ~ ------  ------ a-oo--
Proportional giving: 11 to 20 percent ~ ------ - ---- oo
Proportional giving: more than 20 percent ~ ------  ------ - ----

Invests in Praxis 2.1 %** 2.15%** 10
Female 0.9 1.09 2
Age 1.02%** 1.02%** 13
2005 income (in $1,000s) 1.00 0.99 1
2005 income (in $1,000s) squared 1.00 1.00 0
Home value (in $1,000s) 1.00 1.00 0
Home value (in $1,000s) squared 1.00 1.00 0
Voted for George W. Bush in 2004 1.11 1.31+ 1
Religion is most important thing in my life 1.98*** Q4 rrx 10
Attends church less than monthly 0.04*** 0.05*** 13
Attends church monthly 0.20*** 0.12%** 11
Attends church weekly 0.49** 0.32** 8
Attends church more than weekly (referent)

Edu: High school graduate or below 1.13 1.35 0
Edu: Some college 1.05 1.26 0
Edu: College graduate 1.22 1.22 0
Edu: Some graduate school (referent)

N 1223 1223 1223

+ p<.l, * p<0.05, ** p<0.01, *** p<0.001 for two ilad test

® Ordered Logistic Regression results, identicfiamlel 2 in Table 4.2.

‘Logistic Regression results, predicting whethenatrrespondent gives 10 percent or more to
charity.

4 The number of statistically significant comparisaterives from a Multinomial Logit model
which predicts the following outcome categoriessléhan 1 percent, 1-5, 5-9, 10, 11-20 and
more than 20 percent. This is the same outcontieeaSrdered Logit model, but the
Multinomial Logit model does not assume an ordafith six outcome categories, there are 15
possible comparisons to analyze (less than 1 pevsed to 5, less than 1 percent vs. 6 to 9,
..., 11 to 20 percent vs. more than 20). To parsiousty summarize these results, | sum the
number of statistically significant (p < 0.05) cli@ents, which report the effect of each
independent variable on each outcome categoryveltt each other possible outcome
category. When more than half (about 8) compassmefficients are statistically significant,

| consider the independent variable to have an itapbimpact on giving.

Source: 2006 Mennonite Church Membership Profile
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Appendix 3. Moral Reasons for Praxis Investing (n#3)

Remaining Pure (n=45)

Helping Others (n=20) Bible Directive (n=1)

Allegiance to Church Org. (n=5)

Help Environment (n=2)

Warren: to not be directly investing
in things that | don't agree with...
alcohol, tobacco, military.

Warren: You know, those kinds of
... companies | wouldn'tinvestin |
also would not work for.

Ronald: ever since we've learned
about SRIs, we've tried to put our
money into places where we know
it's not going, especially into
military... emphasis.

Ronald: our big bias is against the
amount of money involved in the
military.

Leon: we don't like to see our
money being used for military or
for production of alcoholic products
and tobacco and those kinds of
things.

Leon: it is invested in places that
are productive

Jason: | feel as though I'm not
supporting anything that would
violate my conscience... by being
in Praxis

James: trying to find investments
that aren't supporting military
involvement and... unethical drugs,
and tobacco, and alcohol

Laura: they invested in companies
that were responsible companies
and have our same values

Laura: they are going to be
investing in good companies that
would closely align with our own
values.

Jayne: | would never...go online
and think, "Oh, I'm gonna invest in
RJ Reynolds...or I'm gonna invest
in Playboy."

Elmer: | was particularly pleased
that they... steer clear of
investments that support the
military expenditures, and I'm
concerned about justice issues
and human rights.

Galen: | like to invest in things that
are not going for... military
companies..., companies
that...have questionable, you know,
the way they treat people, their
workers

Ronald: wanted to make sure that
the money... was being used for
peaceful purposes, to help other
countries get on their feet

Julie: And, so we prayed
about that, and it just
seemed to feel like this
one was the right one to
go with.

Ronald: we felt that we were doing

some good for the world by putting

money into the fund

Ronald: we feel like we're investing

in good things, we're helping other

countries... we're using the

money... for peacemaking and

good, constructive building

Ronald: we want that to be used in
a way that is going to promote
peace in the world... as well as
good health and good futures for
people that we don't even know
about

Ronald: for constructive world
purposes.

James: Praxis is involved
with...assisting with congregational
programs through MMA.

Ken: it's more important for me
that | invest in things where people
are not being hurt by.

Ken: hopefully my contributing to a
Praxis fund is in some way
helping...,in some virtuous way,
the needs of this world

Dustin: our church gets grants
from MMA... We've gotten grants
for youth group, or help some other
people... It doesn't seem like we
should be willing to request those
funds unless we're willing to invest
with... Praxis

Dustin: practical ways to do
peacemaking

Dustin: it seems highly hypocritical
not to at least invest some of my
investments with MMA if I'm gonna
ask them to match things for
people in my Sunday school class

Pat: they were doing their best to
invest in things that were good for
people and not detrimental to their
health...I like when...I...can do
something positive for somebody
rather than harm

Ivy: to be involved in things that
bring life rather than to destroy life
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Laura: because it's a Mennonite
organization and we're
Mennonite... and we feel like we
should use our own
denominational organizations
Dustin: | really pretty strongly
consider our church institutions
before | think about other things
Dave: It's probably... loyalty... to
denominational...products and
institutions

Juanita: some things you just do
because you are part of an
organization. And... I'm part of a
church

Jody: | attend a Mennonite church,
and so the Praxis was through the
Mennonite financial institution. It
was a way of supporting... what |
would consider my financial
institution.

Gille: anti-war stance and the
environmental stance.

Gid: they try to invest in
companies that respect the
environment



Appendix 3 Continued. Moral Reasons for Praxis Investing (n=73)

Remaining Pure

Ken: | can't be saying it's most
important for me to maximize my
returns regardless of, you know,
where those returns are coming
from

Dottie: they would be investing in
place that we'd be more prone

Dottie: we wouldn't have to worry
so much about it going to places
where we wouldn't want it to

Brittney: the money that is being
invested is invested in companies
that do not promote abortion, or
you know, those types of things
that we do not go along with...

Brittney: that the companies are in
good standing and they're upright
and they're not crooked

Dustin: and not things that were
used for destructive purposes.

Dustin: to invest that in things that
were at least neutral or good

Gille: anti-war stance and the
environmental stance.

Gille: | wanted to be sure that my
money was not going to support
the really bad stuff that some
companies do, like war machinery

Wilber: trying to invest in
companies that were more...
ethical in their business practices.

Wilber: MMA's effort to invest in
ethical companies

Eloise: the money is invested in
mutual funds that we're not
ashamed to invest in.

Eloise: they're companies that |
would personally choose to invest
in, rather than... alcohol and that
type of thing

Ivy: they're very careful that there's
nothing that, as a Christian, we
would not want to be involved in.

Ivy: The money is being used in
good areas

Randy: Well, as far as the Praxis, |
wouldn't want to support any...
beer or cigarettes, companies like
that

Randy: | wouldn't want to support
non-ethical companies

Lamar: they do make investments
in accordance with our faith values.
We oppose participation in war
activities and military activities. In
supporting... tobacco industries

Lamar: their investments are in
accordance with our traditional
values

Elvin: | still have a strong pacifist
streak. So avoiding defense
spending has some appeal to me

Frances: the investments... are not
in things like alcohol, abortion
related medical situations and ...
companies that would take
advantage of people unfairly. Even
in other countries, and certainly in
our own.

Drick: they are investing in funds
that | can support faith wise

Laurence: would not invest in let's
say tobacco, alcohol or companies
associated with war

Alan: as far as we know, they don't
invest with companies that deal
with... alcohol and stuff with that.

Glen: the money actually was
being invested in stuff that didn't go
against things that we believed in.

Chester: We understood that it had
money invested... more carefully
aligned with issues that were not
negative to the Anabaptists faith...
like alcohol and gambling

Gid: they're probably not going to
invest in arms merchant, and they
try to invest in companies that
respect the environment

Tucker: careful with their scrutiny
of companies they invest in terms
of social responsibility.

Marilyn: it doesn't channel into....
organizations that | don't want to
support.

Marilyn: to support things that are
pacifist.
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Helping Others

Rachel: MMA does a lot in aiding
people in need

Francine: all of the mission and
service things our church is doing
is very similar to what SRI is about.
You know, in terms of helping
communities and helping people in
communities.

Juanita: if there is money left of
what is invested, that is distributed
back to the people that need it

Marilyn: they [MMA] are able to
help persons of need... | know
through our church there have
been several people who have
applied for grants for specific
needs

Marilyn: it's investing [in] other
persons who need it

Marilyn: we are supporting
something that would be beneficial
elsewhere, other than just us

Frances: when the church
contributes to help somebody out
in the community... MMA will
actually match that contribution



Appendix 4. Moral Reasons for Charitable Giving(N=40)

Remaining Pure (n=1)

Helping Others (n=26)

Bible Directive (n=5)

Money is Gift (n=8)

Ronald: not to use it for things that
are involved in weaponry and
donate to stuff like that. Like the
NRA, | would never give a donation
to them.

Warren: the part that's connected
to tithing there are Bible verses
that talk about sharing with those
in need.... people have enough to
eat.

Jody: | donate money to my
church. | think of that being for the
whole church

Roy: | feel, as a group, we have a
responsibility to watch out for each
other, where there are needs. And,
um, we endeavor to use that
money where we understand
needs can be met by the use of it.

Roy: And whether it's helping the
church grow by... giving an
offering and helping people bring
the word to other individuals, to
me, it's pretty important.

Jason: I'm giving my money to my
church to be used locally to help
my community

James: We are careful in tithing
and giving and trying to be
generous and helping in areas
where it really is helpful.

Laura: we're supportive to... our
local church. Our congregation is
supportive to people's needs

Brittney: we give to our church...
whether it goes to missions, or to
our pastors salary, or the upkeep
of the church.

Bradley: giving money is giving
money to help others with no
personal gain.

Pat: I've given... a five hundred
dollar gas card to a mother with
four children just trying to get back
on her feet

Ivy: And we try to give well beyond
the tithe.... that we want to share
what we have.

Sheila: part of that is just the

mindset to share with others and to

give back. Not only to the church
but... to other organizations that
are helping people.

Francine: | think my values
coming out of my faith tell me to
use my money generously with
other people.

Warren: the part that's connected
to tithing there are Bible verses
that talk about sharing with those
in need.... people have enough to
eat.

Chester: | feel biblically that there
is a tremendous emphasis there,
both by the example of Christ and
also the guidelines and principles
of the Bible. There's a lot to be
done in serving other people, the
more you spend on yourself the
less you spend on other people.
So we try to keep our charity level
is pretty high.

Ronald: we've focused on following
the Gospel by aiming for 10% of
our gross in what we contribute.
Um, that's sort of our manner of
saying, "This is our first fruits."”

Bradley: Jesus said share! Give a
tenth and give above the tenth!

Laurence: It says be generous,
sermon on the Mount and Jesus’
words say
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Ronald: the stewardship position
has made me think about making
sure that I'm tithing as a gratitude
response to God

Roy: | think there is in the sense
that | would like to look at the
money the Lord has given us as a
gift. And if | can, | want to utilize
that gift the best way | can. And
whether it's helping the church
grow by... giving an offering

Sheila: | think it's just the general
teaching in terms of what we have
has been given to us graciously,
you know, by God... part of that is
just the mindset to share with
others and to give back, not only to
the church but to other
organizations that are helping
people

Marilyn: we want to have an
attitude of gratitude, if you've heard
that before. So we are returning to
God what he has gifted us to
return.

Jason: | don't view it as my money.
I'm a steward of it, and so | have to
think about what | do with it. So the
examples... would be... giving, a
lot of giving

Brittney: we give to our church, that
money, that belongs to God,
anyway, | mean, generally yeah, all
of it belongs to God...

Ivy: we feel very committed to
tithing, not because church says
we should, but that we feel that
that is definitely the Lord's.

Marilyn: We believe that God has
given us money, not to, for our
use, but he lends it to us so that
we can help those that we need.
Our money is not ours but is his
His, actually from God. The gifts
that we have, the talents that we
have to even earn our money are
from God.



Appendix 4 Continued: Moral Reasons for CharitableGiving (N=40)

Helping Others
Fracine: | like contributing to my
church specifically because | feel
that they've done a lot of good in
the community.
Chester: There's a lot to be done
in serving other people, the more
you spend on yourself the less you
spend on other people. So we try
to keep our charity level pretty
high.... Over the last couple of
years, I'm semi-retired status, I'm
no longer making income that | did.
And therefore we have cut back,
and even though we never took
elaborate vacations, we are not
taking near the vacations we did.
All of that money is going to people
in need.

Chester: give away 10% of your
money... | think there is a balance
there between taking care of
yourself, saving, and taking care of
others, charity.

Juanita: | think since | have the
money | should share it with those
that don't have it

Juanita: If | happen to get some
financial gains, then, like | say, that
just means that | have more
money to share with others.

Kurt: we try to make... donations to
organizations that reflect concerns
for the Earth and the Earth's
people too.

Marilyn: | think it's being able to
help, when we hear of a need of
someone that either has problems
financially that we know personally,
or an organization that needs
funds to keep their business or
their organization going, we are
very generous in giving.

Marilyn: | would consider us to be
very good givers to persons of our
denomination and persons that
would need financial help.

Marilyn: the church is local and
church is relationships and church
is family to us

Lamar: we have two sons, one son
is full time, he and his wife are to
full time with the Inter-Varsity
Christian fellowship... we help
support them out of our income...
someday we might want to pull out
money and make them more
available to our sons to for what
they are doing. Or else our own
church here in [city]

Frances: our children... are
involved in some sort of Christian
work and so we are doing a lot of
supporting on that end too
Laurence: It says be generous,
sermon on the Mount and Jesus’
words say... so, if you're spending
on yourself it makes it more
difficult to meet the needs of
others.
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Appendix 5. Sample of Moral Reasons for Householdg (N=98)

Remaining Pure (n=13)

Helping Others (n=35)

Bible Directive (n=19)

Help Environment (n=15)

Jayne: [wouldn't buy pornography]

Elmer: we live simply so that we
don't need to pay taxes when a
higher percentage of taxes go to
military

Galen: Well, | think it's the
conscious use of resource. Not not
only money but... what's been
given to you. You make a
conscious effort to not ...squander
it, or... use it for good rather
than...evil type of things.

Dottie: | just wouldn't waste my
money on a lot of stuff like alcohol
or, you know, smoking.

Bradley: | don't go around to bars, |
don't go to shows that | shouldn't
go to... | choose my movies based
on the ratings or what they're
presenting, rather than just go
because everybody's going to this
movie.

Bradley: | look for organizations to
purchase from that are showing
proper business practices based
on biblical interests... at my
church, we were looking for
someone to do paving and one of
the gentlemen we had in today, it
was a Christian company, and
listed as a Christian based
company, so, that give's them an
extra edge

Bradley: we go on cruises and we
try to choose a cruise line that
shows moral restraint.

Warren: We'll make a few
purchases from sort of fair trade
organizations for similar reasons. It
comes out of a religious conviction
about how people should be paid.

Ronald: one of the things that
[wife's name] and | believe in
together is the importance of
Christian hospitality. And so we
have adopted, or we've put
together an evening meal invitation
where we invite local [university]
students over for supper. And that
sometimes is three times a week

Leon: one important aspect of
stewardship handling for a wealthy
person is how the will is written. |
think it should be a will that does
not forget family, does not forget
the children and the
grandchildren..., should not leave
them feeling neglected. At the
same time, | think in the case of a
huge estate, it's appropriate for a
very significant percentage... to be
willed to charities, to the Lord's
work.

Leon: when it comes to eating in a
restaurant you could eat more
cheaply just out of the grocery
store, but at the restaurant you're
also making a contribution to
somebody else's living... So |
might justify myself that way, too

James: we do tend to spend
money on travel and hosting
people or things like that when it's
related to church and missions
ministries

Laura: we have solar energy, and
we garden and recycle and just
preserving the earth and helping
the earth, to keep as clean as we
can do for it, is some of the ways in
which we personally contribute to
that. Like, hoping that we will not
put as much demand on the oil
industry and things that would help
to increase global warming or also
into fights with other countries and
wars and things like that.

Ken: household chores you know,
my wife and | ... it's kind of a joint
effort, you know, hopefully. We try
to make it a team effort where, you
know, | try to help with the dishes...
and she helps me in my business
where she can.

Warren: Living simply, | think, is
more of following... the example of
Jesus and His disciples. You know,
they were not this economic elite of
their day. They were simple folk.

Brittney: [prays before big
purchases, like] whether or not to
spend money to go on a vacation

Leon: my wife has a green thumb
and... last year... our porch... was
pictured in the paper as one of
[county's] prettiest porches. And
people talk to her about that when
she circulates around town... They
notice that, and she seesitas a
witness. Where it becomes a
talking point and a way to share
Christ... we try to keep things neat
and clean around the place here,
and that way we do it not only...
ourselves, | think we do it for the
Lord also.

Leon: we do spend time in
devotional time...that takes some,
a little more time ... most days.
We think in terms of the Church,
and we think in terms of the Lord,
what does the Lord want of us?

Juanita: | think Jesus is our
example and he sure lived a
simple life, and so, | don't quite
measure up there, but that is our
example

Gille: Jesus taught that... the
material things in life aren't what's
important

Ivy: this would be scripture again.
Our treasures are in heaven, rather
than on earth... Do not build up
your treasures here on earth, but in
heaven. And so we feel that by the
way we spend our money...you
know, people are far more
important than things.
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Ronald: we've gone over the whole
house to make it more green...
Now we've cut down our fuel
consumption considerably... as a
way to not be such users of the
Earth's resources.

Laura: we try to keep our living
simple, and we're not tightwads,
but we are frugal. We have solar
energy, and we garden and recycle
and just preserving the earth and
helping the earth to keep as clean
as we can

Galen: we're trying to buy more
locally-grown products... We're
cutting down on transportation of
food type of things.

Dustin: my daughter has decided
to only eat meat once a day, and...|
try to do the same thing....
particularly red meat, how much
water it takes to produce red
meat...some of those issues about
what it does to the environment.

Mimi:  Making choices about...how
we treat the environment through
things that we use... like limiting
your garbage...using less plastic
and stuff like that

Mimi: | think of spirituality as...
caring for the earth. We try and
use less gasoline and ride our
bikes and... turning your lights
off... We do it just because it
seems to be better for the larger
world.

Glen: our house has three acres of
what used to be hay field and
we've tried to plant a lot of trees on
it... fruit and nut trees, in
particular... We're trying
to...reclaim the land and... improve
it



Appendix 5 Continued. Sample of Moral Reasons for Bluseholding (N=98)

Resources are Gift (n=3)

Better Use of Resources (n=8)

Miscellaneous (n=5)

Leon: And | tend to be
conservative in personal spending
habits... the material things that
we have, money and whatever
else, belongs to God. And how we
use it, we're responsible to the
Lord for that. It's not just a matter
that | have it and so | can do as |
jolly well please.

Jason: this... probably sound like a
sermon, but | don't view it as my
money... I'm a steward of it... If |
have a choice between a Chevy
and a Cadillac, I'm gonna go with
the Cheuvy... just being a good
manager of money that isn't mine.
We'll put it that way.

Pat: | try to live simply because.. |
believe... | am steward of his
money, it's not mine... \and so |
believe that | need to be using that
wisely.

Ken: probably my resource can be
of... better use if don't just go out
and spend all | make on vehicles
and whatever.

Sheila: we try to live a more
simplistic lifestyle... and then we're
able to give.. more

Glen: I'd love to go to Europe
(laughter) but we've passed on
that... | can't really...justify...
spending that much money to...go
to Europe, when there's a lot of
other things out there that money
could be spent on

Chester: we try to stay with more
necessary and realistic things...the
more you spend on yourself the
less you spend on other people.

Lamar: our simple lifestyle is a
commitment to use our money for
basic necessities. We're not
opposed to living comfortably. But
we try to avoid living extravagantly,
because we think that Christians
should be supportive of the church
and the mission and evangelistic
activities rather than using our
monies for or a lot of worldly and
extravagant living in this life.

Galen: | try to... not spend a lot on
frivolous things... [that are] here
today and gone tomorrow

Pat: we don't feel like we need to
have everything nice and new.
And part of that... is being
comfortable with myself because
of knowing who | am in Christ.

Tucker: | make a point not to buy
from Wal-Mart... | see them [Wal
Mart] as a rather monopolistic
enterprise... I've seen communities
where the only store in town is Wal-
Mart and the only place to work is
Wal-Mart... that means you've got
a king... controlling everything. |
don't see that responsible Christian
behavior is in the end to try to be
the one in control.

Elvin: simplicity is the only thing
that can move us to contentment...
Out of my religious conviction, we
need to be content with what we
have... We've lived in the same
house for 29 years. A lot of our
friends, as they've made more
money they keep trading up to
better house, a better house,
usually more payment. We've
been very content to stay in this
house.

Frances: We try not to buy more
things than we need because of
not wanting to get too invested in
the world [laughter]



