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Worldwide today, trillions of assets are managed using Sustainable and Responsible Investing
strategies, and the numbers keep rising steadily. The very magnitude of this commitment of
capital raises serious questions. Do social and sustainable investors understand what they are
doing? Are their strategies based on sound research? A great deal of analytical work has been
done over the years, but can we draw definite conclusions from it? In short, what have we
learned? In “A Hitchhiker’s Guide to Research on Social and Sustainable Investment”, SRI-
expert Lloyd Kurtz provides a succinct overview of relevant research over the last couple of
decades. The author’s unrivaled work and achievements in the domain of socially responsible
investing allows him to bridge the gap between science and practice, making this E-book a must-
have for researchers, investors and business practitioners and policy makers. This guide
bundles articles on studies and books which have been published on FSinsight.

From the Inside FlapThose working with tribology often have a background in mechanical
engineering, while people working with lubricant development have a chemistry/chemical
engineering background. This means they have a tradition of approaching problems in different
ways. Today’s product development puts higher demands on timing and quality, requiring
collaboration between people with different backgrounds. However, they can lack understanding
of each other’s challenges as well as a common language, and so this book aims to bridge the
gap between these two areas.Lubricants: Introduction to Properties and Performance provides
an easy to understand overview of tribology and lubricant chemistry. The first part of the book is
theoretical and provides an introduction to tribological contact, friction, wear and lubrication, as
well as the basic concepts regarding properties and the most commonly made analyses on
lubricants. Base fluids and their properties and common additives used in lubricants are also
covered. The second part of the book is hands-on and introduces the reader to the actual
formulations and the evaluation of their performance. Different applications and their
corresponding lubricant formulations are considered and tribological test methods are
discussed. Finally used oil characterisation and surface characterisation are covered which give
the reader an introduction to different methods of characterising used oils and surfaces,
respectively.Key features:Combines chemistry and tribology of lubricants into one unified
approachCovers the fundamental theory, describing lubricant properties as well as base fluids
and additivesContains practical information on the formulations of lubricants and evaluates their
performanceConsiders applications of lubricants in hydraulics, gears and combustion
enginesLubricants: Introduction to Properties and Performance is a comprehensive reference for
industry practitioners (tribologists, lubricant technicians, and lubricant chemists, etc) and is also
an excellent source of information for graduate and undergraduate students.From the Back



CoverThose working with tribology often have a background in mechanical engineering, while
people working with lubricant development have a chemistry/chemical engineering background.
This means they have a tradition of approaching problems in different ways. Today’s product
development puts higher demands on timing and quality, requiring collaboration between people
with different backgrounds. However, they can lack understanding of each other’s challenges as
well as a common language, and so this book aims to bridge the gap between these two
areas.Lubricants: Introduction to Properties and Performance provides an easy to understand
overview of tribology and lubricant chemistry. The first part of the book is theoretical and
provides an introduction to tribological contact, friction, wear and lubrication, as well as the basic
concepts regarding properties and the most commonly made analyses on lubricants. Base fluids
and their properties and common additives used in lubricants are also covered. The second part
of the book is hands-on and introduces the reader to the actual formulations and the evaluation
of their performance. Different applications and their corresponding lubricant formulations are
considered and tribological test methods are discussed. Finally used oil characterisation and
surface characterisation are covered which give the reader an introduction to different methods
of characterising used oils and surfaces, respectively.Key features:Combines chemistry and
tribology of lubricants into one unified approachCovers the fundamental theory, describing
lubricant properties as well as base fluids and additivesContains practical information on the
formulations of lubricants and evaluates their performanceConsiders applications of lubricants in
hydraulics, gears and combustion enginesLubricants: Introduction to Properties and
Performance is a comprehensive reference for industry practitioners (tribologists, lubricant
technicians, and lubricant chemists, etc) and is also an excellent source of information for
graduate and undergraduate students.About the AuthorMarika Torbacke has a PhD in chemical
engineering and has held a position as an adjunct Professor at Luleå University of Technology in
Tribochemistry for six years. She has been the development manager for automotive lubricants
at Statoil Lubricants and the company representative in ATIEL. She has also worked with
development of industrial lubricants with a focus on environmentally adapted lubricants. Apart
from her extensive experience of lubricant development work, she has been lecturing and
teaching in the areas of lubricants with a focus on environmentally adapted lubricants, elastomer
compatibility and soft metal corrosion.Åsa Kassman Rudolphi is an Associate Professor in
Materials Science at Uppsala University. Her field of research is tribology and surface
engineering, with focus on materials science aspects. The work includes design and
interpretation of experimental studies, surface imaging and analysis for friction and mechanism
studies, and evaluation of new material solutions for different applications. She has a long
experience of collaboration with industrial partners and industrial applications. She is also
frequently teaching and developing courses in the areas of materials engineering and materials
characterization.Elisabet Kassfeldt is a Professor in Machine Elements at Luleå University of
Technology. Her field of research covers lubricant properties and performance, including testing
and evaluating both lubricated single components and full mechanical systems and industrial



applications. Performance of environmentally adapted lubricants is a special area of interest.
She has done extensive research work in this field, often in cooperation with industrial partners.
In addition, she has a wide experience of teaching in Mechanical Engineering, including courses
in machine design, hydraulics and tribology.Read more
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responsibility for errors or omissions, or for damages resulting from the use of the information
contained herein.February 1, 2013Prefaceby Kees Koedijk Managing Editor FSinsight, Dean
Tilburg School of Economics & ManagementConnecting business, investment and
societySustainability and social responsibility in business and investment has gained
tremendous importance over the last couple of decades. As business and society have become
increasingly more interdependent, corporate success and social well-being simply cannot be
regarded as mutually exclusive anymore.Fueled by public outcry over various crises that have
occurred on a global scale and even more so on company level, consumers, investors and the
global community have become a powerful source of pressure demanding drastic change from
the corporate sector.The current financial crisis for instance, teaches us that many challenges in
the financial sector need to be addressed. Many of these have to do with the way the industry is
perceived by the community. There is an overall prevailing sentiment that banks in general are
deficient and out of touch with the interests of the general public. This puts the finger right on the
sore spot; a stereotypical view that financial institutions in general lack good stewardship due to
a lack of morals and a sound definition of what really constitutes social norms and values.In the
wake of the financial crisis, this conviction has instigated such a big wave of public outrage
throughout the global community that it provides a source of pressure for the commercial
banking sector to reconsider their business models.This example illustrates that there is an
increasing need for values-driven business and investments by which the interests of society
(whether that be on the environmental or social dimension) are put more to the front; social
responsibility and sustainability should become an integral part of any business or investment
strategy.But… to achieve such a sustainable society and economy in the future is only possible
when corporate stakeholders embrace it as an opportunity. Governments on the other hand,
have an important role in facilitating the process of embedding sustainability across industries.
Policies have the power to guide individual initiatives and align these with national or sector-wide
sustainability strategies.Another major role is set aside for science and education. Knowledge
institutions, universities and research centers provide the expertise and academic research that
enable the development of innovative alternatives.Clearly, allowing a sustainable society and
economy come to fruition is a shared responsibility that includes many stakeholders on various
levels; a responsibility that calls for intensive and continued dialogue and exchange of ideas and
developments within the ‘golden triangle’ of business, government and academics. Where better
to engage in such an exchange of expertise than on FSinsight?FSinsight: mainstreaming
finance & sustainabilityStarted in 2010, FSinsight is a web portal that serves as a global platform
for top scholars, governmental institutions and members of the business community to meet and
share their knowledge of, and experience with, finance and sustainability. The ultimate goal of
FSinsight is to develop a global community around finance and sustainability topics and
contribute to a further acceleration of the transition towards a truly sustainable society.Members,
partners, contributors and visitors of FSinsight have a common belief that sharing knowledge
and experience at a global level, between the scientific world, business practitioners and



everyday life, will have a catalyzing effect on making this transition possible.FSinsight therefore
prides itself with its independent editorial board consisting of top scholars and renowned
academics that preserve the high integrity and quality level that we seek from contributors of
content and networks in finance and sustainability.One of our leading top scholars in the editorial
board is Lloyd Kurtz. His unrivaled work and achievements in the socially responsible investing
domain have allowed him to bridge the gap between science and practice. As the program
administrator of the Moskowitz Prize and his elaborate SRIstudies.org platform, Lloyd
proactively works on mainstreaming finance and sustainability.In line with the high ambitions that
we have for the future, I am very happy and proud to state that FSinsight will host the
SRIstudies.org platform, and will work closely with the Center for Responsible Business at the
University of California, Berkeley, an FSinsight academic partner, in support of the Moskowitz
Prize. This will enable us to expand the reach of FSinsight to business practitioners, academics
and policy makers even further, and consolidate our efforts and shared objectives.One of our
primary objectives is and remains the dissemination of knowledge, ideas and insights in the
realm of finance and sustainability. FSinsight, and Lloyd Kurtz in particular, therefore have written
and compiled this first E-book providing a succinct overview of research on social and
sustainable investment over the last couple of decades.With this first publication, FSinsight is
confident that it appeals to a broad audience and that it has utilized another successful channel
to contribute to the mainstreaming of finance & sustainability.Organization of This GuideThis
guide is divided into two parts. The first part consists of an essay by Lloyd Kurtz covering the first
three decades of research into social and sustainable investment. The second part bundles
articles on all the studies and books that Lloyd Kurtz mentions, plus references to the online
libraries where this research can be found. Almost all articles in the second half of this guide
have also been published on .How to Contact UsPlease address comments and questions
concerning this guide to:editors@fsinsight.orgWe have a web page for this guide, where we list
errata, links and any additional information. You can access this page via:For more information
about our articles, events and other activities, see our website at:AcknowledgementsMany
thanks to Jeroen Derwall, Nadja Guenster, Kees Koedijk and all members of the FSinsight
team.About Lloyd KurtzLloyd Kurtz is Chief Investment Officer at Nelson Capital Management, a
registered investment advisor and non-bank affiliate of the Wells Fargo & Company. He is a
lecturer in social investing at the Center for Responsible Business, University of California,
Berkeley, and a lecturer in finance at Santa Clara University. He holds an MBA from Babson
College and a B.A. from Vassar College.Prior to joining Nelson, Lloyd spent nine years as a
research analyst and Director of Quantitative Research at Harris Bretall Sullivan & Smith, a San
Francisco-based money management firm; and before that he was Senior Research Analyst at
KLD Research & Analytics in Boston. During his tenure at KLD he did much of the initial
quantitative work on the development of the Domini Social Index, the first broad-based social
investment benchmark, and co-authored two chapters of the book The Social Investment
Almanac. His quantitative analysis of Domini Social Index performance, co-authored with Dan



DiBartolomeo, was later published in The Journal of Investing. He also authored the chapter on
social investment in the 2008 Oxford Handbook of Corporate Social Responsibility and in 2011
he wrote a chapter on stakeholder analysis for the Kolb textbook, Socially Responsible Finance
and Investing.Both academics and business practitioners profit from Lloyd’s insights in SRI.
Lloyd is the initiator of SRIstudies.org, a highly informative online annotated bibliography of
studies of socially responsible investing. In 1997 and 2005, he published reviews of this
literature in The Journal of Investing. As an Editorial Board member of FSinsight, Lloyd is one of
the key authors on the theme Sustainable and Responsible Investments, with a focus on socially
responsible investing.Last but not least, Lloyd is the program administrator for the prestigious
Moskowitz Prize, which is awarded annually by the Center for Responsible Business, University
of California, Berkeley every year, for the best quantitative study of social investing.1.
IntroductionSocial and sustainable investment is now a well-established, multifaceted field in
finance. Very large pools of capital are managed using these strategies: €6.8 trillion in Europe in
2012, according to Eurosif, and $3.1 trillion in the United States as of 2010, according to US
SIF[1] (a new survey will be forthcoming in November 2012). With assets under management
growing faster than the overall market in both regions, continued success seems assured.The
very magnitude of this commitment of capital raises serious questions, however. Do social and
sustainable investors understand what they are doing? Are their strategies based on sound
research? A great deal of analytical work has been done over the years, but can we draw
definite conclusions from it? In short, what have we learned?The practice of social investing
dates back several hundred years, but serious analytical attention was not paid until the late
1970s. From that point forward we can divide the research efforts into four distinct
eras:Pioneering Efforts (the 1970s and 1980s): Early studies were sparse, but some were very
well-done and still merit close study. Two notable examples were Rudd (1979)[2] and Grossman
and Sharpe (1986)[3], which used then-new factor-based approaches to explain performance
variations of South Africa-free equity portfolios. This pioneering era came to an end around
1990, with the launch of the Domini Social Index (now the MSCI KLD 400), followed by a host of
other indexes and databases focused on developed markets. These new data sources made
systematic analysis of social investment strategies possible.Sustained Attention (1990s):
Serious study of social investment began in earnest in the 1990s. The salient feature of the era
was the strong nominal performance of social investment benchmarks, so many studies sought
to document or explain this. We can mark the end of this era in 2000, around the time the relative
performance of broad social benchmarks like the Domini Social Index began to
peak.Sustainability, Stakeholders, and the Search for Alpha (2000s): The early 2000s were a
period of reassessment and exploration. The nominal performance of social indexes
deteriorated, and sustainable investment emerged as an alternative paradigm. Meanwhile,
analysts began to report positive linkages between corporate social performance and corporate
financial performance (e.g., Orlitzky et al., 2003)[4]. Strong papers subsequently demonstrated
that superior sustainability policies (Derwall et al., 2005)[5] and stakeholder performance



(Edmans, 2011)[6] improved both firm-level results and stock performance.The Modern Era
(2009-Present): The global financial crisis led to a sharp decline in research into social and
sustainable investment, followed by a surge in activity as both the magnitude and social
dimensions of the global crisis became apparent. The current volume and breadth of research
are without precedent: there are now dozens of strong papers each year on topics ranging from
fixed income strategies (Bauer and Hahn, 2010)[7] to the market impact of shareholder
engagement programs (Dimson et al., 2012)[8].The result is an impressive body of work,
covering many different aspects of social and sustainable investment. Looking back on this
research, we can discern a few clear themes:How Do Stock Boycotts Affect Performance?How
Have Social Investment Strategies (and Universes) Performed?How Does Strong CSR
Performance Affect Firm-Level Earning Power?Can Sustainability Factors Help Investment
Performance?How Do Governance Practices Affect Portfolio Performance?The rest of this
essay discusses these themes in detail. We then conclude with a few comments (see chapter 7,
“After the Financial Crisis”) on the post-financial crisis literature.[1] “Sustainable and
Responsible Investing, Top 10 Frequently Asked Questions and Answers”. USSIF, June 2011. .
[2] Rudd, Andrew. “Divestment of South African Equities.” The Journal of Portfolio Management
5, no. 3 (January 1979): 5–10.[3] Grossman, Blake R., and William F. Sharpe. “Financial
Implications of South African Divestment.” Financial Analysts Journal 42, no. 4 (July 1986): 15–
29. (see appendix A)[4] Orlitzky, Marc, Frank L. Schmidt, and Sara L. Rynes. “Corporate Social
and Financial Performance: A Meta-Analysis.” Organization Studies 24, no. 3 (March 1, 2003):
403–441. (see appendix B)[5] Derwall, Jeroen, Nadja Guenster, Rob Bauer, and Kees Koedijk.
“The Eco-Efficiency Premium Puzzle.” Financial Analysts Journal 61, no. 2 (March 2005): 51–63.
(see appendix C)[6] Edmans, Alex. “Does the Stock Market Fully Value Intangibles? Employee
Satisfaction and Equity Prices.” Journal of Financial Economics 101, no. 3 (September 2011):
621–640. (see appendix D)[7] Bauer, Rob, and Daniel Hann. “Corporate Environmental
Management and Credit Risk.” SSRN eLibrary (December 23, 2010). (see appendix E)[8]
Dimson, Elroy, Oguzhan Karakas, and Xi Li. “Active Ownership.” SSRN eLibrary (September 30,
2012). (see appendix F)Looking Forward, Looking Back: A Hitchhiker’s Guide to Research on
Social and Sustainable InvestmentTable of ContentsPreface1. Introduction2. How Do Stock
Boycotts Affect Performance?3. How Have Social Investment Strategies (and Universes)
Performed?4. How Does Strong CSR Performance Affect Firm-level Earning Power?5. Can
Sustainability Factors Help Investment Performance?6. How Do Governance Practices Affect
Portfolio Performance?7. After the Financial CrisisA. Financial Implications of South African
DivestmentB. Corporate Social and Financial Performance: A Meta-AnalysisC. The Eco-
Efficiency Premium PuzzleD. Does the Stock Market Fully Value Intangibles? Employee
Satisfaction and Equity PricesE. Corporate Environmental Management and Credit RiskF. Active
OwnershipG. Does Ethical Investing Impose a Cost Upon the Firm? A Theoretical PerspectiveH.
Event Studies in Management Research: Theoretical and Empirical IssuesI. The Effect of
Socially Activist Investment Policies on the Financial Markets: Evidence from the South African



BoycottJ. The Price of Sin: The Effects of Social Norms on MarketsK. The Wages of Social
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AccountsR. The Long-Term Performance of a Social Investment UniverseS. Socially
Responsible IndexesT. The Corporate Social Performance-Financial Performance LinkU.
Corporate Social Responsibility and Financial PerformanceV. Corporate Social Responsibility
and Financial Performance: Correlation or Misspecification?W. The Economic Value of
Corporate Eco-EfficiencyX. Finding the Link Between Stakeholder Relations and Quality of
ManagementY. The Economics and Politics of Corporate Social PerformanceZ. A Resource-
Based Perspective on Corporate Environmental Performance and ProfitabilityAA. Force of
Nature: The Unlikely Story of Wal-Mart’s Green RevolutionAB. Pure Profit: The Financial
Implications of Environmental PerformanceAC. Do Corporations Invest Enough in Environmental
Responsibility?AD. Do Corporate Global Environmental Standards Create or Destroy Market
Value?AE. Environmental Externalities and Cost of CapitalAF. Corporate Governance and Equity
PricesAG. Monitoring the Monitor: Evaluating CalPERS’ ActivismAH. Corruption and
International Valuation: Does Virtue Pay?AI. Does Corporate Social Responsibility Affect the
Cost of Capital?AJ. A Tale of Values-driven and Profit-seeking Social InvestorsAK. The Impact of
a Corporate Culture of Sustainability on Corporate Behavior and PerformanceLooking Forward,
Looking Back: A Hitchhiker’s Guide to Research on Social and Sustainable InvestmentLloyd
KurtzProduction editor: Ingrid RamaanIllustrator: Marthe KalkhovenProduction manager:
Maarten HordenCopyright © 2013 Lloyd Kurtz.This work is licensed under a .While every
precaution has been taken in the preparation of this book, the publisher and author assume no
responsibility for errors or omissions, or for damages resulting from the use of the information
contained herein.February 1, 2013Looking Forward, Looking Back: A Hitchhiker’s Guide to
Research on Social and Sustainable InvestmentLloyd KurtzProduction editor: Ingrid
RamaanIllustrator: Marthe KalkhovenProduction manager: Maarten HordenCopyright © 2013
Lloyd Kurtz.This work is licensed under a .While every precaution has been taken in the
preparation of this book, the publisher and author assume no responsibility for errors or
omissions, or for damages resulting from the use of the information contained herein.February 1,
2013Prefaceby Kees Koedijk Managing Editor FSinsight, Dean Tilburg School of Economics &
ManagementConnecting business, investment and societySustainability and social
responsibility in business and investment has gained tremendous importance over the last
couple of decades. As business and society have become increasingly more interdependent,
corporate success and social well-being simply cannot be regarded as mutually exclusive
anymore.Fueled by public outcry over various crises that have occurred on a global scale and
even more so on company level, consumers, investors and the global community have become
a powerful source of pressure demanding drastic change from the corporate sector.The current
financial crisis for instance, teaches us that many challenges in the financial sector need to be
addressed. Many of these have to do with the way the industry is perceived by the community.
There is an overall prevailing sentiment that banks in general are deficient and out of touch with
the interests of the general public. This puts the finger right on the sore spot; a stereotypical view
that financial institutions in general lack good stewardship due to a lack of morals and a sound



definition of what really constitutes social norms and values.In the wake of the financial crisis,
this conviction has instigated such a big wave of public outrage throughout the global community
that it provides a source of pressure for the commercial banking sector to reconsider their
business models.This example illustrates that there is an increasing need for values-driven
business and investments by which the interests of society (whether that be on the
environmental or social dimension) are put more to the front; social responsibility and
sustainability should become an integral part of any business or investment strategy.But… to
achieve such a sustainable society and economy in the future is only possible when corporate
stakeholders embrace it as an opportunity. Governments on the other hand, have an important
role in facilitating the process of embedding sustainability across industries. Policies have the
power to guide individual initiatives and align these with national or sector-wide sustainability
strategies.Another major role is set aside for science and education. Knowledge institutions,
universities and research centers provide the expertise and academic research that enable the
development of innovative alternatives.Clearly, allowing a sustainable society and economy
come to fruition is a shared responsibility that includes many stakeholders on various levels; a
responsibility that calls for intensive and continued dialogue and exchange of ideas and
developments within the ‘golden triangle’ of business, government and academics. Where better
to engage in such an exchange of expertise than on FSinsight?FSinsight: mainstreaming
finance & sustainabilityStarted in 2010, FSinsight is a web portal that serves as a global platform
for top scholars, governmental institutions and members of the business community to meet and
share their knowledge of, and experience with, finance and sustainability. The ultimate goal of
FSinsight is to develop a global community around finance and sustainability topics and
contribute to a further acceleration of the transition towards a truly sustainable society.Members,
partners, contributors and visitors of FSinsight have a common belief that sharing knowledge
and experience at a global level, between the scientific world, business practitioners and
everyday life, will have a catalyzing effect on making this transition possible.FSinsight therefore
prides itself with its independent editorial board consisting of top scholars and renowned
academics that preserve the high integrity and quality level that we seek from contributors of
content and networks in finance and sustainability.One of our leading top scholars in the editorial
board is Lloyd Kurtz. His unrivaled work and achievements in the socially responsible investing
domain have allowed him to bridge the gap between science and practice. As the program
administrator of the Moskowitz Prize and his elaborate SRIstudies.org platform, Lloyd
proactively works on mainstreaming finance and sustainability.In line with the high ambitions that
we have for the future, I am very happy and proud to state that FSinsight will host the
SRIstudies.org platform, and will work closely with the Center for Responsible Business at the
University of California, Berkeley, an FSinsight academic partner, in support of the Moskowitz
Prize. This will enable us to expand the reach of FSinsight to business practitioners, academics
and policy makers even further, and consolidate our efforts and shared objectives.One of our
primary objectives is and remains the dissemination of knowledge, ideas and insights in the



realm of finance and sustainability. FSinsight, and Lloyd Kurtz in particular, therefore have written
and compiled this first E-book providing a succinct overview of research on social and
sustainable investment over the last couple of decades.With this first publication, FSinsight is
confident that it appeals to a broad audience and that it has utilized another successful channel
to contribute to the mainstreaming of finance & sustainability.Organization of This GuideThis
guide is divided into two parts. The first part consists of an essay by Lloyd Kurtz covering the first
three decades of research into social and sustainable investment. The second part bundles
articles on all the studies and books that Lloyd Kurtz mentions, plus references to the online
libraries where this research can be found. Almost all articles in the second half of this guide
have also been published on .How to Contact UsPlease address comments and questions
concerning this guide to:editors@fsinsight.orgWe have a web page for this guide, where we list
errata, links and any additional information. You can access this page via:For more information
about our articles, events and other activities, see our website at:AcknowledgementsMany
thanks to Jeroen Derwall, Nadja Guenster, Kees Koedijk and all members of the FSinsight
team.About Lloyd KurtzLloyd Kurtz is Chief Investment Officer at Nelson Capital Management, a
registered investment advisor and non-bank affiliate of the Wells Fargo & Company. He is a
lecturer in social investing at the Center for Responsible Business, University of California,
Berkeley, and a lecturer in finance at Santa Clara University. He holds an MBA from Babson
College and a B.A. from Vassar College.Prior to joining Nelson, Lloyd spent nine years as a
research analyst and Director of Quantitative Research at Harris Bretall Sullivan & Smith, a San
Francisco-based money management firm; and before that he was Senior Research Analyst at
KLD Research & Analytics in Boston. During his tenure at KLD he did much of the initial
quantitative work on the development of the Domini Social Index, the first broad-based social
investment benchmark, and co-authored two chapters of the book The Social Investment
Almanac. His quantitative analysis of Domini Social Index performance, co-authored with Dan
DiBartolomeo, was later published in The Journal of Investing. He also authored the chapter on
social investment in the 2008 Oxford Handbook of Corporate Social Responsibility and in 2011
he wrote a chapter on stakeholder analysis for the Kolb textbook, Socially Responsible Finance
and Investing.Both academics and business practitioners profit from Lloyd’s insights in SRI.
Lloyd is the initiator of SRIstudies.org, a highly informative online annotated bibliography of
studies of socially responsible investing. In 1997 and 2005, he published reviews of this
literature in The Journal of Investing. As an Editorial Board member of FSinsight, Lloyd is one of
the key authors on the theme Sustainable and Responsible Investments, with a focus on socially
responsible investing.Last but not least, Lloyd is the program administrator for the prestigious
Moskowitz Prize, which is awarded annually by the Center for Responsible Business, University
of California, Berkeley every year, for the best quantitative study of social investing.Prefaceby
Kees Koedijk Managing Editor FSinsight, Dean Tilburg School of Economics &
ManagementConnecting business, investment and societySustainability and social
responsibility in business and investment has gained tremendous importance over the last



couple of decades. As business and society have become increasingly more interdependent,
corporate success and social well-being simply cannot be regarded as mutually exclusive
anymore.Fueled by public outcry over various crises that have occurred on a global scale and
even more so on company level, consumers, investors and the global community have become
a powerful source of pressure demanding drastic change from the corporate sector.The current
financial crisis for instance, teaches us that many challenges in the financial sector need to be
addressed. Many of these have to do with the way the industry is perceived by the community.
There is an overall prevailing sentiment that banks in general are deficient and out of touch with
the interests of the general public. This puts the finger right on the sore spot; a stereotypical view
that financial institutions in general lack good stewardship due to a lack of morals and a sound
definition of what really constitutes social norms and values.In the wake of the financial crisis,
this conviction has instigated such a big wave of public outrage throughout the global community
that it provides a source of pressure for the commercial banking sector to reconsider their
business models.This example illustrates that there is an increasing need for values-driven
business and investments by which the interests of society (whether that be on the
environmental or social dimension) are put more to the front; social responsibility and
sustainability should become an integral part of any business or investment strategy.But… to
achieve such a sustainable society and economy in the future is only possible when corporate
stakeholders embrace it as an opportunity. Governments on the other hand, have an important
role in facilitating the process of embedding sustainability across industries. Policies have the
power to guide individual initiatives and align these with national or sector-wide sustainability
strategies.Another major role is set aside for science and education. Knowledge institutions,
universities and research centers provide the expertise and academic research that enable the
development of innovative alternatives.Clearly, allowing a sustainable society and economy
come to fruition is a shared responsibility that includes many stakeholders on various levels; a
responsibility that calls for intensive and continued dialogue and exchange of ideas and
developments within the ‘golden triangle’ of business, government and academics. Where better
to engage in such an exchange of expertise than on FSinsight?FSinsight: mainstreaming
finance & sustainabilityStarted in 2010, FSinsight is a web portal that serves as a global platform
for top scholars, governmental institutions and members of the business community to meet and
share their knowledge of, and experience with, finance and sustainability. The ultimate goal of
FSinsight is to develop a global community around finance and sustainability topics and
contribute to a further acceleration of the transition towards a truly sustainable society.Members,
partners, contributors and visitors of FSinsight have a common belief that sharing knowledge
and experience at a global level, between the scientific world, business practitioners and
everyday life, will have a catalyzing effect on making this transition possible.FSinsight therefore
prides itself with its independent editorial board consisting of top scholars and renowned
academics that preserve the high integrity and quality level that we seek from contributors of
content and networks in finance and sustainability.One of our leading top scholars in the editorial



board is Lloyd Kurtz. His unrivaled work and achievements in the socially responsible investing
domain have allowed him to bridge the gap between science and practice. As the program
administrator of the Moskowitz Prize and his elaborate SRIstudies.org platform, Lloyd
proactively works on mainstreaming finance and sustainability.In line with the high ambitions that
we have for the future, I am very happy and proud to state that FSinsight will host the
SRIstudies.org platform, and will work closely with the Center for Responsible Business at the
University of California, Berkeley, an FSinsight academic partner, in support of the Moskowitz
Prize. This will enable us to expand the reach of FSinsight to business practitioners, academics
and policy makers even further, and consolidate our efforts and shared objectives.One of our
primary objectives is and remains the dissemination of knowledge, ideas and insights in the
realm of finance and sustainability. FSinsight, and Lloyd Kurtz in particular, therefore have written
and compiled this first E-book providing a succinct overview of research on social and
sustainable investment over the last couple of decades.With this first publication, FSinsight is
confident that it appeals to a broad audience and that it has utilized another successful channel
to contribute to the mainstreaming of finance & sustainability.Organization of This GuideThis
guide is divided into two parts. The first part consists of an essay by Lloyd Kurtz covering the first
three decades of research into social and sustainable investment. The second part bundles
articles on all the studies and books that Lloyd Kurtz mentions, plus references to the online
libraries where this research can be found. Almost all articles in the second half of this guide
have also been published on .How to Contact UsPlease address comments and questions
concerning this guide to:editors@fsinsight.orgeditors@fsinsight.orgWe have a web page for this
guide, where we list errata, links and any additional information. You can access this page
via:For more information about our articles, events and other activities, see our website
at:AcknowledgementsMany thanks to Jeroen Derwall, Nadja Guenster, Kees Koedijk and all
members of the FSinsight team.About Lloyd KurtzLloyd Kurtz is Chief Investment Officer at
Nelson Capital Management, a registered investment advisor and non-bank affiliate of the Wells
Fargo & Company. He is a lecturer in social investing at the Center for Responsible Business,
University of California, Berkeley, and a lecturer in finance at Santa Clara University. He holds an
MBA from Babson College and a B.A. from Vassar College.Prior to joining Nelson, Lloyd spent
nine years as a research analyst and Director of Quantitative Research at Harris Bretall Sullivan
& Smith, a San Francisco-based money management firm; and before that he was Senior
Research Analyst at KLD Research & Analytics in Boston. During his tenure at KLD he did much
of the initial quantitative work on the development of the Domini Social Index, the first broad-
based social investment benchmark, and co-authored two chapters of the book The Social
Investment Almanac. His quantitative analysis of Domini Social Index performance, co-authored
with Dan DiBartolomeo, was later published in The Journal of Investing. He also authored the
chapter on social investment in the 2008 Oxford Handbook of Corporate Social Responsibility
and in 2011 he wrote a chapter on stakeholder analysis for the Kolb textbook, Socially
Responsible Finance and Investing.Both academics and business practitioners profit from



Lloyd’s insights in SRI. Lloyd is the initiator of SRIstudies.org, a highly informative online
annotated bibliography of studies of socially responsible investing. In 1997 and 2005, he
published reviews of this literature in The Journal of Investing. As an Editorial Board member of
FSinsight, Lloyd is one of the key authors on the theme Sustainable and Responsible
Investments, with a focus on socially responsible investing.Last but not least, Lloyd is the
program administrator for the prestigious Moskowitz Prize, which is awarded annually by the
Center for Responsible Business, University of California, Berkeley every year, for the best
quantitative study of social investing.1. IntroductionSocial and sustainable investment is now a
well-established, multifaceted field in finance. Very large pools of capital are managed using
these strategies: €6.8 trillion in Europe in 2012, according to Eurosif, and $3.1 trillion in the
United States as of 2010, according to US SIF[1] (a new survey will be forthcoming in November
2012). With assets under management growing faster than the overall market in both regions,
continued success seems assured.The very magnitude of this commitment of capital raises
serious questions, however. Do social and sustainable investors understand what they are
doing? Are their strategies based on sound research? A great deal of analytical work has been
done over the years, but can we draw definite conclusions from it? In short, what have we
learned?The practice of social investing dates back several hundred years, but serious
analytical attention was not paid until the late 1970s. From that point forward we can divide the
research efforts into four distinct eras:Pioneering Efforts (the 1970s and 1980s): Early studies
were sparse, but some were very well-done and still merit close study. Two notable examples
were Rudd (1979)[2] and Grossman and Sharpe (1986)[3], which used then-new factor-based
approaches to explain performance variations of South Africa-free equity portfolios. This
pioneering era came to an end around 1990, with the launch of the Domini Social Index (now the
MSCI KLD 400), followed by a host of other indexes and databases focused on developed
markets. These new data sources made systematic analysis of social investment strategies
possible.Sustained Attention (1990s): Serious study of social investment began in earnest in the
1990s. The salient feature of the era was the strong nominal performance of social investment
benchmarks, so many studies sought to document or explain this. We can mark the end of this
era in 2000, around the time the relative performance of broad social benchmarks like the
Domini Social Index began to peak.Sustainability, Stakeholders, and the Search for Alpha
(2000s): The early 2000s were a period of reassessment and exploration. The nominal
performance of social indexes deteriorated, and sustainable investment emerged as an
alternative paradigm. Meanwhile, analysts began to report positive linkages between corporate
social performance and corporate financial performance (e.g., Orlitzky et al., 2003)[4]. Strong
papers subsequently demonstrated that superior sustainability policies (Derwall et al., 2005)[5]
and stakeholder performance (Edmans, 2011)[6] improved both firm-level results and stock
performance.The Modern Era (2009-Present): The global financial crisis led to a sharp decline in
research into social and sustainable investment, followed by a surge in activity as both the
magnitude and social dimensions of the global crisis became apparent. The current volume and



breadth of research are without precedent: there are now dozens of strong papers each year on
topics ranging from fixed income strategies (Bauer and Hahn, 2010)[7] to the market impact of
shareholder engagement programs (Dimson et al., 2012)[8].The result is an impressive body of
work, covering many different aspects of social and sustainable investment. Looking back on
this research, we can discern a few clear themes:How Do Stock Boycotts Affect Performance?
How Have Social Investment Strategies (and Universes) Performed?How Does Strong CSR
Performance Affect Firm-Level Earning Power?Can Sustainability Factors Help Investment
Performance?How Do Governance Practices Affect Portfolio Performance?The rest of this
essay discusses these themes in detail. We then conclude with a few comments (see chapter 7,
“After the Financial Crisis”) on the post-financial crisis literature.[1] “Sustainable and
Responsible Investing, Top 10 Frequently Asked Questions and Answers”. USSIF, June 2011. .
[2] Rudd, Andrew. “Divestment of South African Equities.” The Journal of Portfolio Management
5, no. 3 (January 1979): 5–10.[3] Grossman, Blake R., and William F. Sharpe. “Financial
Implications of South African Divestment.” Financial Analysts Journal 42, no. 4 (July 1986): 15–
29. (see appendix A)[4] Orlitzky, Marc, Frank L. Schmidt, and Sara L. Rynes. “Corporate Social
and Financial Performance: A Meta-Analysis.” Organization Studies 24, no. 3 (March 1, 2003):
403–441. (see appendix B)[5] Derwall, Jeroen, Nadja Guenster, Rob Bauer, and Kees Koedijk.
“The Eco-Efficiency Premium Puzzle.” Financial Analysts Journal 61, no. 2 (March 2005): 51–63.
(see appendix C)[6] Edmans, Alex. “Does the Stock Market Fully Value Intangibles? Employee
Satisfaction and Equity Prices.” Journal of Financial Economics 101, no. 3 (September 2011):
621–640. (see appendix D)[7] Bauer, Rob, and Daniel Hann. “Corporate Environmental
Management and Credit Risk.” SSRN eLibrary (December 23, 2010). (see appendix E)[8]
Dimson, Elroy, Oguzhan Karakas, and Xi Li. “Active Ownership.” SSRN eLibrary (September 30,
2012). (see appendix F)1. IntroductionSocial and sustainable investment is now a well-
established, multifaceted field in finance. Very large pools of capital are managed using these
strategies: €6.8 trillion in Europe in 2012, according to Eurosif, and $3.1 trillion in the United
States as of 2010, according to US SIF[1] (a new survey will be forthcoming in November 2012).
With assets under management growing faster than the overall market in both regions,
continued success seems assured.The very magnitude of this commitment of capital raises
serious questions, however. Do social and sustainable investors understand what they are
doing? Are their strategies based on sound research? A great deal of analytical work has been
done over the years, but can we draw definite conclusions from it? In short, what have we
learned?The practice of social investing dates back several hundred years, but serious
analytical attention was not paid until the late 1970s. From that point forward we can divide the
research efforts into four distinct eras:Pioneering Efforts (the 1970s and 1980s): Early studies
were sparse, but some were very well-done and still merit close study. Two notable examples
were Rudd (1979)[2] and Grossman and Sharpe (1986)[3], which used then-new factor-based
approaches to explain performance variations of South Africa-free equity portfolios. This
pioneering era came to an end around 1990, with the launch of the Domini Social Index (now the



MSCI KLD 400), followed by a host of other indexes and databases focused on developed
markets. These new data sources made systematic analysis of social investment strategies
possible.Sustained Attention (1990s): Serious study of social investment began in earnest in the
1990s. The salient feature of the era was the strong nominal performance of social investment
benchmarks, so many studies sought to document or explain this. We can mark the end of this
era in 2000, around the time the relative performance of broad social benchmarks like the
Domini Social Index began to peak.Sustainability, Stakeholders, and the Search for Alpha
(2000s): The early 2000s were a period of reassessment and exploration. The nominal
performance of social indexes deteriorated, and sustainable investment emerged as an
alternative paradigm. Meanwhile, analysts began to report positive linkages between corporate
social performance and corporate financial performance (e.g., Orlitzky et al., 2003)[4]. Strong
papers subsequently demonstrated that superior sustainability policies (Derwall et al., 2005)[5]
and stakeholder performance (Edmans, 2011)[6] improved both firm-level results and stock
performance.The Modern Era (2009-Present): The global financial crisis led to a sharp decline in
research into social and sustainable investment, followed by a surge in activity as both the
magnitude and social dimensions of the global crisis became apparent. The current volume and
breadth of research are without precedent: there are now dozens of strong papers each year on
topics ranging from fixed income strategies (Bauer and Hahn, 2010)[7] to the market impact of
shareholder engagement programs (Dimson et al., 2012)[8].Pioneering Efforts (the 1970s and
1980s): Early studies were sparse, but some were very well-done and still merit close study. Two
notable examples were Rudd (1979)[2] and Grossman and Sharpe (1986)[3], which used then-
new factor-based approaches to explain performance variations of South Africa-free equity
portfolios. This pioneering era came to an end around 1990, with the launch of the Domini Social
Index (now the MSCI KLD 400), followed by a host of other indexes and databases focused on
developed markets. These new data sources made systematic analysis of social investment
strategies possible.Sustained Attention (1990s): Serious study of social investment began in
earnest in the 1990s. The salient feature of the era was the strong nominal performance of social
investment benchmarks, so many studies sought to document or explain this. We can mark the
end of this era in 2000, around the time the relative performance of broad social benchmarks like
the Domini Social Index began to peak.Sustainability, Stakeholders, and the Search for Alpha
(2000s): The early 2000s were a period of reassessment and exploration. The nominal
performance of social indexes deteriorated, and sustainable investment emerged as an
alternative paradigm. Meanwhile, analysts began to report positive linkages between corporate
social performance and corporate financial performance (e.g., Orlitzky et al., 2003)[4]. Strong
papers subsequently demonstrated that superior sustainability policies (Derwall et al., 2005)[5]
and stakeholder performance (Edmans, 2011)[6] improved both firm-level results and stock
performance.The Modern Era (2009-Present): The global financial crisis led to a sharp decline in
research into social and sustainable investment, followed by a surge in activity as both the
magnitude and social dimensions of the global crisis became apparent. The current volume and



breadth of research are without precedent: there are now dozens of strong papers each year on
topics ranging from fixed income strategies (Bauer and Hahn, 2010)[7] to the market impact of
shareholder engagement programs (Dimson et al., 2012)[8].The result is an impressive body of
work, covering many different aspects of social and sustainable investment. Looking back on
this research, we can discern a few clear themes:How Do Stock Boycotts Affect Performance?
How Have Social Investment Strategies (and Universes) Performed?How Does Strong CSR
Performance Affect Firm-Level Earning Power?Can Sustainability Factors Help Investment
Performance?How Do Governance Practices Affect Portfolio Performance?How Do Stock
Boycotts Affect Performance?How Have Social Investment Strategies (and Universes)
Performed?How Does Strong CSR Performance Affect Firm-Level Earning Power?Can
Sustainability Factors Help Investment Performance?How Do Governance Practices Affect
Portfolio Performance?The rest of this essay discusses these themes in detail. We then
conclude with a few comments (see chapter 7, “After the Financial Crisis”) on the post-financial
crisis literature.[1] “Sustainable and Responsible Investing, Top 10 Frequently Asked Questions
and Answers”. USSIF, June 2011. .[2] Rudd, Andrew. “Divestment of South African Equities.” The
Journal of Portfolio Management 5, no. 3 (January 1979): 5–10. [3] Grossman, Blake R., and
William F. Sharpe. “Financial Implications of South African Divestment.” Financial Analysts
Journal 42, no. 4 (July 1986): 15–29. (see appendix A)[4] Orlitzky, Marc, Frank L. Schmidt, and
Sara L. Rynes. “Corporate Social and Financial Performance: A Meta-Analysis.” Organization
Studies 24, no. 3 (March 1, 2003): 403–441. (see appendix B)[5] Derwall, Jeroen, Nadja
Guenster, Rob Bauer, and Kees Koedijk. “The Eco-Efficiency Premium Puzzle.” Financial
Analysts Journal 61, no. 2 (March 2005): 51–63. (see appendix C)[6] Edmans, Alex. “Does the
Stock Market Fully Value Intangibles? Employee Satisfaction and Equity Prices.” Journal of
Financial Economics 101, no. 3 (September 2011): 621–640. (see appendix D)[7] Bauer, Rob,
and Daniel Hann. “Corporate Environmental Management and Credit Risk.” SSRN eLibrary
(December 23, 2010). (see appendix E)[8] Dimson, Elroy, Oguzhan Karakas, and Xi Li. “Active
Ownership.” SSRN eLibrary (September 30, 2012). (see appendix F)
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