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1. Introduction – The Case for Ethical Investment at the University of Edinburgh

"Being socially responsible is not only the right thing to do, but makes good business sense too"
.

The Students of the University of Edinburgh are some of the most active in the United Kingdom. We have engaged with all of the democratic structures available to us in trying to bring meaningful change to the university.  We have now exhausted those structures and the university administration must now start to respect the wishes of students and act on implementing an ethical investment policy.  

This issue is one that has ignited more strength of feeling than any other in recent years.  The levels of student support to exercise their right to input and consult over how money is invested on their behalf is unprecedented.  At an Edinburgh University Student's Association in February 2002 a majority of over 500 students demanded the implementation of an ethical investment policy.  Indeed the student body at large, as reflected by Edinburgh University Student's Association, has asserted that for the university to invest on behalf of students, it must take genuine account of the concerns that those students have for human rights, the environment and international development.  The university should not and cannot invest in companies that directly harm those basic criteria.

Edinburgh University Student's Association has been lobbying the university to invest ethically since February 2002.  Whilst there have been developments in transparency of investments, there has been no action on ethics.  This is not, however, an issue that will subside.  The overwhelming strength of feeling amongst students is that the university invests on behalf of students, and it is able to invest because of students.  Thus, for students to be irrelevant to the decision making process is undemocratic.  Working hard to get to, and stay at, University was never supposed to lead to the funding of companies that pollute our environment, exploit the developing world or irresponsibly manufacture armaments.  Instead students wish to see the reputation of the University of Edinburgh enhanced, they wish to see it as a force for good, as leading the way in Higher Education in the United Kingdom and the investment sector as a whole.  Like all parties concerned, students do not wish to see the University of Edinburgh harmed financially, yet the evidence presented shows that this need not be the case.  This document aims to demonstrate that the University of Edinburgh can protect both its financial interests and its reputation by making ethics an integral part of its investment policy and thus serving the interests of the broader community.

In the following sections we clearly state our proposals, their justifications and the considerable support that these proposals have received. It has been formulated as a responsible and realistic approach to developing a workable ethical investment policy that would serve the interests of all parties. The proposals put forward have been responsive to the concerns of the University Court and are based on firm and professional research by an independent financial adviser. Proposed criteria for investment are set out, including exclusion of certain sectors where key values could not be maintained, as well as a more robust and participatory engagement policy in other sectors where this may be more appropriate and productive. 

In publishing this document we are hoping to take a step forward in implementing the expressed will of the student body in a credible and constructive manner that demands to be taken seriously, showing that ethical investment is widely demanded, financially viable and ethically necessary. We wish to enter into a positive dialogue with the university in order to further this issue, and encourage a productive response to the contents of this document.  In doing this we aim to assert the principle, that there are values which must serve in the dealings of responsible institutions such as the University of Edinburgh.  The university now has a responsibility to accept this principle and make ethical investment a reality.

Will Garton.

President, Edinburgh University People and Planet, January 2003.

2. Position Paper

This section is designed to clearly state the demands of the campaign for ethical investment at the University of Edinburgh, setting out a practical, productive and achievable position that we believe will reflect the concerns of students at the University in a manner beneficial to all. It will refer to later parts of the document, which is aimed to justify the aims set out here.

Since the original proposal on ethical investment was submitted in 2002, students from People and Planet have been working to come up with an implementable ethical investment policy. Originally focussing on the arms trade and a wide policy of exclusion based on the principles of the Co-operative bank, we have, following professional advice, extended research and much thought, reformulated and refined our position in order to be responsive to the concerns raised by the University Court. We hope that this refined proposal is viewed in the manner in which it is produced, as a responsible and achievable policy that is practical and positive, which the University should consider seriously and make every effort to implement.

In proposing this policy we have, as stated, aimed to be responsive to the concerns of the University Court and hope that this will be respected.  In the University Court minutes it was stated that "actively engaging companies in which they invested on issues of social responsibility was preferable to trying to place a ban on investing in a range of specific companies"
. We have incorporated this aspect of engagement into our proposal, whilst justifying why certain companies cannot be engaged in. The University Court also raised the concern that ethical investment was "not necessarily compatible with obtaining optimum yield from investments, and that the often complex interrelationships among companies made tracking and monitoring difficult"
. In the report following this section it is asserted that this is not the case and that an ethical investment policy of the type that we are proposing can be both practical and profitable. 

The current proposal concentrates on the Endowment Assets Fund, which are viewed as more directly relevant to the students at the University. We have made no proposals about pension funds, which we know to contain shares in BAe Systems, for whilst we strongly believe that they are not suitable for investment, and would strongly urge an exclusion of these funds, we recognise that demands should be made from those whose pensions they concern.

The revised policy is one that combines a moderate exclusion policy with a robust and participatory engagement policy with student representation. A policy of exclusion would apply to sectors that are considered 'irredeemable', in that they consist of vested interests whose main purpose is deemed incompatible with the values of students at the University and could not be productively engaged with. When the central function of a company is to produce weapons, torture equipment or nuclear reactors, for example, it would be a futile task to attempt to 'engage' in order to alter their key productive function. In this way, the University can maintain its reputation and values by excluding these sectors.

We propose the exclusion of companies involved in the production of armaments and nuclear energy, neither of which are currently possessed in the Endowment Assets Fund but which should be explicitly ruled out for future investments. We also propose that companies with poor environmental, social or humanitarian records who show no hope of responding to engagement strategies should be excluded, at least temporarily, after due consideration in order to maintain standards and exert pressure.

We also note with concern the large holdings held in tobacco companies that seem incompatible with the University's academic reputation and its role in medical research. We would like a committee to discuss the future of these shares and to consider the desirability of retaining them.

Our proposal for a robust and participatory engagement policy is based on a belief that incremental change may be possible through shareholder activism. There is certainly a range of companies including pharmaceutical companies and energy companies whose social and environmental performance could be improved from within. However, we are concerned that the University does not hold any control over the engagement criteria, the processes of dialogue or voting at general meetings, due to the delegation of this responsibility to Baillie Gifford. We reject the claim that Baillie Gifford's approach is currently sufficiently strong, to which I refer you to the following section of research, and are not content with the delegation of responsibility in these matters. To truly represent the concerns of staff and students it would be desirable, therefore to set up a committee of reference to oversee and evaluate an active engagement policy rather than delegate a vital area of concern. 

The purpose of the committee would be to: - 

· Set and review criteria (including amendments in light of change of company policy changes).

· Check for fund management adherence to criteria

· Identify preferential areas for investment

· Notify fund managers of areas of concern for them to follow up

· Agree voting policies on shareholder votes on a range of issues.

· Liase with fund managers on a regular basis about all of the above

· Obtain specialist/technical advice with regards to ethical issues

In order to make the committee effective and participatory we propose that it should comprise representatives from the Edinburgh University Students Association, members of the Finance and General Purposes Committee and a representative of Baillie Gifford. In this way all financial and ethical concerns can be aired, discussed and resolved and the wishes of the committee can be communicated to Baillie Gifford who can act according to the requests made. It will allow a greater accountability in knowing what dialogue has been constructed with companies of concern, how votes are used in general meetings and will allow the University of Edinburgh to take control of the ethics of its investment policy. We wish the committee would be able to engage in a robust manner to promote social, environmental and humanitarian concerns.

Having consulted Baillie Gifford's own Corporate Governance Policy we have no doubt that this policy could be made to be compatible and achievable within the existing investment framework. Their report states that “…we have the resources to communicate our clients concerns on specific issues to companies and we are able and willing to avoid investment in companies or sectors at our clients request”
. It should therefore not be beyond any serious effort to turn this proposal into a working model that would prove to be responsive to the demands of the student body, the values upheld by the University and the concerns of broader society.

In summary we propose 

1. Exclusion of companies that produce armaments
.

2. Exclusion of companies whose primary purpose is to produce nuclear power.

3. The creation of an engagement committee as described above to monitor all other investments, particularly the tobacco and oil industries.  

Stephen Cockburn, Edinburgh University People and Planet. 
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Section A:


Summary


The Ethical Investment Co-operative has been approached by the Edinburgh University group of the People & Planet organisation in connection with their campaign over Edinburgh University endowment funds.

The Ethical Investment Co-operative is a firm of Independent Financial Advisers, dedicated to ethical and socially responsible investment. The advisers in the co-op have extensive experience in all aspects of financial planning, especially ethical investment.  Clients range from concerned individuals to charities, trade unions, small businesses and NGO's.

EIC have been voted 'Best Independent Financial Adviser' for two years running in the Consumer Finance Awards 2001 and 2002, conducted by the Guardian, Observer and Money Observer magazine.

Campaign Issues

As part of a wider movement of the People & Planet student organisation, the Edinburgh group have recently challenged the Edinburgh University administration over the investment policy applied to its endowment funds. The fundamental issue being that if these funds are used to provide for the ongoing education of students at the university, that the investment philosophy of the funds should represent something which the student community feel is reflecting their own collective values.

At a meeting in May 2002, the Student Union General Meeting, a motion was passed committing the Union to lobby the University for an ethical investment policy and to demand student access to the University's list of investments. 

Edinburgh P&P have established that Edinburgh University holds millions of pounds worth of shares in the arms trade: 101,437 shares (worth around £163,246,000) in BAE Systems, the largest arms producer in the world. BAE has sold military equipment to some of the world's most oppressive regimes and dictators, including the supply of Hawk Ground Attack aircraft to Indonesia at the height of the East Timor crisis. 

Scope of report

To assist in furthering this campaign, the People & Planet group have engaged the Ethical Investment 

Co-operative, to assisting formulating a case to present to the University Trustees to adopt an ethical investment strategy.

The report is to encompass the following points: -

· What is Ethical Investment?

· Considerations of ethical investment performance vs. mainstream investment.

· A review of the current Edinburgh University Endowment funds, with reference to the ethical concerns raised by People & Planet.

· Address the issues raised by the University Trustees in the Court Minutes relating to definition of what is ethical, financial returns and the merit of engagement.

· Proposal of an alternative ‘model’ ethical portfolio.

· Recommendation of a structured approach to adopting an ethical investment policy.

Section B:


Analysis and recommendations


What is ethical investment or socially responsible investment? 


Ethical or socially responsible investment are terms to describe any area of the financial sector where the principles of the investor influence which organisation or venture they choose to place their money with, or how the investor uses their power as a shareholder.

Introduction 


Ethical investment involves considering the ethical, social and environmental performance of companies when selecting them for investment, as well as their financial performance. Socially responsible investment or SRI is another commonly used term for ethical investment. 

The way any organisation, approaches socially responsible investment will depend on many different factors. These include the organisation's size, resources and motivations. The market is primarily focused on equity investment, but the ethics of the banking sector is also becoming increasingly important, as evidenced by the growth of institutions such as the Co-operative Bank, Ecology Building Society and Triodos Bank.

Fund managers need to meet the needs of their clients who are becoming more concerned about socially responsible investment issues, who in turn may be under pressure from concerned members and the general public. 


Why invest ethically?

 
Ethical or socially responsible investment can present a number of benefits to investing institutions. 

Respond to public demand 


Ethical investment is undergoing a period of enormous growth and increasing popularity among the public. It is one of the fastest growing financial sectors. The money invested in ethical funds has more than doubled in the past three years. In addition to such growth, a 1999 survey conducted by the Ethical Investment Research Services (EIRIS) in conjunction with NOP Solutions, revealed that more than three quarters of adults think their pension fund should operate an ethical policy. It would, perhaps, be folly to ignore an area that enjoys such widespread support. In the case of Edinburgh University, the ‘groundswell of opinion from it’s student body is well demonstrated by its recent motion and campaign. In an age of ‘inclusiveness’ and ‘stakeholder’ interests, it would seem highly inappropriate not to reflect these views in the policies of the university.

Enhance University image
 
Reputation is as essential for ‘seats of learning’ as it is for companies competing for marketing opportunities. In an increasingly competitive environment, where attracting students from UK and abroad is critical to the institution, the university may lose public support or limit it potential student ‘recruitment’ if its investment funds are revealed to support companies which support oppressive regimes or invest in weapons of mass destruction.

Financial

Better, more detailed research into well run, ‘clean’ companies with no reputational damage and a product or service of definite benefit to society could well prove to be a better investment in the long term.

Avoid conflict with your institution's ideals and rules 


It is not simply public support that you may lose with a poorly directed investment; it may bring your organisation into conflict with other organisations, such as funding bodies and businesses with which the institutions have links. Admittedly, this could have the reverse effect and cause problems where the university has direct funding for say, a defence contractor. However, it could reasonably be argued that this is indeed the very issue at debate – is the university run for the benefit of the student body and society as a whole or is it a source of subsidised research for commercial organisations. Taking time to deal with the basic ethics and values of the institution sets an excellent basis of a code of conduct for the all its activities.

What are the different ethical investment strategies? 


Ethical investment may be approached in a variety of ways. There are three broad strategies for investing ethically: screening, preference and engagement. These strategies can be used individually or in combination, for example using screening with a small number of criteria, and then a preference approach on the list of acceptable companies remaining. 

Screening 


Screening is a strategy that involves creating a list of "acceptable" companies shaped by a combination of positive and/or negative factors. These may be companies whose conduct is viewed positively, such as those with good employment practices or those taking active steps to reduce levels of pollution. Or they may also be companies selected for avoiding involvement in certain negative practices or proscribed industries, such as tobacco production. This is a well-established strategy, particularly among retail unit trusts, and it is popular with people who wish to make individual choices about what they do and do not want to invest in. 


A common criticism of screening is that it is impossible, in today s complex economies, to identify a business as being totally free form involvement in one are or another. Secondly, although it may be easy for an individual to decide such issues, how can a negative screening process work for an institution, such as a university?

These are valid issues, which cannot be easily dismissed. However, remember that we are reviewing the issue of ‘ethical investment’ – are there really no limits to which the university would go, to maximise shareholder value? No aspects of corporate malfeasance which the trustees might decide are beyond the pale? If there are, then by definition, ethical considerations are being entered into.   Therefore no real problem should be presented in formalising this into a code of conduct to follow for investment policy. 

Exclusionary criteria may be set in many ways but will often feature two particular considerations: -

· Specific product or services –identifying the specific types of product or service that are acceptable – e.g. A manufacture of military rifles may not be acceptable as they produce a weapon, whereas a business providing non-combat supplies may be acceptable.

· Turnover/profit contribution – using the same examples, a business which has it sole business as production of rifles or military supplies may not be acceptable where as a business where such activity contributes less that 5% to profit or turnover of an otherwise non-military linked business may be acceptable. Note that having passed this test, it may still be subject to a policy of engagement.

The People & Planet group have particularly identified the armaments industry as one of concern. There is apparently dispute from the university as to what extent can a business be identified as an arms manufacturer. For example, as a result of acquisition, Vodafone own a subsidiary business involved in the manufacture of tanks. The Vodafone stock has not been sold by many ethical funds, but rather a policy of engagement to effect the sale of this division has been undertaken. This situation occurs because the main focus of Vodafone is an entirely separate activity and contribution to profit of the tank business is minimal. This contrasts with a business like BAe where there can be no doubt as to both focus and source of their profit – weapons of mass destruction! 


Preference 


Preference requires rating companies according to an ethical investment policy. Fund managers apply the policy guidelines wherever possible, biasing investment decisions towards higher rated companies. Fund managers select investments or portfolio weightings in them, taking into account how closely a company meets, or sets about meeting the policy parameters. This method allows fund managers to integrate ethical with financial decision-making; in cases where two companies get a similar rating against traditional financial indicators, you can compare them against your ethical indicators, and select the company with the better all-round performance. To achieve this, a clear set of criteria need to be established and research undertaken to create an ‘acceptable list’ for future investment.

Much of current investment policy lies in stock selection; it therefore makes perfect sense that university funds (for an organisation educating our future citizens) might like to invest in businesses, which contribute to a positive future, perhaps educational software, publishers or computer technology. Guidance should be prepared for fund managers so they can factor these issues into their decision-making. 


Engagement 


Engagement provides investors with an opportunity to influence corporate behaviour. It involves identifying companies that could improve their ethical, social and environmental policies or performance and encouraging them along this path. This may be anything from writing an occasional letter of protest or support, to raising issues at the AGM or maintaining a detailed and direct dialogue with the company. You could simply tell companies your policy and let them know how it affects your investment decision-making or response to takeovers and share issues. A more developed engagement strategy would include persuading companies via regular meetings to improve their practices on issues such as product sourcing, recycling and pollution reduction. Another level of engagement is to offer to help companies formulate their own policy. The National Association of Pension Fund's (NAPF) Voting Issues Service, now offers reports by industrial sector of how companies can respond in practice to such issues. You could use these reports to help identify relevant issues and what steps companies can take. 

Any engagement policy should be part of a clearly established ethical investment policy with clear investment criteria, guidance on use of voting rights and an agreement as to whether or when to use the ultimate policy of disinvestment.

Currently, engagement is the only activity undertaken by Baillie Gifford in their management of university funds. The level of engagement undertaken seems to be at the lowest level of ‘corporate governance’ and is not specific to the client’s remit, but rather a generalist approach. The stated policy is largely geared towards ensuring that company management and plans are in alignment with ‘shareholder interests’ in terms of remuneration packages, board appointments and business policy. The issues relate therefore significantly more to financial issues that those of a social, ethical or environmental nature. Interestingly, of a 20-page document on the BG approach to corporate governance, only 1½ pages were given over to consideration of ethical issues.

The general criteria for undertaking engagement were very vague and there does not see to be a clear focus of this activity. The general policy commented that “we tend to engage with those holdings that are the most significant to our clients and concentrate our efforts where they can be most effective”. It would be interesting to see the agenda of planned visits and consultations that the BG team carry out and to assess the results of such activities.

Section C:


Investment Performance


Is my money more at risk in socially responsible investments? 

One of the most common questions about ethical investment is ‘ is my money at risk’. The simple answer is that in terms of equity investing, that the money is arguably no more at risk than any other ‘mainstream holding. In the past few years we have seen Railtrack, Enron, Marconi, Abbey National and many others all lose substantial value way beyond recent market norms. Dependant on criteria selected, some may have qualified as ‘ethical investments’ but all were subject to the risks of poor management and the vagaries of the market. Undoubtedly, over short time scales, there may be periods of underperformance against mainstream investments due to the exclusion of so called ‘defensive’ stocks such as tobacco, but given that investment should be seen as a medium to long term activity, these time periods are less relevant.

Evidence is beginning to emerge that many ethically screened investments may be less volatile than the average stock market investment fund (i.e. they may experience a lower level of swings in value over a particular time period). This runs counter to conventional wisdom, which claims that ethical funds should be more volatile because they tend to have a greater proportion of their investments in smaller companies. In addition, some ethical investment institutions are now introducing funds specifically for the more risk-averse investor.

Limit investment risks 


Fund managers who look for an ethical approach in the companies they select, or who encourage the companies to improve their practice, may learn more about the company. They may unearth previously unforeseen risks or, perhaps, reinforce a company's suitability as a sound investment choice. Good understanding of a company and its direction will help you to respond promptly to developments such as takeovers, rights and share issues. 

Research from various sources indicates that investing according to ethical criteria may make little difference to overall financial performance, depending on the ethical policy applied. Five ethical indexes created by EIRIS produced financial returns roughly equivalent to the returns from the FTSE All-Share Index. For example, the total return of the Charities' Avoidance Index, which excludes the vast majority of companies involved in tobacco, gambling, alcohol, military sales and pornography, was 0.38% greater than the All-Share over the 8 year period measured

Index Tracking 

An approach adopted by many fund managers for institutional funds is that of ‘index tracking or ‘passive management’. Interestingly, Baillie Gifford has not adopted this approach to investment of funds and therefore has relied on their stock selection abilities. The attraction of ‘index-tracking is that you follow (with some degree of variation) a predetermined benchmark. The benefits arising are in lower coasts due to reduced management involvement. Most established indexes, such as FT-SE all share or 100 are arbitrary selections, based on value. However, an ethical index, by definition, will include an element of stock selection. Although not often seen as an attractive option for an individual, an index approach may well be more suited to institutional funds.


Several ethical index tracker funds already exist. Within a given ethical approach, passive investment can be used to reduce management costs. It could also be used to seek out performance if you believe that a particular ethical approach identifies financially "better" investments. An ethical index tracker fund might mean a much narrower underlying list of stocks than conventional index trackers. Alternatively, "passive" techniques could reduce the variation in performance between an ethical universe of stocks and a conventional index. 

A tracker approach can be used with screening or preference to track the universe of companies, and may reduce management costs, whilst meeting other financial criteria. Computer-based approaches could adopt a variety of preference approaches – for example, adjusting the size of holdings according to overall ethical performance. It is also possible to use an ethical index to monitor your investment's performance according to ethical criteria if the criteria used for both are comparable.

The availability of an increase range of social index funds also gives us a useful point of reference for actual investment performance. Under noted are a range of comparative figures for screened funds in comparison to mainstream indices over periods of up to 10 years.

FTSE4Good indices were launched on July 10, 2001 by FTSE, the global equity index specialist. FTSE4Good is made up of four tradable indices created by screening a wide array of corporations with the first standardized, transparent set of global criteria for corporate social responsibility.  These indices and the associated criteria, give money managers and individual investors a broadly agreed upon way to make investment decisions that reflect current thinking in corporate citizenship.  The criteria are usually seen as too weak for most individual investors and the emphasis is on encouraging businesses to seek inclusion by setting lower, achievable ‘hurdles’ for inclusion. These entry tests include issues such as adoption of certain broad objectives such as: - 

· Working towards environmental sustainability

· Developing positive relationships with stakeholders

· Upholding and supporting universal human rights

However, certain businesses are also specifically exclude from the indices and these include the following industries: -

· Tobacco producers

· Companies manufacturing weapons systems

· Owners or operators of nuclear power stations

These exclusions would certainly provide a useful, starting point for an ethical investment strategy for the university. Noted overleaf, are statistics of investment performance for the FT-SE4Good UK and Global indices, showing that ethical investment need not necessarily result in poor investment results.

FT-SE4Good UK index
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Domini 400 Social Index 
In 1989, the ethical investment firm Domino Social investments began work on the, an index of 400 primarily large-capitalization U.S. corporations, roughly comparable to the S&P 500, selected based on a wide range of social and environmental criteria. The objective was to devise a measure of investment performance of similar types of stock in ethical and mainstream investments. Launched in 1990,it now has produced a considerable amount of evidence on the viability of ethical investing in a major economy over a prolonged period of time.
	 Domini 400 Social Index SM
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Section D:


Portfolio Analysis


Review of portfolio

As previous established the investment portfolio is currently managed by Baillie Gifford on traditional investment criteria. Although the managers undertake to do an element of corporate governance, there is no specific mandate for the ethical management of funds.

Information has been supplied about the holdings but not asset allocation. It is not the objective of this report to comment on investment issues.

The holdings represent a diversified portfolio investing in most major economies by holdings of direct equities and bonds, with additional international exposure being provided by a range of Baillie Gifford collective investment holdings. In respect of the ‘collectives’ again no screening has been undertaken.

In brief, the portfolio has a wide range of holdings which may create cause for concern amongst the average ethical investor, although the BAe holdings do not appear to be noted on the fund list. However, you may be concerned about other constituent parts of the portfolio;

· Barclays – unscreened lending, branch closures/social exclusion.

· British American Tobacco – cigarette manufacture

· Gallaher - cigarette manufacture

· Hanson – aggregates company, environmental issues for extractive industries.

· Imperial Tobacco - cigarette manufacture.

· Shell Transport – Oil industry, poor record in past with regard to human rights

· Standard Chartered – unscreened lending

· WS Atkins – defence/military contracts

· TotalFinaElf- oil industry – environmental issues

· Philip Morris - cigarette manufacture, irresponsible marketing, non-disclosure of material facts.

· BHP Hilton – Mining industry, environmental and social concerns.

Whilst this is not an exhaustive list (and does not review the holdings within the collectives) it gives an idea of the main areas of concern that may be present in a portfolio. 

Although the primary concern was in relation to armaments and nuclear power, it should not be felt that absence of such holdings negates the need for a formal ethical policy. Rather, we would suggest that a formal code of investment conduct should be established so as to avoid future transgressions and to set a tone for future investment decisions. It is as important to consider where money should invested as much as considering what should be avoided.

Specific portfolio comment

The main area of concern identified by the People & Planet group is investment in arms companies and businesses with a military involvement. We have scrutinised the UK element of the portfolio to consider the ethical implications of investments in certain businesses, which are directly, or indirectly links to the arms trade or the military.

In general the portfolio does not have significant exposure to arms manufacturers and as previously mentioned the investment in BAe seems to have been sold. There are however, businesses with clearly defined link to the military arms trade. Some of these are involved in ‘non-military’ issues such as supply and support services and provision of catering. Others however, have a direct bearing on funding or facilitating military activity. Noted below is a synopsis of the main ‘military-linked’ businesses in the portfolio.

Barclays Bank – Barclays provided the Saudi Arabian government with a loan to finance the leasing of military compounds. $225m was lent to Compound Leasing Corp, which was set up by the Saudi defence ministry to lease land to the military. Saudi, which is seen by many to be an oppressive regime, is a major defence spender and client of British Aerospace.

Barclays have also had major involvement in the recent attempt by Tanzania to purchase a military air traffic control system. Research shows that £11m was paid by Barclays to BAe Systems in September 2001. The cash had been authorised by the Tanzanian ministry of defence, which had received a loan from Barclays to buy the system. Barclays had also received a lucrative banking licence to operate in Tanzania. Public outcry ensued over this deal due to the level of poverty and debt in Tanzania and the deemed misapplication of funds to military purposes.

Capita Group –Capita are an advisory and outsourcing company. They currently have a 5-year contract for support service for the Navy, Army Air Force Institutes (“Naafi”). These provide non-military support services to service staff such as retailing.

Royal Bank of Scotland – The Royal Bank is on record as “on the arms issue, we do not believe arms production in Britain, or the export of arms is in principle unethical. Indeed the evidence of much of the history of this century, including the recent period, is that wars have regularly started when peaceful nations, which have been inadequately prepared, have found themselves invaded by militaristic regimes. We would not, however, permit our name or our funding to be used to support arms exports to regimes which are oppressive at home or commit aggression against peaceful neighbours over internationally recognised boundaries. Nor would we carry on business of other kinds with such regimes.”

RBS was excluded from the FT-SE4Good index in July 2001, for failing to develop a policy on human rights in Indonesia, where it is a significant lender.

Vodafone – The telecommunications giant counts the British Army and the US military amongst its major clients.

WS Atkins – Atkins are a major defence contractor, providing engineering, management and consulting services. The company specialises in design, planning, construction and maintenance and operation of facilities such as airfields, stores, arsenals, defence structures and command and control centres. Their services have been exported worldwide, not just for British military interests but for foreign regimes as well. In addition to construction work, they also supply expertise on mechanical and electrical engineering linked to weapons control, communications and radar systems.

The above information has been provided by Rathbones Investment Management, one of the leading providers of ethical portfolio management in the UK. Additional information of other elements of the portfolio could be obtained from EIRIS for a further search fee. 

Section E:


Strategy for Ethical investment policy




 Is it really necessary to have an ethical investment policy? 


Adopting an ethical investment policy delivers a positive message to your students, staff and other stakeholders. In addition, when you adopt an ethical investment policy, you may be able to further the aims of your organisation by putting pressure on the companies in which you invest.

How do we develop our ethical investment policy to take account of social and environmental issues? 

Any ethical policy should have a set of clear and agreed criteria. In an organisation such as a university, with such a wide range of stakeholders, it will always be difficult to represent all strands of thought. Therefore simple, definable and agreeable exclusion criteria are a good starting point. Areas which could in general be agreed to be unsustainable and to cause more harm than good. As such issues such as those noted in the FT-SE4Good index; armaments, nuclear power and tobacco, would make a good core. Our opinion is that a line should be drawn, but that it should be agreeable to a broad coalition of stakeholders. This then sets out a basic code of ethic on which you wish to build. Ideally, this would be by setting out criteria for positive investment i.e. those areas where you would prefer to see funds invested.

Establishing Preferences 
Consideration of what businesses contribute to society is a good place to start. Assistance from organisation like EIRiS is available (at a fee) to help create preferred lists from a set of criteria. You may also wish to consider things like the Sustainability Matrix used by fund managers Morley FM (copy attached).

Engagement policy – Committee of reference

It seems likely that wholesale changes to the portfolio are unlikely to be sanctioned immediately, and therefore we would advocate a process of gradual change. Companies that are managing their responsibilities in these areas properly are less likely to experience problems relating to risk and reputation. So engaging with companies on such issues, and encouraging them to put appropriate systems in place, may help improve their financial performance However, the delegation of corporate governance to the fund managers, merely be reference to their own agenda seems to be a step too far. Indeed the fund managers own website invites clients to express their own views on fund management and say “…we have the resources to communicate our clients concerns on specific issues to companies and we are able and willing to avoid investment in companies or sectors at our clients request”.

As with an individual, it is your money (in trust for future generations) and therefore you have a duty of care to ensure it is managed in line with the ongoing ethics of the institutions. For this reason we would recommend that an engagement agenda is set by an independent committee of reference which would represent all stakeholders and perhaps an independent representative as well.

The purpose of the committee would be: - 

· Set and review criteria (including amendments in light of change of company policy changes)

· Check for fund management adherence to criteria

· Identify preferential areas for investment

· Notify fund managers of areas of concern for them to follow up

· Agree voting policies on shareholder votes on a range of issues.

· Liase with fund managers on a regular basis about all of the above

· Obtain specialist/technical advice with regards to ethical issues


The extent of the engagement activity will depend in part on resources available. It may be best to focus on a few companies to begin with. Set out your objectives - both overall and for individual companies - and keep a careful log of progress. You'll also need to provide evidence of your efforts, and ideally, your results. Think about what action should be taken if a company refuses to co-operate, would the final sanction be to dis-invest? It is arguable that really strong shareholder activism rather than traditional ‘engagement’ can be a very effective tools in effecting change in the long term.

Summary

This document addresses the basic issues of concern, voiced by the trustees at a previous meeting. It also seeks to suggest a way forward to develop a practical approach to taking greater control of the University Endowment funds without incurring a financial penalty in terms of investment performance.

The key issue addressed are: - 

· Long term evidence shows that there is no long term underperformance from ethically screened funds in comparison to unscreened investments.

· There need be no financial loss by adopting an ethical code.

· Setting criteria with clear levels of acceptability and using the resources available from EIRiS and other research organisations allows adoption of exclusionary criteria.

· Setting such criteria can allow for investment in fairly neutral businesses and avoid making the investable universe too narrow.

· A positive approach will include the setting of positive or preferred criteria.

· Adoption of a Committee of Reference will ensure that the ‘engagement’ activity reflects the interests of the university ethics, rather than broad issue set by the fund manager.

· Engagement should have defined ‘rules’ and these may include disinvestments as a final sanction.

Recommended course of action

1. Seek to set simple exclusion criteria along the lines for FT-SE4Good Indices criteria.

2. Identify preferred investment sectors (additional advice on formation of list available).

3. Seek stronger, client specific engagement agenda,

4. Reinforce engagement by requirement for fund managers to consult with University Committee of Reference. 

  

 
Section F:


Compliance Matters


Compliance

The Ethical Investment Co-operative is regulated by the Financial Services Authority and we have already provided you with the following:

Terms of Business.

Business card.

Regulatory Issues

The purpose of this report is that of a consultative document and as such it does not represent specific investment advice.

The comment contained in this report is researched from established sources and is believed by the author to be correct at time of print. No responsibility can be accepted by the Ethical investment Co-operative for errors & omissions in the information provided.

The Ethical Investment Co-operative are not authorised under the FSA to provide specific advice on purchase and sale of individual share holdings, and therefore comment on ethical issues relating to current portfolios, should not be misconstrued as specific investment advice.

Fees

Our costs for time spent in preparing this report are to be paid by fees.  The agreed fee is a flat fee of £400.Fee will be invoiced separately upon full completion of research.

Important notice:  The value of units and the yield from them can fall as well as rise. Past performance is not necessarily a  guide to future performance. The content of the report is based on our current understanding of the law. Bank and building society accounts and mortgages are not regulated by the Financial Services Authority. The Ethical Investment Co-operative Ltd is regulated by the Financial Services Authority.

4. The University Superannuation Scheme

The University Superannuation Scheme (USS) is the investment scheme for UK universities' pension funds.  As the third biggest fund in the UK, the scheme is recognised as a success due to the combined financial weight of the institutions involved.  Although the University of Edinburgh's investments are much smaller, the principles involved are certainly transferable.    

This model is one that seeks to promote ethics through effective engagement and shareholder activism, something that we would wish to develop further as one part of a comprehensive ethical investment policy.  

USS and Socially Responsible and Sustainable Investment: An Overview 

USS announced its commitment to a socially responsible and sustainable investment (SRSI) approach in 1999 and further elaborated this with a detailed SRSI strategy in 2000. At the time of the initial announcement Professor Sir Graeme Davies, USS Ltd chairman, said: "Today no properly run public company – or fund manager – should be unaware of the importance of public opinion and ethical issues." 

We use our influence as a large £20 billion fund to encourage socially and environmentally responsible corporate behaviour and good standards of corporate governance, and wherever appropriate, we work with other powerful shareholders to achieve this objective. 

Our strategy is based on active engagement with the companies whose shares we hold. This involves dialogue about acceptable standards of corporate governance, environmental, ethical and social performance. This dialogue is professionally planned and when needed, robust. Engagement also involves work to shape the context in which company-specific discussions take place (for example, see below for our work on climate change). 

Apart from the moral issues involved, proper assessment of the reputational impact of the company’s performance on these wider fronts is increasingly material to investment considerations. That is why we are working to fully integrate SRSI issues within USS’s investment methodology. 

Our activities and experience to-date 

Since setting up a specialist in-house team of three SRSI professionals, USS has achieved progress against our established priorities. Some highlights include: 

Detailed engagement with targeted oil and gas companies on a range of environmental and social issues. There has already been some clear evidence of change in company policies and practices and whilst it is impossible to desegregate the various sources of influence, USS is as pleased as other investors who have been engaged on these issues to see company managers taking a proactive approach on these important issues. 

In depth engagement with pharmaceutical companies on affordable access to HIV treatment in the developing world and other corporate social responsibility issues. Some senior pharmaceutical executives have publicly acknowledged the value of engagement by a loose network of institutional investors. 

Initiating a major project on the investment implications of climate change, including the commissioning and publication of a discussion paper, hosting a meeting for over 100 senior City figures (representing organisations with a total of £3 trillion under management), and working with a group of major institutional investors who have now decided to take forward this project as the Institutional Investors Group on Climate Change. 

"In the United Kingdom, the Universities Superannuation Scheme (the third largest pension fund in the U.K. with $30 billion in assets), has already staked out a singularly pro-active leadership position. It commissioned an excellent discussion paper on the implications of climate change for institutional fiduciaries, and is using its considerable "convening powers" to pull together a number of leading U.K. institutions to debate and discuss it on an ongoing basis. This gives climate change a level of visibility and credibility among U.K. institutions which it would not likely have achieved otherwise, and USS is also pressing its own portfolio companies directly to become more engaged and active on the issue." 

Value at Risk: Climate Change and the Future of Governance Published by CERES Sustainable Governance Project Report and prepared by Innovest Strategic Value Advisors, April 2002 

Joining forces with eight other financial institutions, with £400 billion under management, to ensure that companies that are operating in Burma (Myanmar) are doing so with full awareness of the risks they and their investors face, and advising on good practice standards in managing these risks.

A review of the health and safety, and environment impacts related to USS’s property portfolio to identify whether any changes are needed to ensure that USS achieves good practice standards. 

Developing a detailed corporate governance policy outlining clear standards and contact with over 900 UK companies on their corporate governance policies, with individual follow-up with 80 plus companies. 

Taking positive action, including investing in a state of the art web- based voting system, to vote on AGM resolutions of all the UK companies in which we hold investments. 

Regular contact with leading non-governmental organisations (such as Amnesty International, Burma Campaign, Friends of the Earth, Institute of Directors, Greenpeace, Oxfam, Trade Union Congress and World Business Council on Sustainable Development, WWF), key inter-governmental organisations (such as the International Labour Organisation, the Office of the UN Secretary General, and the OECD) and government departments (such as the Department for 

Environment, Food & Rural Affairs, Foreign and Commonwealth office, Health & Safety Executive and the US State Department). 

Reporting in depth and on a quarterly basis to senior management and USS Directors, i.e. the representatives of the institutional and individual members of USS. This has included commissioning a learning review to give USS management an independent assessment of the SRSI activities. The review concluded, "most engagement was successful in advancing corporate social responsibility and in helping prevent, in the long term, the destruction of investment value." It also noted that: "It is a remarkable achievement that none of the risks foreseen (examples are tokenism (‘greenwash’) on one hand and emotionalism on the other) have, in the opinion of our respondents, come to pass." 

Sharing our experience with other pension funds and fund managers who are considering whether or not to adopt a commitment to SRSI. 

Developing this web site to give individual and institutional members regularly updated details of our SRSI activities, including updated voting records. 

The Future – Opportunities and Challenges 

Our experience to-date convinces us that that skilful constructive engagement can be a highly effective strategy for influencing corporate behaviour. And whilst we are doing this work because we think it is the right thing to do, we are nevertheless pleased to see that some independent commentators recognise this commitment. 

"Arguably the leading light is the Universities Superannuation Scheme…. "

Pensions Management, June 2001 

"Friends of the Earth gives its top ratings to the British Telecommunications pension fund and the University Superannuation Scheme, respectively the country's first and third largest funds". 

The Independent, 6th August 2001 

The achievements to-date are despite the fact that we and the other institutional investors who take this approach are in the minority. As more and more institutional investors become actively involved, the potential for engagement to deliver even greater value is therefore significant, not least because the limited resources that any one fund can allocate can then be put to best use through effective collaboration and sharing of workloads. 

As this momentum develops, USS will be able to roll out our strategy to engage on key good practice issues for all sectors in which we invest, including the most controversial ones such as tobacco, defence, genetically modified organisms (GMOs) and nuclear power. Until we begin detailed work on each of these sectors, we will not be in a position to say on what aspect of the debate we will engage and what standards we will encourage. What is unequivocal is our commitment to covering all our investments and our commitment to encouraging the companies in which we invest to operate to legal norms or benchmark standards of good practice, whichever is the more demanding. 

Our engagement approach is designed to give us best possible access to senior corporate management on sensitive issues. Management could decide not to talk to us openly about these issues and we do not, therefore, want to jeopardise these important relationships through premature or inappropriately detailed disclosure. Within these limitations, our aim is to inform USS members on a regular basis about our SRSI activities and developing strategy. 

Meredith Alexander

Ethical Investment Campaigns Officer 

People & Planet 

Email: mwa@peopleandplanet.org 

On-line: peopleandplanet.org or ethicsforuss.org.uk 

Address: 51 Union Street, Oxford OX4 1JP, UK 

Phone: UK 01865 245678 

5. Political Support for Ethical Investment

This section has been written in order to detail the wide and significant high-level support that the campaign to develop an ethical investment policy at the University of Edinburgh has attracted. As I hope that you will appreciate, explicit support for the campaign has been phenomenal and surely serves to raise the profile of our campaign, provide an overwhelming endorsement of its objectives and give out a clarion call for the University to treat this campaign as a widely supported, deeply popular, credible and serious issue.

It was originally thought that political support at the local level should be tested, in order to discover whether the issue of ethical investment was a concern of the student body alone, or whether a wider body of support existed. It was thought that positive feedback from local politicians could be used to give the campaign the credibility it deserves, making it impossible to dismiss it as merely a fringe student movement. It was hoped that contacting local politicians would increase awareness of the issues involved with ethical investment, particularly within the context of the University of Edinburgh, and raise the profile of the campaign to a level it should merit.

Originally, Members of Parliament representing Edinburgh at Westminster were contacted, as were those representing the city at the Scottish Parliament. We anticipated that a number of politicians might write personal statements of support for our campaign. This limited attempt to gauge support was met with decisive backing by those contacted and the ensuing attempts to win support grew in a fashion that confirmed our strong belief that ethical investment is a live issue of great concern, one in which politicians nation-wide took an interest and gave great encouragement.

Letters of support have piled in, of which a selection of the most significant is contained within this section. Unequivocal and detailed statements given locally include those from John Barrett MP (Edinburgh West), Mark Lazarowicz MP (Edinburgh North and Leith), Angus Mackay MSP (Edinburgh South), Sarah Boyack MSP (Edinburgh Central), Fiona Hyslop MSP (Lothians) and Robin Harper MSP (Lothians) who also currently holds the position as University rector. In addition Nigel Griffiths MP (Edinburgh South) has pledged his support and authorised the use of his name here, Gavin Strang MP (Edinburgh East and Musselburgh) has personally written to the Vice-Chancellor to urge the development of an ethical investment policy and many other brief letters and phonecalls have been received by MPs and MSPs outside Edinburgh. Tam Dalyell MP, Father of the House of Commons and rectorial nominee has given his backing to the campaign, whilst Malcolm Chisolm (Edinburgh North and Leith) MSP has also expressed sympathy, but is unable to do so vocally because of ministerial obligations.

Robin Harper MSP and Rector of the University of Edinburgh has called on the University to back the campaign for ethical investment: 

"I am happy to back the ethical investment call… I support the call of Edinburgh students for transparency and the ethical investment of university funds.  Universities should be agents of change in every possible way, and this is a positive step".

A selection of other quotations from the following letters might illustrate the strength of feeling and level of support received. Angus Mackay MSP calls for the University to "uphold values befitting its role in society", whilst Fiona Hyslop MSP notes that it is "imperative for institutions like Edinburgh University (to) take a lead and examine carefully the ethics and ethical performance of the companies in which they invest".  Mark Lazarowicz MP writes that "it cannot be in the interest of the University or the community to invest in companies that do not themselves respect the welfare of the environment and society" and Malcolm Bruce MP adds that "there has never been a stronger case for corporate accountability and transparency. It is clear that large companies and institutions should do more than simply strive for profit; they should contribute to broader social goals such as good labour practices and environmental regeneration". John Barrett MP states that "it can only be in the benefit of the University of Edinburgh if it were to take the initiative, recognise that investment should carry a responsibility reflecting social concern, and make a firm commitment to developing a fully accountable and robust ethical investment policy". The letters appear in full in the following pages.

As will become clear, the letters portray strong backing for the development of an ethical investment policy, yet political support has been expressed at a higher level, with much wider backing. John Barrett MP and Angus Mackay MSP felt strongly enough about the campaign to introduce motions, supporting our campaign and calling on the University to develop an ethical investment policy, into their respective parliaments. Early Day Motion No.380 was tabled at Westminster on 16th December 2002, and Outstanding Motion S1M 3723 was tabled at Holyrood on 18th December 2002. The motion, identical in each parliament, is worded as follows:


That this House notes the work of Edinburgh University People & Planet group and the subsequent decision of the Edinburgh University Student's Association to endorse overwhelmingly a motion of ethical investment during its general meeting; congratulates those students who have chosen to highlight the issue on the University campus by campaigning to ensure the University's £160 million worth of investments are only put into ethical companies which do not flout human rights, exploit workers, pollute heavily or irresponsibly sell armaments; further welcomes the decision of the University Court to make available previously confidential information about University investments as a first step in achieving these aims but calls on the University to go further by developing a fully accountable ethical investment policy; and calls on other universities in the United Kingdom to develop similar policies based on the shared values of their staff and students.

Introduced into both parliaments, this appears on daily order papers alongside other motions and offers the opportunity for MPs and MSPs to show their support by signing if they believe it is a concern of theirs. It acts as a type of high-level petition to gauge support and as a means to present the support that exists. A full list of names is given later in this section, although names will continue to be added. The motion explicitly congratulates our campaign, calls for a value-driven assessment of investments, including exclusion, and cites social, environmental, humanitarian ethical criteria. 

The response has been very strong, especially considering many MPs and MSPs could perceive the motion as merely a local and parochial matter outside of their concern. The motion remains on the order sheet and is continually gaining signatures as awareness is raised. After only 6 weeks of parliamentary time (excluding the Christmas recess) 80 MPs have signed up to the Westminster motion. This is a genuinely very strong and significant number for an early day motion. Support for the motion demonstrates a number of things. Firstly, all of the Edinburgh MPs who are eligible to sign up (cabinet ministers are not) have done so and the signatures of John Barrett MP, Mark Lazarowicz MP and Gavin Strang MP demonstrate the clear will of politicians representing Edinburgh that the University in the city that they represent should develop an ethical investment policy. Secondly, this is not considered a matter of merely local interest, which the signatures of 77 non-Edinburgh MPs can attest to. This confirms our view that investment policies should be considered in the wider context of general society, cannot be conducted with narrow reference to only the University itself, and must be sensitive to the concerns of those locally, nationally and internationally. Overall, the Westminster motion has been an extremely encouraging endorsement of our campaign.

The motion at the Scottish Parliament has received even stronger backing, probably due to the position of the University of Edinburgh as an institution of great national pride in Scotland's capital. Presently 49 MSPs have so far signed the motion, which is an incredibly strong response considering the parliament's size is only 129 members, of whom 20 are ministers (all potentially sympathetic Labour and Liberal Democrat members) and cannot sign such motions. This constitutes almost half of the eligible chamber, very rare for an outstanding motion, and stands out as exceptional in the consensus it has attracted – almost no other motion has attracted such a vast number of signatures. It is important to note that seven MSPs representing Edinburgh and the Lothians have signed the motion, an overwhelming show of local support, since two of the others are ineligible due to their ministerial status. Angus Mackay MSP, Sarah Boyack MSP, Susan Deacon MSP, Fiona Hyslop MSP, Margo Macdonald MSP, Kenny MacAskill MSP and rector of the University Robin Harper MSP have all fully endorsed our objectives. Overall, it is clear that a very strong level of support exists locally and nationally in a parliamentary institution based in Edinburgh, serving to endorse our objectives and calling on commitments to ethical investment to be made. It is anticipated that this issue may receive parliamentary debate time in the near future.

Our endeavours to seek political support have resulted in a ringing endorsement for our campaign and its objectives. Development of ethical investment policies has clear and widespread political support, proving that interest in this matter is not confined to local student groups but stretches to elected politicians, locally and nationally. What has become clear during our efforts to seek political support is that politicians are increasingly aware and supportive of moves to promote 'corporate social responsibility' as a way to protect social, environmental and humanitarian concerns. There is an increasing and significant recognition that the actions and investments of corporations and institutions do have significant consequences on broader society, that ethics and social concerns should guide investment policies, and that profits and values need not conflict but can in fact work together in financial dealings. This is the same sentiment that motivates the student campaign and the sentiment that we, along with many others, wish the University to adopt in its investment policies. Support at high levels for our campaign is strong throughout the UK, even stronger throughout Scotland and almost unanimous within the city. I hope that the University will consider the results of our endeavours, recognise the strength of feeling that exists and consequently respond positively by making firm commitments to developing a fully accountable ethical investment policy.

Copies of letters received and a full list of those having supported the parliamentary motions are included in the following pages.

Stephen Cockburn, Edinburgh University People and Planet

Ethical Investment at Edinburgh University.

House of Commons: Early Day Motion No. 380, sponsored by John Barrett MP

	That this House notes the work of Edinburgh University People and Planet group and the subsequent decision of the Edinburgh University Students' Association to endorse overwhelmingly a motion of ethical investment during its general meeting; congratulates those students who have chosen to highlight the issue on the university campus by campaigning to ensure the university's £160 million worth of investments are only put into ethical companies which do not flout human rights, exploit workers, pollute heavily or irresponsibly sell armaments; further welcomes the decision of the University Court to make available previously confidential information about university investments as a first step in achieving these aims; calls however on the university to go further developing a fully accountable ethical investment policy; and calls on other universities in the United Kingdom to develop similar policies based on the shared values of their staff and students.

80 Signatures by 13/02/03


	John Barrett MP (Edinburgh West)

John Austin MP (Erith & Thameshead)

	Harold Best MP (Leeds NorthWest)

	Malcolm Bruce MP (Gordon)

	Alistair Carmichael MP (Orkney & Shetland)

	Harry Cohen MP (Leyton & Wanstead)

	Brian Cotter MP (Weston-Super-Mare)

	Paul Daisley MP (Brent East)

	Terry Davis MP (B’ham Hodge Hill)

	Mr David Drew MP (Stroud)

	Mr Bill Etherington MP (Sunderland N)

	David Hamilton MP (Midlothian)

	Paul Holmes MP (Chesterfield)

	Lynne Jones MP (B’ham Selly Oak)

	David Taylor MP (NW Leicestershire)

Dr Ashok Kumar MP (Middlesboro South & East) 

	Mr Iain Luke MP (Dundee East)

	Mr John McFall MP (Dumbarton)

	Mr Alan Meale MP (Mansfield)

	Dr Doug Naysmith MP (Bristol North-West)

	Linda Perham MP (Ilford North)

	Mr Marsha Singh MP (Bradford West)

	Mr David Stewart MP (Inverness East, Nairn)

	Dr Desmond Turner MP (Brighton &  

Kempton)

	Tony Worthington MP (Clydebank &     

Milngavie)

Iris Robinson MP (Belfast East)

	Adrian Bailey MP (West Bromwich West).              

	Tom Brake MP (Carshalton & Wallington)

	Ms Karen Buck MP (Regent’s Park & Kensington)

	Mr Martin Caton MP (Gower)

	Mr Michael Connarty (Falkirk East)

	Mr Jim Cousins MP (Newcastle Central)

	Mr Tam Dalyell MP (Linlithgow)

	Mr Hilton Dawson MP (Lancaster & Wyre)

	Angela Eagle MP (Wallasey)

	Mr Neil Gerrard MP (Walthamstow)

	Mike Hancock MP (Portsmouth South)

	Norman Lamb MP (North Norfolk)

	Chris McCafferty MP (Calder Valley)

	Ann McKechin MP (Glasgow Maryhill)

	Mr Michael Moore MP (Tweeddale, 

Etterick & Lauderdale)

	Albert Owen MP (Ynys Mon)

	Mr Greg Pope MP (Hyndburn)

	Mr Dennis Skinner MP (Bolsover)

	Mr Paul Stinchcombe MP (Wellinborough)

	Mr Simon Thomas MP (Ceredigion)

	Dr Rudi Vis MP (Findley & Golders Green)

	Mr James Wray MP (Glasgow Baillieston)

	Mr Harry Barnes MP (NE Derbyshire)

	Mr Colin Breed MP (SE Cornwall)

	Richard Burden MP (Birmingham Northfield)

	Mrs Helen Clark MP (Peterborough)

	Frank Cook MP (Stockton North)

	Mrs Louise Ellman MP (Liverpool, Riverside)

	Roger Godsiff MP (Birmingham Sparkbrook)

	Lady Hermon MP (North Down)

	Mr Eric Illsley MP (Barnsley Central)

	Sir Archy Kirkwood MP (Roxburgh & 

Berwickshire)

	Mark Lazarowicz MP (Edinburgh North)

	John McDonnell MP (Hayes & Harlington)

	Kevin McNamara MP (Kingston North)

	Mr Denis Murphy MP (Wansbeck)

	Dr Nick Palmer MP (Broxtowe)

	Alan Simpson MP (Nottingham South)

	Rev Martin Smyth MP (Belfast South)

	Dr Gavin Strang MP (Edinburgh East)

	John Thurso MP (Caithness,Sutherland & Ross)

	Mr Michael Weir MP (Angus)

	David Wright MP (Telford)

	Dr Brian Iddon MP (Bolton South-East)

	Mr Nigel Jones MP (Cheltenham)

Dr Khalid Mahmood MP (Birmingham, Perry Bar)

	Mr Wayne David MP (Caerphilly)

	Mrs Janet Dean MP (Burton)


Mrs Ann Cryer MP (Keighley)

Mr Adam Price MP (Carmarthen East & Dinefwr) 

Annabelle Ewing MP (Perth)

Debra Shipley MP (Stourbridge)

Tony Lloyd MP (Manchester Central)

Llew Smith MP (Blaenau Gwent)

Ethical Investment at Edinburgh University.

Scottish Parliament Motion No. S1M 3723, sponsored by Angus MacKay MSP.
That this House notes the work of Edinburgh University People and Planet group and the subsequent decision of the Edinburgh University Students' Association to endorse overwhelmingly a motion of ethical investment during its general meeting; congratulates those students who have chosen to highlight the issue on the university campus by campaigning to ensure the university's £160 million worth of investments are only put into ethical companies which do not flout human rights, exploit workers, pollute heavily or irresponsibly sell armaments; further welcomes the decision of the University Court to make available previously confidential information about university investments as a first step in achieving these aims; calls however on the university to go further developing a fully accountable ethical investment policy; and calls on other universities in the United Kingdom to develop similar policies based on the shared values of their staff and students.

49 Signatures until 31/01/03

Angus Mackay MSP (Edinbugh South)

Brian Fitzpatrick MSP (Strathkelvin &  Bearsden)

Donald Gorrie MSP (Central Scotland)

Irene Oldfather MSP (Cunninghame 

South)

Susan Deacon MSP (Edinburgh East)

Ms Sandra White MSP (Glasgow)

Nora Radcliffe MSP (Mid-Scotland & 

Fife)

Pauline McNeill MSP (Glasgow Kelvin)

Maureen Macmillan MSP (Highlands & 

Islands)

Mr Kenneth Macintosh MSP (Eastwood)

Richard Lochhead MSP (NE Scotland)

Margaret Jamieson MSP (Kilmar & 

Loudoun)

Colin Campbell MSP (West of Scotland)

Sarah Boyack MSP (Edinburgh  Central)

Jackie Baillie MSP (Dumbarton)

Ms Wendy Alexander (Paisley North)

Trish Godman MSP (West Renfrewshire)

Dr Sylvia Jackson MSP (Stirling)

Mr Michael McMahon MSP (Hamilton 

North & Belshill)

Kate Maclean MSP (Central Scotland)

Ms Margo MacDonald MSP (Lothians)

Robin Harper MSP (Lothians)

Fiona Hyslop MSP (Lothians)

Robert Brown MSP (Glasgow)

Karen Gillon MSP (Clydesdale)

Mr Jamie Stone MSP (Caithness, Sutherland & Ross)

Mr John McAllion MSP (Dundee East) 

Alex Neil MSP (Central Scotland)

Bill Butler MSP (Glasgow Anniesland)

Michael Russell MSP (Dundee West)

Linda Fabiani MSP (Glasgow)

Mr Adam Ingram MSP (South of 

Scotland)

Mr Gil Paterson MSP (Central Scotland)

Kay Ullrich MSP (West of Scotland)

Tommy Sheridan MSP (Glasgow)

Elaine Thomson MSP (Aberdeen North)

Elaine Smith MSP (Coatbridge & Cryston)

Cathy Peattie MSP (Falkirk East)

Marilyn Livingstone MSP (Kirkcaldy)

Dennis Canavan MSP (Falkirk West)

Irene McGugan MSP (NE Scotland)

Fiona McLeod MSP (West of Scotland)

Karen Whitefield MSP (Airdrie & Shotts)

Mr Kenneth Gibson MSP (Glasgow)

Scott Barrie MSP (Dunfermeline West)

Helen Eadie MSP (Dunfermeline East)

Mr Murray Tosh MSP (South of Scotland)

Mr Lloyd Quinan MSP (West of Scotland)

George Lyon MSP (Aegyll & Bute)

Kenny MacAskill MSP (Lothians)

Statement from John Barrett MP (Edinburgh West)

I would like to congratulate the students who have endeavoured to campaign for the development of an ethical investment policy at the University of Edinburgh and offer them my personal support in achieving what I believe is a very worthwhile and desirable end. In my position as Member of Parliament for Edinburgh West, I have chosen to highlight support through this statement and by sponsoring an early day motion in the House of Commons calling on the University to develop such a policy. 

The view that social responsibility lies not only in the hands of government and individual citizens, but also in corporations and institutions which can affect public life, is one that I hold strongly and one that I would like to see reflected on a wider scale. That institutions like universities play a strong role in public life is beyond doubt, as is the effect that investment policies can have in shaping the actions of companies for better or worse. In recognising the important role of the University of Edinburgh in society and the significant potential effect of investments, I call on the University to serve its own interests and reputation, as well of the interests of society, and work towards investment policies that genuinely reflect values with which it would wish to be associated. 

I believe that in developing a genuine and realistic ethical investment policy, the University need not weaken itself financially and that, following the successful experience of other ethical investment funds, ethics and profits can successfully work together for the good of all parties. As ethical investment continues to prove its strength, it can only be to the benefit of the University of Edinburgh if it were to take the initiative, recognise that investment should carry a responsibility reflecting social concern, and make a firm commitment to developing a fully accountable and robust ethical investment policy.

Yours sincerely,

John Barrett MP

Statement from Angus Mackay MSP (Edinburgh South)

As a Member of the Scottish Parliament, representing Edinburgh South, I am writing to wholeheartedly support the campaign to establish a commitment to developing a fully accountable ethical investment policy at the University of Edinburgh. 

It is my belief that the students campaigning on this issue are right to promote the virtues of ethical investment policies, showing an admirable desire to see important institutions such as the University of Edinburgh uphold values that reflect those of their staff and students. The student body has clearly expressed its desire for the investment of University funds to be utilised in a socially responsible manner and not in a manner blind to wider social, environmental and humanitarian concerns.

I endorse the objective of encouraging respected institutions such as the University of Edinburgh to utilise investment in a way that aims to maximise profit for the investor whilst setting minimum ethical standards for investment. Ethical investment is a well-established, rapidly growing and successful means of investment that has proven both financially profitable and socially desirable. As such it is something that the University should seek to adopt in its position as a progressive and reputable centre of learning at the forefront of public life.

Due to my belief that the development of a fully accountable ethical investment policy would be beneficial with respect to both the reputation of the University and to its impact on society, I have tabled a motion in the Scottish Parliament commending the students’ campaign and calling on the University to act in accordance with the campaign’s objectives. 

I hope that the University will continue its excellent work and retain its place as an internationally respected institution, and that it may do this whilst ensuring its investments uphold values befitting its role in society.   

Yours sincerely, 

Angus MacKay MSP

Statement from Mark Lazarowicz MP (Edinburgh North and Leith)

In writing this statement, and in co-sponsoring a parliamentary early day motion, I am pledging my support for the current efforts of students at the University of Edinburgh in urging the University to establish and maintain an investment policy that protects values as well as profits. In doing this I am supporting a wider field of corporate social responsibility which is of great importance in protecting values central to the public interest, and wish to see this upheld and promoted at all levels of public and private action.

The University of Edinburgh holds a central place in the life of city, which I represent at Westminster, and I wish to see its role maintained and furthered by promoting greater social responsibility in its investment policies. It cannot be in the interest of the University or the community to invest in companies that do not themselves respect the welfare of the environment and society, and I would urge the University to take this opportunity to endorse the notion of socially responsible investment and incorporate this notion into its investment policies. 

Yours sincerely,

Mark Lazarowicz MP (Edinburgh North and Leith)

Statement from Fiona Hyslop MSP (Lothians)

I am supporting the People and Planet campaign for Edinburgh University to adopt an ethical investment policy . I feel strongly that public institutions like Edinburgh University should take their role as leaders in public life very seriously and responsibly. Wherever possible investments by Scottish public bodies should be made with the intention of benefiting both the institution and the wider population. The news that Edinburgh University still carries shares in companies, which have doubtful ethic policies themselves, is, therefore, extremely worrying. Corporate Social Responsibility is no longer a new concept, and I call upon the University to follow the growing number of investors who examine the ethics of the companies in which they intend to invest. The University itself is responsible for running Sociacenter which advises companies on making socially responsible decisions on investments, so it will be extremely easy for them to find advice. Unfortunately the ethical foreign policy promised by the current government when they came to power has not been realised and companies with their bases in the UK continue to export arms to countries which have been indicated to have put the human rights of their own peoples aside. This means that it is even more of an imperative for institutions like Edinburgh University take a lead and examine carefully the ethics and the ethical performance of the companies in which they invest. 

Yours sincerely,

Fiona Hyslop MSP. 

6. Further Support

This section contains statements made from a number of other notable sources, including senior lecturers, the EUSA President, the Founder-Chair of the Amnesty International UK Business Group and the University Chaplain. Again, it demonstrates the depth of support for an ethical investment policy at the University of Edinburgh.

Statement from Sir Geoffrey Chandler CBE, Founder-Chair Amnesty International UK Business Group 1991-2001 and former senior executive Royal Dutch/Shell Group. 

I support the Edinburgh University People and Planet group and Edinburgh University Student's Association in their calls for the University of Edinburgh to invest its shares ethically. Students that work hard to get to university have a right to input on how investments are made on their behalf, and there is no reason why the ethics of students have to compromise the financial viability of investments. Indeed the evidence surrounding ethical investment shows that it can be equally, if not more, profitable than standard investments. It is entirely possible for clear distinctions to be made between ethical and non-ethical companies. Equally it can be hard for small shareholders to have a meaningful impact on a company through a policy of engagement. The best policy would be for the University of Edinburgh to adopt an ethical investment policy and lead the way in Higher Education establishments. There is no reason why this should be financially punitive, but many reasons why this would enhance the University's reputation as a centre for dissemination of information and knowledge, and not an institution which funds companies that have a blatant disregard for Human Rights." 

Statement from Reverend Di Williams, University Chaplain.

Dear University Court,

RE: ETHICAL INVESTMENT AT THE UNIVERSITY OF EDINBURGH

I write in support of the movement seeking an ethical investment strategy in the University. The overwhelming support of students was shown at the Edinburgh University Student's Association (EUSA) General Meeting in February 2002. As you may be aware, at this General Meeting over 500 students voted for a motion urging the University to pursue ethical investment. I am contacting you to ask that you ensure Edinburgh University pursues such a strategy.

I know that EUSA have pressed the University for a move towards ethical investment and this letter forms part of that engagement. I acknowledge the agreement of the University Court to reveal previously confidential University investments as the first stage in achieving an accountable and ethical investment policy, but continued action is necessary.

It is the aim of this campaign to establish the principle of ethical investment as a genuinely achievable, profitable and desirable objective. I believe that for the University of Edinburgh to be at the vanguard of such moves in the public sector could only enhance its reputation and attract positive attention. 

Yours sincerely,

Rev. Di Williams,

Chaplain to the University of Edinburgh

Statement from Johnny Meenagh, President of Edinburgh University Student’s Association.

“The students at Edinburgh University have demonstrated an overwhelming commitment to invest ethically. We have recently encouraged Edinburgh University to become more transparent in it's investments and, in the longer term, press for the implementation of an ethical investment policy. The students association firmly believes that human rights should be of paramount importance and that investment in any company that manufactures torture equipment or trades  armaments to oppressive regimes is unacceptable in today’s society." 

Statement from Dr Michael S Northcott

I fully support People and Planet's campaign to persuade the University of Edinburgh to pull its investments from corporations trading in military hardware and instruments of torture, and furthermore to adopt an ethical investment screening process for its investments in the future. Such a screening process need not be detrimental to investment performance as I know from first hand experience as a member of the ethics committee which oversaw an ethical investment fund for Scottish Life in Edinburgh before its take-over by Royal London. The creation of an ethics committee to oversee the University's investment portfolio, including one or two locally available outside experts, would ensure, as with the Scottish Life fund, that there is also a degree of transparency in the application of ethical investment criteria. I also support the campaign to persuade the University Superannuation Scheme similarly to move towards an ethical investment stance, a campaign which is growing in support and includes among its trustees the former Principal of the University of Edinburgh, Sir David Smith. 

Yours sincerely,

Dr Michael S Northcott (currently Visiting Professor at the Claremont School of Theology, and Reader in Christian Ethics, Faculty of Divinity) 

Statement from Neil Thin, Senior Lecturer, University of Edinburgh

As someone professionally dedicated to the development of sound social policies and approaches for the reduction of poverty and promotion of human rights world-wide, I believe that socially responsible investment is at least as important as the more direct developmental influences we may have on the rest of the world. I therefore wholeheartedly agree with you on the desirability of clear policy guidelines on ethical aspects of the University's investments, and on disclosure of all relevant information. While I accept that there are bound to be major areas of disagreement and uncertainty about what is or isn't ethical, I am very heartened by your campaign and trust that it will pave the way towards at the very least a safety-net policy for avoiding the worst kinds of investment such as the BAE ones you have already highlighted.

Yours,

Neil Thin, Senior Lecturer, University of Edinburgh.

7.Concluding Remarks

This document was intended to put forward a forceful and responsible case for the implementation of an ethical investment policy at the University of Edinburgh. The contents within have provided evidence of the financial viability, and even desirability, of ethical investment whilst presenting concrete proposals about how this may be achieved. It has demonstrated the breadth and depth of support existing within the University and within the wider community, as displayed by the enormous backing received by local and national elected representatives. It has shown that ethical investment is both viable and desired.

All that is required now is for the University to take heed of the calls made in this document and to start acting in accordance with the proposals within. There is much to be gained by accepting the case made; values to be protected, reputations to be maintained and the state of our environment and society to be improved. We hereby call on the University to take control of its investment policies and to ensure that they conform to the values that the institution, its staff and its students would wish to be upheld. 

We wish finally to invite the University to consider the evidence presented within this document with great seriousness, to listen to the voices that are speaking out, and to enter into dialogue with the student body. This must be done in order to finally implement a robust and participatory ethical investment policy that will protect both the values and interests of the University, whilst fulfilling its responsibilities to all.  

University of Edinburgh People and Planet.
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� Stephen Timms MP, Financial Secretary to the Treasury, 28 November 2000.


� University Court minutes, November 2002.





� University Court Minutes, November 2002.


� Baillie Gifford Corporate Governance Policy


� See "Screening" section of the Ethical Investment Co-operative Report.  
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