A Socially Responsible Investment Policy for Oxford University

(i) Abstract

A paper recommending that the University begins to invest in a socially responsible manner, and adopts for that purpose the structure of a joint committee on social responsibility.
  Recommendations, along the lines of those adopted by other Universities, are preceded by a discussion of the status quo and of the case for Socially Responsible Investment (SRI).
(ii) Status quo

The University holds approximately Xmillion in its Trust Pool which is invested through several fund managers in stocks and shares of companies around the world.  At their meeting of (DATE): “Council agreed to endorse the approach contained within the Good Corporation Charter and to ask the Investment Committee to instruct fund managers to pursue the adoption of the principles contained within the Charter when speaking to companies in which they were investing.”  (There is a copy of the Charter as Appendix A).  The University’s commitment to disclosure is represented by its commitments under the Freedom of Information Act, which comes into force on 1st January 2005
.
OUSU believes that the current policy is insufficient on two levels.  Firstly, the Charter, while embodying many excellent standards, is inadequate in an important respect.  This is that it omits any standard whatever in relation to the effect that a corporation’s activities can have on third parties.  For example, a company which sold arms to a repressive or aggressive regime, or otherwise funded them, would not violate the charter.  These being the most obvious and pernicious varieties of corporate irresponsibility in the modern world, we believe that the University should adopt a different standard.

To put this into perspective, each of the companies detailed in the case studies in Appendix B would be eligible for ‘good corporation’ status – with the exception of BAE Systems who would fail, not over their support for the slaughter of thousands of civilians, but over their frequent and massive use of bribery.

Secondly, the Investment Committee asking their fund managers to ask corporations to work toward the standard, even were the standard to be comprehensive, is not a credible expression of the University’s obligations to social responsibility.  It should not be supposed that asking someone to ask someone else to fundamentally alter their business practice is likely to be effective, when there is not even the implication of a sanction or follow up to the request
.  The OUSU President has asked for details of how the resolution has been implemented [insert here either nature of reply or fact that he hasn’t, w/ details of correspondence.]

Therefore, the current approach has failed to significantly provide transparency, responsibility or accountability.  The policy as it stands is not responsive to the views of members of the University Community
.

(iii) What is SRI?

In recent years there has been a rapid increase in the amount of money invested responsibly in the UK. [insert figures here as soon as I find them].  The most important reason for this is a growing recognition among investors that the stake they hold in companies represents a tangible
 form of responsibility for the actions of the companies.  Socially Responsible Investment may involve either one or both of engaging with companies over which there is a concern, in order to bring about change or by disinvesting all together from some companies.
Appendix F contains further details on the resources and methods available to institutional investors which they can use in order to act responsibly.

(iv) Universities and SRI
In Britain the University of East Anglia and Edinburgh University both have policies for investing responsibly.  St. Andrew’s has recently institutionalised a requirement for transparency
.  The Universities Superannuation Scheme (USS), the pension fund which most fellows in Oxford use, has policies for Socially Responsible Investment.  In America;
 Columbia, Harvard, Stanford, Yale and many others (some Z in total) have SRI endowments.


There are particular reasons for Universities to invest responsibly, in addition to the reasons which would apply to any institutional investor.

International students and staff.  Some people in this position are inevitably connected to
 the effects of corporate irresponsibility far more than are students of British origin.  For one example, there are Palestinian students and staff at this university, who have very strong feelings about the effects of corporate irresponsibility upon the Palestinian people, their families included.  The University must become an international institution, not only in terms of its demography and academic standards, but in terms of its relations to the rest of the global community.  It must treat the connections that its students and staff have to the people of the world with respect.  Furthermore, the University cannot hope to genuinely be a seat of global excellence until there is something approaching global equality of opportunity, which will not happen unless substantial effort is made to level the playing field.

Public Relations Value.  The positive image that would result from the University taking the decision to invest responsibly inconsiderable.  The University’s prestige will ensure that the positive effects of such a decision will be widespread, influencing others to take similarly positive steps.  This is in addition to the huge effect that will obtain, simply due to the huge size of the investment fund.

Responsibility to federated elements.  As managers of the trust pool, the University has a responsibility to its federated elements.  It is only reasonable that departments and colleges wishing to invest through the trust pool be given the opportunity to realise the ethical standards which they have a right to.  If the university is ever to integrate the colleges’ investments further, it must recognise that members of the federation already take strong ethical stances, which the will not necessarily be willing to abandon.

Council need not worry that adopting an open procedure will lead to undue meddling.  If the procedure is flexible and fair disagreement is internalised within the system, there is less chance that it will spill onto the streets.  Indeed, it is inevitable that in the absence of a negotiated resolution to the question of the ethical standards of the University’s investments, opposition will find other ways to manifest itself.  Such opposition will be inconvenient from within and unseemly from without.

In making this report we are not naïve as to the financial pressures that the University is under; to continue to excel as an academic institution of the highest calibre, alongside institutions such as Harvard etc.  But we do believe that there is no reason whatever that the University’s ethical obligations need be sacrificed to achieve this.

Appendices B and C provide evidence to believe, respectively, that some corporations act in a manner unacceptable to many members of the University and that Socially Responsible Investors have had, and will have progressively greater, positive impacts on the actions of corporations.

(v) Concerns about SRI: legal and financial

There are no legal or financial barriers whatever to the implementation of an SRI policy.  The best demonstration of this is the working SRI policies operated by Universities across Britain and the globe.  As the working SRI policies of Edinburgh and the University of East Anglia show, it is entirely legal for a University to operate an SRI policy, even one which extends to positive disinvestment.

Neither is there an implication that the first steps to social responsibility need carry any cost at all: transparency and engagement are definitively free.  Even if a policy of disinvestment were to be adopted, there is much evidence to suggest that there need be no losses and that, especially in the long term, financial benefits would accrue.
Appendices D and E go into greater detail concerning, respectively, the legal and financial issues surrounding SRI.

(vi) Conclusion
We ask that the University develop an investment policy with the following hallmarks:

· Transparency
The University should commit to some system of disclosure of (i) its investment policy and (ii) the actual investments which it holds, both in terms of the fund managers which it uses, and the actual companies which it thereby invests in.
· Responsibility
The University should develop standards of what is and isn’t acceptable, from the standpoint of corporate social responsibility.  Especially important in this is how third parties are affected by corporate behaviour.
· Flexibility
The University should regularly assess and evaluate both its standards, practices and actual investment portfolio against both its financial needs and the ethical standards held by the University community.
We consider that much of the above could be best achieved in the context of a Joint Committee on Socially Responsibility (JCSR), which we propose establishment of below.

Appendix F details a number of commercial options and policy models that would be available to the University in implementing a policy with these hallmarks, including details of how such SRI committees as mentioned above work at other universities.
(vii) Proposal

The University should establish a Joint Committee on Social Responsibility.  It should be composed in equal parts of University Fellows, representatives of OUSU and of Alumnae.  The committee should be charged with establishing best practice for the socially responsible management of the University’s investment funds, upon the basis of all obtainable information.  The committee should be able to pass resolutions which are binding upon investment policy, unless positively revoked in University Council.
(viii) List of Appendices
A: Good Corporation Charter (available as .pdf from www.goodcorporation.com)
B: Corporate Irresponsibility (almost done – watch this space)
C: Successful Responsible Investment (done)
D: Legal Considerations (almost done – watch this space)
E:  Financial Considerations (almost done – watch this space)
F: Commercial options and policy models for responsible investment. (will be quite easy to assemble, have most data already).
� http://www.admin.ox.ac.uk/foi/


� Edinburgh: http://www.eusa.ed.ac.uk/societies/p+p/campaigns/sri/ethic.html .  St.Andrews: .  USS: http://www.ethicsforuss.org.uk/.  American Universities: http://www.sriendowment.org/





�If we are fighting for a SRI in each individual college plus the central fund, perhaps this should read “…Investment Policy for Oxford University Colleges and Central Fund”, or whatever its correct name is


�At least one sentence should be inserted here to define SRI, or a reference to a definition.


�This is an awkward sentence: “It should not be supposed that merely ‘asking’ will be effective without the implication of a sanction (or any consequence) for noncompliance.”


�Is this a proper noun?  Why not ‘members of the university’? And how do you know this?


�Sounds weak – why not ‘represents responsibility’ or ‘represents a form of responsibility’?


�Reference?


�No semi-colon.


�“As one of the world’s leading academic institutions it would embarrassing for Oxford to be one of the last to fully adopt SRI.”


�A colon?


�The presentation of this report isn’t great, but that may be because this is the first draft.  Bullet pointing this and the following points would be good.





