Socially Responsible Investment & Investment Transparency

Introduction:
Ethical or socially responsible investment (SRI) 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.

Background:
Ethical investment or SRI involves considering the ethical, social and environmental performance of companies when selecting them for investment, as well as their financial performance. 

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.

Why Invest Ethically:
Ethical or socially responsible investment can present a number of benefits to investing institutions.

· Responding to public, student and alumni demand – 75% of adults believe their pension funds should operate an ethical policy. Closer to home, in a recent survey of over 100 Oriel students, 75% or JCR and MCR members wanted to see transparency with regards to college investments. An average of 65% specified a preference for SRI with respect to human rights issues (69%), environmental concerns (68%), oppressive regimes (70%) and the arms trade (56%)
.
· Financial Interests – 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 – a number of Universities have divested from Tobacco companies on the grounds their activity conflicts with the research aims of the University. 
· Following the lead of other Universities, and taking a lead amongst Oxford colleges – Half of the Ivy League Universities  in the United States (Brown, Columbia, Harvard & Yale), have transparent and robust SRI policies and in the UK Edinburgh University and St Andrews have recently implemented SRI policies. Whilst some Oxford colleges have informal SRI policies, none yet have made a strong public commitment to SRI. 
Ethical Investment Approaches

There are a number of different approaches to ethical investment:

· 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. 
· 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
· 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.
Financial & Legal Implications:
Concerns may be raised that SRI could come into conflict with the duty of trustees to “obtain the best financial return from the charity’s investments, consistently with commercial prudence”.
 

Guidance to charities states that: “Investments can be excluded on ethical grounds, provided it is shown to be in the charity’s interests and that divesting does not result in an overall loss or decline in investment performance.”  Whilst investments may not be excluded simply in the interests of the trustees, investments may be excluded (with financial loss) “if they would result in a loss of financial support from subscribers” or “if a particular company …carries out activities which are directly contrary to a charity’s purposes and, therefore, against it’s interests and those of its beneficiaries.”. In cases where there is no direct conflict between the activities of a company and the aims and objectives of a charity, then SRI policies are still permissible providing they will not result in a financial loss.
 
Evidence is beginning to emerge that many ethically screened investments may be less volatile than the average stock market investment fund and it is possible to obtain at least an equal rate of financial return on investments whilst exercising SRI principles. There are a variety of services, including the Ethical Investment Research and Information Service (EIRIS) which will help investors to screen their holdings whilst maintaining an equal level of return. 

Draft Proposals SRI and Student Engagement in Oriel:

The following points sketch out one possible option for SRI in Oriel College:

1. Transparency –  a first step towards, and essential ingredient of, Socially Responsible Investment, is transparency. A policy should be created to annually publish a list of college investments, and make such a list available on request.

2. Investment Oversight Mechanism – a system should be established for the periodic (at least annual) or systematic review of investments and for ethical concerns about investments to be raised. This review should take into account views from the JCR, MCR and SCR. 

3. Socially Responsible Investment Policy – informed by the first review and consultation amongst JCR, MCR and SCR, and influenced by subsequent reviews, a Socially Responsible Investment policy should be drawn up and put into place based on preference, screening or engagement. 
� Students were asked whether the first two issues (human rights & the environment) should be taken into account in investment decisions, and whether the college should actively divest from companies engaged in the second two (oppressive regimes, the arms trade). A full breakdown of survey responses and results is available. 


� CC14 – Investment of Charitable Funds: Basic Principles, Charity Commissioners


� Ibid.





