COUNCIL
Communication from OUSU on Socially Responsible Investment 
(a) Summary
Socially Responsible Investment (SRI) is an investment policy that takes into account the social, ethical and environmental impact of a company when investing in it. It is an acknowledgment that receiving a portion of a company's profits in dividends and capital returns is morally equivalent to the investor themselves directly engaging in the activities by which those profits were made. The case for SRI as a general principle has been made before and accepted by Council (c.f. (C(02)70)).  

Following a submission to Council on the part of OUSU, Council asked the Investment Committee to investigate the available options for SRI. At its meeting on 17 June 2002, Council agreed to endorse the approach contained within the Good Corporation Charter (GCC) 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. 

OUSU believes that this resolution is inadequate in a number of respects (for example, regarding the lack of effective monitoring systems for SRI policy), and this inadequacy could have an impact on prospective donors, as well as potentially leading to reputational damage for the University, particularly if one compares the University's policy with those other institutions in the UK and abroad. In addition, new charity reporting guidelines and the limitations of the GCC are also drivers for Oxford to re-evaluate the way in which it deals with SRI. Further information on all these points is provided in Section (c) below.

OUSU recognises the University’s need to adopt a measured approach, but there are clear core issues – around, for example, arms, tobacco, the environment, support for oppressive regimes, forced labour and slavery – on which the University could do much more develop an investment policy that is in keeping with the values of the institution, its members and the wider public. That is why OUSU has made the recommendations contained in Section (b) below.

(b) Action required

Council is asked to consider the following recommendations:

(i)
The University should develop a more proactive approach to Socially Responsive Investment, bringing its policy into line with the values of the University and its stakeholders, and with the policies of comparable institutions.
(ii)
The University should establish a Joint Committee on Socially Responsible Investment for periodically assessing its investment actions against its defined SRI policy and making recommendations to Council for future policy on investment.
(iii)
The University should seek advice from independent consultants on the range of SRI options available and their financial implications.

(iv)
The University should publish details of its investments on an annual basis and report on the action it has taken to ensure compliance with its SRI policy.
(iii) Further Information

Monitoring systems

There is currently no mechanism in place for Council to monitor or assure the effectiveness of the University’s approach on SRI, and OUSU has not been able to find out what the results of the policy's implementation have been, and whether it has been possible to assess its effectiveness. In addition, minutes are not taken of the meetings with investment managers through which implementation of the GCC is sought. There is also no mechanism to allow the University’s investments to tend away from corporations whose actions it finds unacceptable, and nor is there any provision for the University or its fund managers to pursue active investment and vote against a company's board when its actions are inconsistent with the University's ethical commitments. Thus, there is little incentive for companies to take seriously the approaches that are made on behalf of the University.

Reputational considerations

SRI is emerging as a routine consideration for higher education institutions worldwide, and Oxford is falling behind in this area, leading to a danger of reputational damage. The University's current policy suggests that it has no commitment to avoid or even engage with, for example, companies that provide arms to oppressive regimes. This will become increasingly apparent to the public, including prospective applicants, benefactors and academics, not only due to the Freedom of Information Act, but also because of the draft Charities Bill (see below). Oxford’s competitiveness in the increasingly competitive world of university funding may therefore be affected if donors start looking at a university’s investment criteria in the same way that a clear policy on research ethics has become a common requirement for research funding. 

SOAS and the University of East Anglia have both made commitments not to invest in arms companies, and the University of Edinburgh has moved from a policy of transparency (publicly disclosing all of its investments) to one of active investment implemented by joint committees of students and staff. Their policy allows “any group within the University to draw attention to any investment held by the University that is considered ‘unethical’” with criteria for judging whether action was necessary including, but not being limited to “human rights abuse, discrimination on grounds of race, gender or disability and serious and persistent environmental damage”. Abroad, many American Ivy League universities, including Columbia, Yale, Harvard, Dartmouth College and the University of Pennsylvania implement SRI policies, often through an Advisory Committee on Socially Responsible Investment.  

In addition, as public awareness of SRI continues to grow (which undoubtedly it is, as shown by the increase in investment funds in the UK which are subject to SRI criteria), so will its importance to alumni and other donors. Adverse public perceptions of the University's ethical standards would do nothing to help the University in an increasingly competitive environment for fundraising. Therefore, rather than falling behind, Oxford should strive to be a centre of international excellence in respect of its ethical, as well as its academic, standards.

The Charities Bill and the limitations of the GCC

There is currently a bill in parliament that will make Oxford subject to the same reporting requirements as other charities. There are specific Charity Commission “Statement of Recommended Practice” reporting requirements (SORP 2005) that make transparency of investments more important than ever before. Reporting needs to include: 'Where material investments are held, the investment policy and objectives, including the extent (if any) to which social, environmental or ethical considerations are taken into account'. Adherence to the GCC may not be sufficient, as the Charter is itself limited, and does not consider the impact of a corporation’s activities upon third parties – those who are neither employees nor contractors - and nor does it consider environmental impact. 

Support within the University

Finally, there is clearly great support for SRI within the University. In 1999 over 100 Oxford fellows joined the ‘Ethics for USS’ campaign, which led to the Universities Superannuation Scheme becoming one of the largest socially responsible investors in the UK. Many students from across the University are involved in OUSU's SRI campaign and the large number of autonomous college SRI campaigns. A majority of JCRs, alongside some MCRs, have passed motions in support of SRI, often overwhelmingly, and a number have further demonstrated their own commitment by transferring JCR funds to banks with explicitly ethical lending policies. Students have also expressed particular concern about University investment in the Arms Trade.










