The Process of Ethical Investment

Introduction

This chapter contains an account of how the various parts of the Stewardship team - the Committee of Reference, the investment managers, and the marketing department - work together to make an ordinary unit trust into an ethical unit trust. In an important sense these procedures constitute the tradition of practice of ethical investment, they also exemplify what is ethical about ethical funds. An grasp of these procedures offers, better than any definition, an understanding of just what ethical investment is. It also forms the basis for the argumentative engagement with the tradition of practice of ethical investment which occupies the second half of this thesis. As in the previous chapter, I focus on Friends Provident Stewardship. As I said before, this is appropriate because Stewardship is the first and foremost family of funds in the UK. However,  there are various respects in which other ethical funds differ in important ways from Stewardship. I will indicate these differences at the end of this chapter.

Stewardship’s investment policy

All unit trusts have an investment policy which guides and limits the choices made by the fund manager as he or she manages the portfolio. This policy is related to the purpose of the fund. Some funds are devoted to maximising capital growth, others aim at producing a good annual income, some try for a mixture of the two. Alternatively the policy may relate to the geographical spread of the companies invested in. Some funds invest in UK equities, others in the stockmarkets of other countries, or regions - North America, Europe, emerging markets, etc. Some funds have a policy of investing widely across the stock market, other funds invest in particular industry sectors such as high technology stocks, or property companies, companies that do well in recessions, etc. The Stewardship funds are no different in this respect. The policy of the main Stewardship Unit Trust is to concentrate on UK companies, and to achieve long term capital growth with an increasing dividend income. The general policy of the Income Trust is also to concentrate on UK companies, but to provide an above average and increasing income with the prospect of some capital growth. The general policy of the North American Stewardship Trust is to produce long term capital growth, but it does so by investing in North American companies. The Stewardship funds do not have a policy to limit their investment to a particular industry sector, but instead they have an ethical policy which limits their portfolio on various ethical and environmental grounds. This is what makes them different from ordinary unit trusts. However, the limitations imposed by the ethical policy on the number of companies that can be invested in are not much different in effect from the limitations imposed by the more conventional kinds of specialist investment policies.

‘Investment Selection Criteria’

Stewardship’s ethical investment policy is formally specified in a document called ‘The Investment Policy Criteria applied by The Committee of Reference in advising Friends’ Provident Unit Trust Managers Ltd.’ (IPC Document, 1996). The complete text of this  document is not published and not made available to outsiders.� Excerpts of it are sometimes made available to unit holders in correspondence to illustrate a particular point. The document currently has two parts, a two page introductory section with 3 parts, and the main body of criteria divided into 29 sections, running to some 11 pages. 

Section 1 of the introductory part is a summary of the trusts investment policy. This states: 

The aim of the “Stewardship” Trusts is to invest in carefully selected companies whose products, services and operations make a positive contribution to society generally. The Committee of Reference and the Managers of the Stewardship Trusts seek to identify companies which demonstrate a socially responsible attitude in all aspects of their business, notably including consumer and labour relations and care of the environment. The Trusts will, so far as practicable, avoid investments in companies involved in the supply or production of armaments; or which cause environmental damage or pollution; operate in countries under oppressive regimes; exploit animals; or which are involved in the production of alcohol, tobacco or pornography; or involved in gambling.’ (IPC Document:i)

This is an important statement because section three of the first part of the IPC Document states that ‘The Committee is obliged to interpret and give effect to the advertised investment policy’ (IPC Document:ii). Marlene Winfield of the Committee of Reference explains that the most important part of this statement is the first sentence which commits Stewardship to the aim of investing in carefully selected companies whose products, services and operations make a positive contribution to society. The rest of the statement tells how that over-riding objective will be met, offering examples which are of concern to the Committee.  For the most part these examples have remained constant throughout the life of Stewardship. However, the Committee recognises that occasionally there are grounds for change. The clearest example of this is the case of South Africa. Stewardship used to have a policy of excluding companies with operations in South Africa. With the collapse of apartheid, the Committee decided to cease the exclusion of such companies. Changes might arise for other reasons, for example, sometimes new information becomes available, as it has in the case of water pollution; new problems emerge, for example, the growing concerns about biocides; and new positive initiatives, such as the emergence of environmental certification schemes. 

Section 2 of the Introduction contains some brief notes about the role of the Committee (amounting to 2/3 of one page). This states that the Friends Provident managers are by law required to be responsible for the selection of investments ‘Therefore, the Committee’s role is to try to help the Managers to fulfil with sensitivity the advertised investment policy, so that investors and prospective investors can feel confident that it is interpreted and implemented in appropriate ways.’ (IPC Document:1) 

This section says that 

‘The Committee sees its role as a positive one, always considering investments from the stance of the advertised investment policy to analyse the long-term benefit which particular companies bring to the community. The difficulties of fulfilling this positive role should be fully recognised, for example:

There are real problems involved in obtaining and analysing relevant information about the detailed activities and performance of a number of companies; and different investors have many different interests and concerns, so problems can often arise in assessing the relative importance of different investment criteria.’ (IPC Document:1)

Section 3 lists the main headings into which Stewardship’s policy is divided. The major content of the IPC Document is a large section entitled ‘The Stewardship Unit Trust’s Investment Selection Criteria.’ This consists of half a page of explanatory notes followed by 11 pages of detailed information about the criteria used by the Committee to screen companies for investment.�

The full IPC Document criteria are rather more detailed than those listed in the published material. For example, concerning the issue of water pollution, the published material says: 

‘Environmental destruction. 

This includes activities considered to degrade the environment, such as unacceptable levels of water pollution, destruction of natural woodlands or forests, and the manufacture or use of pesticides or ozone depleting chemicals.’ (Stewardship, 1996)

Whereas the full IPC criterion is:

‘Water Discharges

The Trusts would definitely not invest in company groups which had breached their discharge consents for more than 35 times a year;

the Trusts would not normally invest in company groups which had breached their discharge consents for more than 10 times per year;

the Trusts would preferable not invest in company groups which had breached their discharge consents for more than 5 times per year;

the Trusts would not normally invest in company groups which had exceeded a discharge consent on the same parameter three or more times at any one sample point in the last year covered.’ (IPC Document:10)

Of the individual criteria categories mentioned above, most are dealt with by a short paragraph of text, with some (including animal testing, military sales, oppressive regimes, tropical hardwood, pesticides, and third world marketing) getting from half a page to one page of commentary. 

Nature of Stewardship criteria

One important general feature of Stewardship criteria is that they apply not simply to individual companies, but to company groups. This in fact applies to all EIRIS criteria (and to other ethical unit trusts which use EIRIS). This seems to be based on the reasonable idea that a parent company must take responsibility for the practice of its subsidiary and associate companies, but it does occasionally mean that a company which is itself exemplary, may find itself excluded because it has a subsidiary or associate company which, on Stewardship criteria, has a poor ethical record.  Another feature of Stewardship criteria is that a strong distinction is made between positive and negative criteria. Negative criteria are employed to rule out companies considered to be doing harm to the world or its people, while the positive criteria are used to include companies which make a significant positive contribution to society. When it comes to specifying these criteria, the IPC Document covers negative screening criteria in rather more detail than positive. This balance of detail is also reflected in EIRIS’s criteria questionnaires.

It is also worth emphasising that the Stewardship criteria are standards used for screening companies, and generally not ethical positions in themselves. However, at least some of these criteria may be considered to imply ethical positions. For example, on the issue of pornography the published criterion says:

Stewardship seeks to distinguish between, on the one hand, published materials of real aesthetic merit which reflect and celebrate the physical and sexual nature of men and women, and on the other hand, clearly offensive portrayals of physical and sexual relationships in which personal caring and human dignity are either absent or insignificant. (Stewardship, 1996)

This investment policy begins to imply an ethical position. Rather than simply saying that Stewardship will not invest in companies involved in pornography, it seeks to define what is at issue ethically in the production of images with sexual content.� This being said, the purpose of the IPC Document is not to set out moral positions, but to state clear criteria in the form: ‘Stewardship will not normally invest in companies which do X’. While the Committee does not tend to publish or write down moral positions, they are frequently articulated by Committee members in their meetings. Indeed many members of the Committee have very strong moral principles, in some cases deriving from their religious convictions. For example, Stewardship’s unequivocal avoidance of companies involved in armaments is, at least for some members of the Committee, supported by the Quaker Peace Testimony. 

On many ethical issues the criteria commit Stewardship to excluding companies which fail to meet the criteria without exception. Stewardship would never, for example, invest in a company group which was involved directly in the manufacture of weapons systems. However on many issues Stewardship is prepared to make exceptions. Stewardship’s founding principle is that it should strive to invest in companies which on balance make a positive contribution to society. ‘On balance’ means that frequently Stewardship will invest in a company group which does some minor harm, because it does considerable good which the Committee regards as outweighing that harm. Part of the reason for this approach is the judgement that there is no such thing as a perfectly ethical company. Investment in every company must therefore be based on the acceptance of some imperfections. There are various ways in which the criteria reflect Stewardship’s recognition of the need to weigh up the positive against the negative. The main way is that a wide range of criteria are not presented as absolute, but are qualified. Typically the IPC Document says that Stewardship would ‘not normally’ invest in companies involved in certain activities considered unethical; or it would ‘preferably not’ invest in certain kinds of companies; or it would only invest in companies engaged in certain kinds of activity ‘only in special circumstances’ or ‘only in the most exceptional circumstances.’� Perhaps the majority of the Stewardship criteria are qualified in this way. The terms ‘not normally’, and ‘preferably not’ have a specialised meaning as far as the Stewardship criteria are concerned. ÔNot normallyÕ was the original qualifying term used in the 1980s, ‘preferably not’ was introduced later. ÔNot normallyÕ refers to certain kinds of issue which, while of concern, can be over-ridden either by specific caveats outlined in the criteria itself, or by countervailing positive achievements. In such situations the IPC Document stipulates that the Investment Sub-CommitteeÕs reasoning for a Ônot normallyÕ being over-ridden should be minuted. One example of ‘not normallyÕ is that Stewardship would not normally invest in companies whose Ôadvertising is clearly deceitful, offensive or offends public good taste.Õ ‘Preferably not’ differs from ‘not normally’ in that it specifies some generic conditions when ‘preferably not’ criteria can be over-ridden. These are when the company concerned has either: positive features in other areas; is ‘best of the bunch’; or is ‘moving in the right direction’ (IPC Document:3). It also includes issues which are treated as ‘monitor situations’. A monitor situation warns of a relatively mild ethical problem with a company which requires special attention from EIRIS to examine the issue in its research reports and portfolio screens.

Another way exceptions are made is based on quantity. On some issues companies are excluded from Stewardship’s portfolio whatever the scale of their involvement (e.g. companies which manufacture weapons systems). On other issues companies are excluded only if the amount of business attributable to that activity is greater than a certain proportion. There are a variety of different ways in which this threshold proportion is measured - sometimes it is 10% of the company’s turnover (e.g. alcohol and tobacco sales), sometimes it is if the offensive activity is the company’s ‘main business’ (e.g. livestock breeding), and sometimes it is an absolute figure - a turnover of greater than £1m (e.g. gambling). 

These quantitative qualifications can be applied mechanically. Such quantitative exceptions are common amongst ethical unit trusts. Indeed many of the standard criteria which EIRIS uses have quantitative qualifications. The rationale for such exceptions is that company groups may be engaged in some activities regarded as unethical but these activities make up only a very small portion of their total activities, and may be counterbalanced by the larger positive contribution of such companies. Whatever the ethical questions about such a compromise, it has considerable practical value in that it widens the universe of companies available for investment. Such quantitative exceptions are easy to integrate into the EIRIS database procedures, and so can be applied without the attention of the Committee of Reference. The same is not true of the more qualitative qualifications, such as criteria which ÔnormallyÕ apply. These criteria are not easy to apply mechanically, but instead depend on more subjective judgements about what counts as, for example, an exceptional circumstance; about how strong positive attributes have to be in order to over-ride ‘preferably not’ and ‘not normally’; what counts as the ‘best of the bunch’, and what improvement counts as ‘moving (fast enough) in the right direction’. These decisions are the time consuming work of the Committee of Reference and Investment Sub-Committee. The application of the IPC Document requires considerable interpretation and judgement from the Committee. As the marketing literature says, the Committee of Reference 

‘wrestles long and hard over the criteria and the identification of appropriate companies in which to invest. This is a challenging task, often requiring careful judgement about the correct balance between the positive and negative criteria relevant to any particular company.’ (Stewardship, 1996a:4) 

One consequence of this interpretative process is that the ethical policy of Stewardship is significantly more than the contents of the IPC Document. On many matters of judgement the Committee has, over time, produced precedents, and settled on various agreements about what these various qualifications mean. Much of Stewardship’s policy then is not ‘statute law’ contained in the IPC Document, but ‘case law’ held in the minutes of the meetings of the Committee of Reference and Investment Sub-Committee, and in the memories of the members of the Committee. 

Communication of the ethical policy

The ethical investment policy is communicated by the marketing department principally through their six page The Stewardship Investment Criteria. This includes a general statement of the ethical policy which states that Stewardship ‘seeks to invest in companies which make a positive contribution to society, and avoid those which harm the world, its people or its wildlife’ (Stewardship, 1996b:2). This is specified in more detail by lists of various criteria categories. The positive criteria are listed as:

‘supplying the basic necessities of life

providing high quality products and services which are of long term benefit to the community

conservation of energy or natural resources

environmental improvements and pollution control

good relations with customers and suppliers

high employee welfare standards

training and education

strong community involvement

a good equal opportunities record

openness about their activities.’ (Stewardship, 1996a:4)

The negative criteria are:

‘environmental destruction

unnecessary exploitation of animals

trade with oppressive regimes

pornography

weapons manufacture

exploitation of third world countries

tobacco or alcohol production

nuclear power

gambling

offensive advertising.’ (Stewardship, 1996a:4)

In addition the Stewardship Investment Criteria document provides roughly 50 words on each of the broad topics, for example, under the heading ‘environmental destruction’ it says:  

This includes activities considered to degrade the environment, such as unacceptable levels of water pollution, destruction of natural woodlands or forests, and the manufacture or use of pesticides or ozone depleting chemicals. (Stewardship, 1996b:4).

This information gives rather more detail about Stewardship’s ethical policy than is published by most ethical funds. However, it is not intended that this document should give a full account of what Stewardship’s policy is on each particular issue. In general, ethical funds encourage companies to increase their levels of disclosure of information to the public. Why does Stewardship not publish its ethical policy in full? Those involved in Stewardship offer several arguments against doing so. Firstly, it is suggested that to publish the investment selection criteria document would be misleading. As we have seen, the actual application of the ethical policy is based on interpretation by the Committee of Reference, and is not fully explained by the IPC Document alone. Secondly, the Stewardship investment policy is intellectual property resulting from many years of work, largely paid for by Friends Provident, and so it is argued that to make it available to Stewardship’s competitor funds would be unreasonable. Thirdly, on many of the ethical issues there are people who will disagree strongly with the position the Stewardship Committee of Reference has taken. For example, there are many animal welfare activists who take a much more extreme position than Stewardship takes on animal issues. It is feared that publishing the full criteria would invite considerable debate from members of the public which the Committee of Reference is not well equipped to handle, and which may lead to misleading and inconsistent press coverage of Stewardship. Finally, criteria are evolving, and it is suggested that it would be confusing to unit holders to send out revisions. 

While Stewardship currently does not publish its detailed ethical policy, it will make available more details about their policy on particular issues to individual investors on request. This is helpful. And the new Stewardship newsletter contains brief case studies indicating why Stewardship chooses to invest in particular companies. As these case studies accumulate, and if they offer detailed examples of the Committee’s reasoning, this will serve to communicate the spirit of the ethical policy, without falling foul of all the objections above. The Committee of Reference also intends to produce and publish more detailed accounts of its position on particular issues. As I have already reported, the first such statement was on the subject of animal rights. This is a considerable step forward, as the statement conveys much information about the complexity of the issue, and the position that the Committee has taken. It is worth noting that while Stewardship does not publish its ethical policy in detail, EIRIS publishes its Money and Ethics guide (EIRIS, 1996a) which contains a small amount of information on the Stewardship ethical policy which is not mentioned in Stewardship’s own published material. More significantly, the guide also provides figures for the percentage of Stewardship’s portfolio which passes EIRIS’s own criteria (many of which are published in the guide). With careful interpretation, the EIRIS guide therefore serves as a rough indicator to StewardshipÕs ethical policy.�

Production of the ethical policy

The Stewardship ethical policy is produced and controlled by the Committee of Reference. The current policy, described above, is the result of a gradual evolution from an initial document produced in 1983 which was shorter and listed fewer criteria. It has gradually grown. Many sections have been changed, some quite radically. The most notable changes concern the adoption of a number of environmental criteria in 1986 and 1987, and the change of circumstances in South Africa in the 1990s. In the latter case, Stewardship used to have a detailed policy of exclusion of companies with involvement in South Africa, but now is prepared to invest in such companies subject to its other criteria. (Although it does pay special attention to levels of pay and disclosure by companies operating in South Africa.) 

The work of developing the ethical policy is focused around meetings of the Committee of Reference. One part of each meeting is devoted to the consideration of particular issues. For example, at the March 1996 meeting the Committee considered changing the current Stewardship policy on pesticides and greenhouse gases and considered the possibility of considerably extending the range of positive environmental criteria, and adding some positive criteria on South Africa. In each case, discussion was based on a short report produced by EIRIS on the subject. Usually these reports arise from a suggestion by EIRIS to which the Committee responds. In the December 1995 meeting, the Committee prioritised a set of criteria topics which it wished to discuss. EIRIS was instructed to prepare reports on these topics - including those on greenhouse gases and positive South Africa criteria. Alternatively, EIRIS reports arise in response to a particular contingency - the pesticides report arose in response to a letter from a unit holder who asked the Committee to consider investing in a well known chemist (see below). The reports are a few A4 pages in length, and are circulated to the Committee in advance of the meeting for individual consideration. Each of the reports for the March meeting included:

a note of the current Stewardship criteria, where appropriate,

a brief survey of some of the key issues in question, 

a selection of indicators or benchmarks which the Committee may consider as possible new or alternative criteria,

some definitions,

and a short list of questions for the Committee to discuss and try to resolve at the meeting.

In addition, the report on South Africa also included some results from a survey of 970 Stewardship unit and policy holder’s attitudes to various issues.� While these reports are brief, they provide a useful summary of many of the questions and concerns of unit holders. The EIRIS reports and the portfolio screens it provides, constitute a document that often runs in excess of 100 pages. Copies of this document are circulated to those attending the meeting, and given detailed consideration by the Committee members. 

Committee of  reference discussion of pesticides criteria

In the March 1996 meeting of the Committee, the first EIRIS report to be considered  by the Committee concerned pesticides. This particular report was commissioned by the Investment Sub-Committee, as a result of a letter from a Stewardship unit holder. The letter asked the Committee to consider adding the well known chemist to the Stewardship portfolio. This request prompted a re-examination of the reasons why the chemist was currently not considered an acceptable Stewardship investment. In this case, one of the criteria which the company failed to pass concerned a fly killer which it retails and which contains Dichlorvos, a ‘Red List’ chemical.� The Committee had already corresponded on the insecticide in question with the Director of Investor Relations. He had told the Committee that the Red List applied to substances likely to be released into the water system, but fly killers were not very likely to do this and so arguably the Red List was not a very sensible standard to apply. The Committee, however, had in the past taken a broader stance to Red List chemicals, excluding companies which made products which contained them, whether they were likely to get into the water system or not. The Investment Sub-Committee therefore requested that EIRIS investigate this matter, and review the Stewardship criteria.   

The EIRIS report lists two of the chemist’s products which contain Dichlorvos - the fly killer mentioned above, and a moth killer. It noted the company’s position together with some arguments against the use of Dichlorvos. Firstly that it is an acute hazard to birds and benign insects such as bees; that a number of poisonings have been reported from agricultural and public use; that there are alternatives to Dichlorvos in fly killers; that in the US Dichlorvos is to be banned after January 1 2001. EIRIS then quotes a series of press reports critical of Dichlorvos. It then offers a series of quotes from This Poisoned Earth: the Truth About Pesticides by Nigel Dudley which give an alarming picture of the risk posed by pesticides. Following this, the EIRIS report lists the current Stewardship criteria on pesticides; three alternative indicators from its own list of criteria on pesticides; and a short discussion which, among other things, notes some evidence that suggests that pesticides are one of the more significant concerns of EIRIS’s private clients.� EIRIS’s report on pesticides for the Committee is slightly unusual in that it focuses as much on the use of a particular chemical by a particular company, as on the general issues. 

As it turned out, in the CommitteeÕs discussion there was little detailed consideration of Dichlorvos. The discussion of the pesticides criteria took place at a rather more general level. There were six existing criteria on pesticides which state that the Friends Provident Trusts would not normally invest in the companies which manufacture pesticides and pesticide ingredients; the formulation or marketing of pesticides known to cause problems, to exceed their limits in the water, to have been known to kill birds or mammals, to be commonly misused, or to cause harm to humans; and company groups which had been prosecuted by the Health and Safety Executive or National Rivers Authority. There was agreement that these pesticides criteria could be improved. For example, the first (of six) criteria which was used states that the Trusts would not normally invest in company groups that: ‘manufactured pesticides (including any company group that manufactured the chemicals that made up, or went into the formulation of, a pesticide)’ (IPC Document 1995).  The problem with this is that it contains an ambiguity: many of the ingredients of pesticides are themselves not harmful at all or, at least, not particularly harmful. However, this criterion does not appear to distinguish between harmful ingredients and harmless ones. Another question that was discussed was whether the criteria were used to exclude environmentally friendly or organic pesticides. EIRIS was able to assure the Committee that this was not the case.  An even more general question was the issue of whether there was ever a positive case for using pesticides. Charles Jacob pointed out that in many areas of the Third World the use of pesticides was of considerable positive benefit in limiting the damage done by pests such as locusts, and restricting diseases such as malaria. This issue in particular illustrates the scale of some of the problems with which the Committee has to Ôwrestle long and hard.Õ The Committee has to decide between excluding companies which manufacture pesticides because pesticides can be harmful to the environment, and supporting companies which manufacture pesticides because pesticides can be of great benefit to human health and agriculture. There was, at least at this Committee meeting, no time to resolve this dilemma. Discussion concluded with the invitation to EIRIS to offer some new criteria, which were accepted with some modifications at a subsequent Committee of Reference meeting. The new criteria are sharper than the old ones, but they still do not address the central dilemma surrounding the environmental costs, and the health benefits of pesticides. 

Of course the case by case method that the Committee uses to address difficult dilemmas means that this problem will be addressed in future discussion of individual companies. As I said previously, the ethical policy of Stewardship is rather more than the IPC Document, but it is also based on the accumulated Ôcase lawÕ of the decisions the Committee makes. This means that the ethical policy evolves not just at the main Committee of Reference, but also at the Investment Sub-Committee, as it considers individual companies (ÔcasesÕ), and sets precedents about how the IPC Document should be interpreted.

In addition to the formal Committee meetings, policy is also sometimes made at occasional private meetings of the Committee. One such meeting took place in the week before the March 1996 Committee of Reference meeting. This meeting was the culmination of two years of intensive discussion on animal testing which failed to achieve consensus. The need for consensus came to a head when an ethical IFA who has clients with strong views on animal testing issues asked for clarification on Stewardship’s animal testing policy. This private meeting led to the publication of the Committee’s ‘Statement on Animal Testing’ (see below, p.� PAGEREF Animal �156�). 

Source of authority for ethical investment policy

As we have seen, the Committee of Reference is practically responsible for the ethical policy. With the help of EIRIS, it develops and chooses the criteria which are to be used to place limits on investment. But whose ethical views does the policy seek to represent? There are several possibilities: the views of the Committee of Reference members, the views of the unit holders, the views of the general public, the views of Friends Provident? It appears that it may be a combination. The individual members of the Committee of Reference each have views on various ethical matters, and they agree upon criteria based on these views. On some issues the Committee is unanimous, while on others there is some disagreement about the ethical position the Committee should take. In the latter case the Committee is usually able to come up with a compromise around which a consensus can be built. The Committee does not tend to operate by majority, but by consensus. There is in fact only one occasion in the CommitteeÕs history where a vote has been sought on an ethical issue. This was on the question of whether Friends Provident should be asked to develop an alternative fund with a very tight restriction on animal rights issues. The Committee voted five votes to one against this proposal.

While formal decisions about Stewardship’s ethical policy are taken only by the Committee, in practice there are a number of informal influences on these decisions. For example, the investment managers have an effect on the direction of Stewardship policy. Occasionally the investment managers will put the case for a more relaxed stance on ethical issues, particularly those which might lead to the acceptability of Ômarket leaders.Õ This would allow them to diversify and strengthen their portfolio at various stages in the economic cycle. Conversely, they also make arguments for resisting further ethical limitations on the range of acceptable companies. Here is an example of one such intervention. In the Investment Sub-Committee meeting in May 1996, a fund manager intervened on the issue of South African employment policies. He argued that there were a number of large blue chip UK companies which were excluded from the Stewardship portfolio because they failed on the South African employment criteria. He noted that because Stewardship had a strong weighting towards smaller companies, it would tend to underperform when the smaller companies sector underperfomed. He argued that this underperformance could be avoided if the fund managers were given permission to buy the shares of some of the larger companies. Of course this is a purely financial reason for changing the ethical policy, not an ethical one. However, he also offered an ethical argument to the effect that it was perhaps invidious to have a policy on the employment practices of multinationals in South Africa, while not adopting similar employment policies for multinationals operating in other developing countries. The response of the Committee was that South Africa was a special case and that ÔreparationsÕ needed to be made for the years of apartheid. However, the Committee did agree to look into the matter further. Later in the same meeting the fund manager commented that relaxing the criteria on pesticides would enable Stewardship to invest in some useful stocks in the health sector. In neither case was his intervention decisive. While the Committee of Reference listened carefully to his detailed observations, it did not agree. In these cases the fund manager acts as an advocate for the financial interests of the Stewardship fund, and the Committee has the discretion to reject these interests on account of their ethical commitments.

In addition to those attending the meetings who influence the compromises that result in the Stewardship ethical policy, there are, metaphorically speaking, a few Ôempty chairsÕ around the Committee of Reference table. One ‘chair’ is filled by the opinions of general ethical investors. Some indication of these opinions is derived from questionnaire research by EIRIS of its own members. While such questionnaires impose limitations on the quality of information that can be gathered, they offer a useful source of information. When there appears to be particular concern on an issue, the Committee will often respond. A second and more significant Ôempty chairÕ is occupied by the Stewardship unit holders. Charles Medawar thinks that an important practical test for deciding whether to change a criterion is whether such a change could be justified in good conscience to the unit holders. He says that one way he thinks about this is by asking ‘What would unit holders think if they had all these facts available to them?’ Any change the Committee makes to its ethical policy risks bringing the policy into conflict with the personal ethical views of current investors. One important need for such a test is that for many Stewardship investors termination of their Stewardship pension policy, say, would involve significant financial penalties. The general approach which Charles Medawar recommends for reducing this risk is a ÔratchetÕ approach. The criteria may get tighter, but not looser. This recommendation has not always been followed. For example, it is possible that the animal testing criteria could be regarded as having been slightly relaxed over time because of the realisation that the old policy had rather extreme implications. The problem with the ratchet approach is that people change their minds on ethical issues. Over time some issues cease to be significant concerns, and others emerge to replace them. Applied strictly, the ratchet approach might mean that one should never relax an ethical criterion, even when few people seem concerned about it. In fact, as Marlene Winfield comments, the ratchet metaphor is too simple. The Committee frequently seeks to improve criteria so that they better reflect their assessment of the issues and of the concerns of unit holders. The most obvious example of this is the case of South Africa discussed above. 

Another problem the Committee has in trying to manage the ethical policy so as not to bring it into conflict with the beliefs of the unit holders, is that it is difficult to get representative and detailed information about the views of the latter. The Committee’s main sources of information about the unit holders views are threefold: the letters written by unit holders,  questionnaire surveys on the views of unit holders, and the views of IFAs who specialise in ethical investment. The first certainly offers a good indication of the views of the unit holders who write to the Committee. But there are reasons for thinking that the views of those who write to the Committee might not be representative of unit holders as a whole. The second does not suffer from this problem: Stewardship’s recent questionnaire survey received over 5,000 responses, and data from it can more reasonably be claimed to be representative. However, as the Stewardship process demonstrates, ethical issues are complex and have many dimensions, it is exceptionally difficult to try to gain detailed information about complex views from self-completion questionnaires. The third source, ethical IFAs, certainly provides useful information, if for no other reason than IFAs regularly talk to unit holders. However IFAs have their own financial interests and ethical convictions which may colour their reports of the thinking of unit holders. The Committee, therefore, is constrained in its information for judging what the unit holders are thinking.

Applying the ethical policy

The purpose of the ethical policy is primarily to select those companies which are acceptable for investment. There are two aspects of this. Firstly, to exclude those companies which fail to meet ethical criteria and, secondly, to identify those companies which have special positive attributes. As I said in the section on criteria above, most of the Friends Provident ethical criteria have indefinite quantitative or qualitative elements. This means that they cannot be applied automatically - for example, EIRIS can not simply take the Friends Provident criteria and apply them mechanically to produce an acceptable list of companies. Additional interpretation by the Committee is necessary to produce the acceptable list. This is done at each meeting of the Investment Sub-Committee and occasionally at meetings of the main Committee of Reference. 

One reason the Committee might examine a particular company is because it has been highlighted by the EIRIS ‘portfolio screen.’ This screen is produced by using the EIRIS database to apply the Stewardship criteria to the companies in its current portfolio. For each Committee of Reference meeting, EIRIS produces a portfolio screen which reveals if any company in the Stewardship portfolio has changed its ethical status. This might happen if a company starts up a new business operation in an unethical area, or more usually if a company acquires another. The portfolio screen is delivered by EIRIS in the form of a table, with the companies listed in rows and the ethical criteria categories in columns. If a company in the portfolio transgresses in a particular category, an asterisk appears in that column. Sometimes the asterisk appears in a category requiring absolute exclusion in which case there is no further discussion. But frequently the asterisk appears in one of the columns with a criterion in which the Committee allows exceptions to be made. Such cases do not lead to automatic exclusion but require the Committee to decide how serious the failing is, and whether the company’s positive contribution is sufficiently good to outweigh the negative aspect. 

Another slightly different reason for reconsidering a company is that several companies in the portfolio are described as Ômonitor situationsÕ on the portfolio screen. EIRIS pays special attention to these companies, and if in the particular areas to be monitored a change is noticed, this may lead to new discussion of the company. The other main reason for discussion of a particular company is that it is the Committee’s procedure to  review all companies in the Stewardship portfolios on a rolling basis. All companies are considered at least once every three years.

The selection of companies

While the main Committee of Reference does look at companies which have changed their status since the last Investment Sub-Committee meeting, most of the work of selecting companies is done by the Investment Sub-Committee. Discussion of each company by the Investment Sub-Committee is facilitated by detailed company reports produced by EIRIS.  Each contains information about contact with the company, the Committee of ReferenceÕs rating of the companyÕs acceptability, and the bulk of the report is a listing of those areas of the companyÕs activities which fall short of the negative criteria or exceed its positive criteria. There are several different steps in the Investment Sub-Committee process. If a given company fails to meet one of the strict, objectively defined, ‘definitely not’ negative criteria it is invariably classed as unacceptable. If such a company is one of those which is currently in the portfolio and has changed its status, then instruction will be given by the Committee to the fund managers to dispose of it within six months. On occasion a case is made, usually by the fund manager, that there may be special circumstances. For example, the company may have recently acquired a company with a subsidiary which produces alcohol, but has committed itself to disposing of the subsidiary. Under these circumstances, the order to divest awaits clarification of that circumstance.

It is relatively easy for the Investment Sub-Committee to make a decision about companies which fail to meet strict ‘definitely not’ negative criteria. It is harder to do so with the qualified negative criteria (‘not normally’, ‘preferably not’, etc.). What are the circumstances under which these negative criteria are over-ridden? There are three examples shown in the IPC Document. 

if a company’s activities make a significant positive contribution

if a company is the best of the bunch

if a company is improving in the area of concern

Implicit in the criteria one can perhaps add:

if a company’s unethical activities are an insignificant part of its business

There are good reasons for making use of each of these grounds. Stewardship has always had the aim of investing in companies which make a positive contribution to society, rather than the negative aim of seeking to avoid every company with the slightest flaw. Indeed such a negative policy may yield a very small portfolio indeed! Consequently, the Committee makes frequent use of these qualifications to its ‘not normally’ and ‘preferably not’ criteria. Perhaps a fifth of the companies in the Stewardship portfolio are considered acceptable by the Committee of Reference on the grounds listed above. This makes Stewardship’s approach more subtle than that used by many ethical funds. Rather than simply drawing up a list of negative criteria and excluding companies which fail to achieve them, it seeks on many issues to make an overall judgement of that company’s contribution. If an excellent company is let down by one or two modest failings, then it seems reasonable to support it with investment. This is certainly less puritanical than the practice of excluding any company, however good, once it is ethically ‘tainted’ to the slightest degree. The decision about when the good a company does outweighs the harm it does is largely a matter of the Committee’s judgement. The decision rests partly on what the criteria say,  partly on precedents set by the Committee on previous similar cases, and partly on fresh judgement. While there are a set of positive criteria, there is no formal set of rules which say what counts as a sufficient positive contribution, or how to decide which is best of the bunch; whether a company is improving sufficiently, and quickly enough, or to define what counts as insignificant corporate involvement in an unethical area. The advantage of this case-by-case approach is that it allows the Committee to be flexible, but it does raise some questions about whether, with so many different variables, an informal and subjective procedure of this kind can be administered consistently and fairly over time.  

Grading acceptable companies

Companies that pass the various negative criteria will be deemed acceptable by the Investment Sub-Committee. However, in addition to merely deciding whether a company is acceptable or not, the Investment Sub-Committee divides acceptable companies into three further categories:

Category A - companies which amply fulfil the positive criteria of the trust.

Category B - companies in the middle ground, which ‘could be regarded as worthwhile’ (Committee of Reference, Minutes, 12 June, 1985)

Category C - ‘companies which were not offensive to the Investment Selection Criteria yet did not fulfil the positive criteria, in other words their activities did not offend against the “negative” criteria’. (Committee of Reference, Minutes, 12 June, 1985)

Each of the members of the Committee of Reference who attend the Investment Sub-Committee reads the EIRIS reports on each company which are circulated in advance of the meeting, and allocates their own categorisation to the company - A, B, C or Unacceptable. Then at the appropriate point in the Investment Sub-Committee meeting, each company is rated; if there is no disagreement, and if there are no comments from the other, non-voting attendees of the Investment Sub-Committee, then this rating - A, B or C - is accorded to the company. If, as is often the case, there is some dissent, a discussion will ensue. Often this will be quickly resolved, for example, one Committee member might concede that his or her rating was somewhat provisional and, in retrospect, sees no reason not to alter it in line with the majority view. However, there are also a number of issues on which there is disagreement which is not quickly resolved. More lengthy discussion then ensues. 

For example, the Investment Sub-Committee in its routine company review procedure discussed the question of whether Stewardship should consider a major dairy company as an acceptable investment. Previously there had been some question about the acceptability of the company because it operated three slaughterhouse businesses worth around £100m. Stewardship has the following policy on this subject: 

ÔOnly in the most exceptional circumstances would the Trusts invest in company groups...whose main business involved...operating abattoirs or butchers, or other activities related to the production or processing of meat or meat products.Õ (IPC Document, 1995).

According to this criterion there are two possible reasons why, despite its interest in slaughterhouses, the dairy company might be acceptable as a candidate for investment. Firstly, because while the company’s £100m abattoir business is a large business by any standards, it is not its main business, and in fact it constitutes less than 10% of the company’s total business. Secondly, the company may be an exceptional circumstance, in which case it may be excused its involvement. In this case both lines of argument were made by the members of the Committee. One member’s opening position was that the company’s involvement in abattoirs was too large for it to be an acceptable investment for Stewardship. A second member argued against this that its ‘main business’ was the production and delivery of milk which was a basic necessity. In addition he argued that the company still did doorstep deliveries which were a valuable service to the community. The first member remained unconvinced, arguing that he would feel uncomfortable saying to unit holders that the circumstances were exceptional enough to justify investment. However, it was pointed out that while the company’s involvement in slaughterhouses was substantial, it was not the company’s main business, so the criterion did not apply in any case. In the end three of the members of the Committee of Reference agreed that the company was an appropriate investment, while the first member dug his heels in and took the rare step of abstaining. The company therefore joined the Stewardship acceptable list, classed as a Category C company. The discussion lasted some 20 minutes.

At the end of the selection process, Stewardship has in its possession a list of FT-SE A All Share Index companies rated either A, B, C or Unacceptable. This list comprises some 50% of the 895 companies in the Index. It is then the turn of the investment managers to take this list and from it select a portfolio of investments. 

Investing the fund

At any one time the Stewardship Unit Trust tends to invest in about 200 companies of the 450 or so considered acceptable by the Committee of Reference. The other smaller trusts have smaller portfolios. The primary goal of the two main Stewardship funds is capital growth and, because of the ethical criteria used by Stewardship, the available universe of companies is considerably skewed towards smaller companies - broadly speaking, the larger the company is, the more likely it is to have some element which contravenes a negative ethical criterion. This means that the Stewardship investment strategy has no choice but to also be skewed towards smaller companies. Richard Lowman argues that the performance of small companies is tied more closely to the economic cycle than that of large companies. The proportion of the fund devoted to smaller companies grows with the economy, and when a downturn is expected the balance swings back to larger companies which ride out recessions better. On average 20% of the funds are invested in companies in the top 200 of the FT-SE A All Share Index, and 80% in the rest of the market. This can shrink to less than 10% and over 90%, and rise to 40% and 60%. The two main Stewardship funds - the UK growth Unit Trust and the Pension Fund are managed in almost exactly the same way, and their portfolios are almost identical. Lowman believes that the main Stewardship funds have, in financial terms, performed very creditably over the period of their existence. In only four years in the late 1980s and early 1990s has their performance been below the median of the basket of similar funds. In most years performance has been above average, and in several years in the top quartile of similar funds. Lowman thinks that the best performance measure for the 80% of the fund invested in smaller companies is the Hoare Govett Smaller Companies Index. He takes pride in the fact that the 80% of Stewardship invested in smaller companies often outperforms this index.

The process of buying and selling companies is done on a rolling basis: new stocks are bought as old stocks are sold. In many cases, the two large Stewardship funds own as much as 8% of some of the smaller companies they invest in. This means that trading in their shares is not an easy and immediate matter. Like an oil tanker, the funds cannot do an about turn instantaneously. They have to gradually move out of one company and into the next. If the fund managers were forced to sell their shares in one of their smaller holdings all at once, the company’s share prices would decrease, and so would the value of the Stewardship shares it was trying to sell. This oil-tanker problem has an important consequence for the implementation of the ethical policy. If a company in the Stewardship portfolio fails, because of a change in circumstances, to meet the ethical criteria, it may not be possible to sell the shares immediately. Sales must be made gradually over a period of months. As I noted above, the Committee of Reference usually gives the fund managers up to six months to dispose of such shares. However, in practice, the investment managers usually seek to dispose of them before the next Unit Trust ‘Manager’s Report.’ This document lists the companies in which the funds invest. If a company already in the portfolio committed some gross and public act which contravened the Stewardship ethical criteria, then it would be embarrassing and perhaps damaging if, some months later, the manager’s report revealed that Stewardship was still holding shares in that company. While this gradual disposal approach is clearly sensible from a financial point of view (and it does give one last opportunity for the company to ‘mend its ways’), it does mean that on some occasions Stewardship may be investing in companies which fail to meet its ethical criteria. But it is hard to see any alternative to this course of action that is without significant financial penalties.  

Another consequence of this issue is that Richard Lowman does not see his role as an ethical one. He simply takes the list of acceptable companies, and chooses those stocks which he considers to be good buys at any one time. He does not seek to apply additional ethical bias, such as the Committee of ReferenceÕs ABC ethical rating system. He already faces the challenge of producing above average capital growth from a limited segment of the stock market, and does not feel that it would be reasonable to further limit himself by, for example, biasing his investment choices to, say, companies which the Committee designates as Category A over Category B or C. As of March 1996, the Stewardship’s portfolio contained the following categories.



Table 5. Ethical Category.�Number of companies in the investment Portfolio in each category (1).�Number of companies on the Acceptable List in each category (2).�(1) as a percentage of  (2)��A�38 �70�54��B�101�226�45��C�67�152�44��

This shows that, taken together, the category A and category B companies outnumber those that are merely acceptable. However, it also supports Richard LowmanÕs claim that he does not apply further ethical constraints to his investment strategy beyond those that produce the acceptable list. The proportion of category A, B and C companies in the Stewardship portfolio is similar to that in the acceptable list. There is an apparent bias towards A, however, this is statistically insignificant (on a standard test). However, if a modest bias towards A is maintained over time, it would be significant and so lend support to the argument that ethical companies are successful companies: Richard Lowman is selecting from among the acceptable list on purely financial grounds, and on these grounds alone ends up with a portfolio with a bias towards the companies which the Committee of Reference considers to be the best ethically, rather than towards those companies which are merely acceptable, the ‘C’s!

Active engagement

One final aspect of the Stewardship process, which is not given much attention in the published literature, is the idea that Stewardship should use its influence to persuade companies to change their policies. This happens both informally, when the investment manager, usually Richard Singleton, visits companies in the course of routine financial assessment, and more formally when contact is made on the explicit instructions of the Committee of Reference. For example, if the Committee is unhappy with a particular company, it may ask him to write to the company expressing its concerns. Richard Singleton also has the autonomy to raise ethical issues with companies on his own initiative and frequently does. This role means that out of all the Stewardship employees, it seems likely that Richard Singleton has the most detailed knowledge of the ethical stance taken by the Committee of Reference, and probably has a more detailed knowledge than anyone of how this applies to the companies invested in. It is worth noting, however, that Richard Singleton joined Friends Provident as a general investment analyst with no special interest, knowledge or responsibility for ethics. However, he has now been working with the Stewardship funds for a decade or more, and so has gained considerable practical experience of the issues. In fact there can be few (if any) investment managers in the UK with longer experience of managing an ethical fund.

There are a number of different reasons why the Committee of Reference might ask Richard Singleton to contact a company. Here are some examples:

A company in Stewardship’s investment portfolio changes its circumstances, and as a result falls short of a particular Stewardship criterion and is therefore marked for exclusion.

A company in Stewardship’s portfolio which is failing to make satisfactory progress in a particular area of concern to the Committee.

A company not on the acceptable list which is in many respects excellent, but which fails on a single issue. For example, as mentioned above, Stewardship contacted a well known chemist with regard to a fly killer which it sells and which contains a Red List pesticide.

An industry sector from which companies are systematically excluded because of some collective problem.

The initial contact is usually in the form of a statement of Stewardship’s conception of the problem and a request for the companyÕs response. Richard Singleton sends about 40 letters each year, and makes another 70 contacts with companies in all. Stewardship has quite considerable holdings in a few of its smaller companies. This means that its voice is sometimes quite persuasive. This would be particularly true if the company believed there to be a chance that Stewardship would withdraw its investment. If Stewardship were to do this quickly it could have a strong short term downward impact on the share price of a small company. However, for the reasons outlined above, Stewardship is unlikely to pursue such a quick sale because it would harm the value of its own investment. Richard Singleton prefers a quiet, behind-the-scenes approach which he believes to be effective. There are occasional exceptions to this, for example, when Stewardship voted its shareholding in favour of a shareholder proposal to elect a consumer representative to the board of Yorkshire Water. While the vote was defeated, the board later appointed a director for consumer affairs. 

Comparisons with other ethical funds

How does the Stewardship process compare with that offered by other ethical funds? In many respects most funds have similar screening arrangements. One respect in which this is true is that the ethical funds which use EIRIS have many individual criteria which are very similar, and often identical to those offered by Stewardship. However, other ethical funds frequently do not cover all the areas which Stewardship does. In particular the environmental funds do not cover the same range of ethical issues. On the other hand, in some cases other ethical funds cover areas which Stewardship does not. 

One principal difference between Stewardship’s investment policy and that of other funds is the fact that the Stewardship policy cannot be applied mechanically. Many funds adopt a set of criteria from an EIRIS Specialised Questionnaire, and then invest their funds in the resulting list of acceptable companies, periodically reviewing their investments after asking EIRIS to screen their portfolio. This is a largely mechanical or automatic process. It does not need detailed consideration or judgements about individual companies. The Stewardship investment policy contains many criteria which are qualified in ways which prevent them from being applied mechanically. The Stewardship Committee of Reference therefore has to interpret the investment policy, and apply it to individual companies. Perhaps the central distinction, is that on many issues, Stewardship attempts to weigh up the good a company does against the harm it does. Mechanical funds are not in a position do this. Not all funds follow a mechanical approach, a number - including those with their own in-house researchers - also seek to make more balanced judgements about the acceptability of companies. 

Another difference concerns the way in which the criteria are produced. As we have seen, the Stewardship investment policy is produced by the Committee of Reference on the basis of considerable deliberation. The particular criteria are chosen at least partly on the basis of ethical judgements made by the Committee of Reference. This is not the case for many of the other ethical funds. Many funds - particularly, perhaps, those which do not have advisory committees - choose their ethical criteria on the basis of market research about what ethical investors are concerned about. Ethical funds, like other unit trusts, exist to serve a market, so it is not unreasonable for them to adopt the criteria that the market demands. Nevertheless this is an important distinction. In Chapter 7 I discuss what I refer to as the distinction between ‘deliberative funds’ such as Stewardship and these ‘investor-led’ funds. As we shall see, there are a number of ethical implications arising from this distinction.

Generally the quality of the information in the brochures used to promote other ethical funds is lower than that produced by Stewardship. Some funds do little more than list a collection of ethical areas which they will avoid (e.g. ‘alcohol, tobacco, gambling’), without specifying in any detail what criteria they will be using on these issues. Other funds however are rather more specific than Stewardship about the exact criteria they use. For example Scottish Equitable publishes a list which comes quite close to stating the actual criteria that the fund employs to select its acceptabel list. A handful of funds provide a relatively high level of qualitative of information, because they produce newsletters. In the case of Jupiter Ecology, NPI Global Care and TSB Environmental Funds, these are quite detailed and informative.

When it comes to active engagement, the bulk of ethical funds do very little at all. In a survey of UK ethical funds, Schoenenberger found that out of 14 who responded, only 4 had regular written dialogue with companies (1993:34). Indeed, according to EIRIS, when ethical funds divest from a company on ethical grounds, less than half of the  funds even inform the company concerned that they are divesting because of their ethical concerns about it (1996a:70). There are some important exceptions. The NPI Global Care and Jupiter Ecology funds are both explicitly committed to active engagement, and regularly write to and meet with companies about matters of ethical concern. One tool that both of these funds claim is particularly useful is the ‘sector survey’. This procedure allows these funds to develop detailed knowledge about the key issues affecting a particular sector, and to get an idea of the standards of best and worst practice in that sector. These studies provide a very useful basis for comparing companies with their immediate competitors, and persuading them to change. (I discuss the activities of these two funds further in Chapter 6). 

This attempt to make comparisons has been rather brief. It is based on a small number of interviews and discussions with managers of nine other ethical funds, as well as other secondary sources. Ideally, I would like to have produced a fuller study based on case studies of various other funds at the same level as Friends Provident Stewardship. However, achieving this level of detail has been a very time consuming process, which has limited the scope of my comparative work. Of course the fact that the five Stewardship funds account for over 50% of the total ethical investment market means that my one case study has covered a  significant proportion of the overall ethical investment business.

Conclusion

In this chapter I have offered an account of ethical investment as it is practised by Friends Provident Stewardship. Two earlier drafts of the bulk of this chapter have been commented on at length by various members of staff at Friends Provident, and by the members of the Stewardship Committee of Reference. It is published subject to a confidentiality agreement and with their consent. I am therefore confident that it gives an accurate and detailed picture of the practice of ethical investment. And I have put Stewardship’s practice into a wider context of the tradition of practice of ethical funds as a whole. As I said in Chapter 1, my ethical method is to engage argumentatively with the tradition of practice of ethical investment. In this chapter I have offered an account of this tradition of practice. This provides the base-line for the development of my argument in the rest of this thesis. 

�

�  The document was made available to me, subject to the confidentiality agreement mentioned above.  

�  Here I use the number of pages as an indicator of the amount of information contained in the document. This is of limited value as a measure of the quality of the information, however it does offer some indication of the level of detail at which criteria are specified.

�  At the time of writing the Committee is seeking to improve their criteria on pornography so that it encompasses images with violent content.

�  There is one case (the issue of corporate political donations) in which a further kind of qualification is employed, which is where the Committee does not have a criteria as such, but will take the issue into consideration when deciding whether to invest in the company. The issue of companies making political donations is the only case of this.

� EIRIS’s guide (1996a) is only a rough indicator because it measures the fund’s performance according to EIRIS’s own criteria, and not those the funds use themselves. One limitation of this approach is that  it does not reflect the case-by-case judgements made by the Committee of Reference. This means that Stewardship receives rather little credit in the guide for its sophisticated approach. 

�  Of the 252 replies received, only 17% said that South Africa was a major concern, thus giving it the rank of 9th out of 11 issues. However, there was strong endorsement among the respondents for supporting  companies which are ‘investing to rebuild South Africa,’ ‘training and promoting black employees or supporting black business,’ and providing a high level of disclosure on its South African business. 72% of respondents agreed that their ‘concern had changed from whether a company is investing in South Africa to what it does there’. 

�  The Red List is a list of substances that the Department of the Environment considers to be particularly dangerous to the aquatic environment. (EIRIS, 1996b:49).

�  In addition to providing a screening service to the ethical unit trusts, EIRIS also offers a service to private individuals who wish to screen their own portfolios. According to EIRIS’s report, pesticides criteria are among the most common concerns among this group of 167 private clients.
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