The place of deliberation in ethical funds


Introduction


This chapter offers an assessment of the extent to which ethical funds deliberate on corporate ethical and environmental practice, and the nature of these deliberations. Anderson et al. (1996) have made strong criticisms of the quality of ethical thinking in ethical investment. In this chapter I will assess these criticisms. But there are other more important reasons why we should consider this topic. Firstly, adequate deliberation is an important part of deciding what is ethical and unethical about corporate practice. Establishing positions on the ethics of corporate practice is a vital first step towards addressing the corporate harm and investment ethics problems. Secondly, deliberation is important if one is to produce the persuasive ethical arguments which are needed to engage effectively with companies in order to convince them to change. As we concluded in Chapter 6, such engagement is the most promising means by which ethical funds may address the corporate harm problem. Finally, and more controversially, ethical deliberation is important if ethical funds are to contribute to the development of wider traditions of ethical thinking about business practice that are current in our society. This point draws strongly on the arguments made in Chapter 1 about the particular ‘interpretive’ approach to business ethics I am taking in this thesis. I will shortly consider these points in more detail, but first, I ought to be a little clearer about what I mean by deliberation. 


What does deliberation involve?


There are many ways in which ethical deliberation can be undertaken. One way is to start with a founding principle, or theory, and argue how it should be applied to practical problems. For example, in Chapter 1 we discussed the possibility of using philosophical ethical theories as the basis for ethical criticism of ethical investment. Alternatively one might begin with the teachings of a particular religion, the doctrines of a church, or the dogma of an ideology. Another approach is to start with one’s common sense intuitions about what is ethical, and build ethical arguments from them. A more reflective approach, which is in some ways similar to arguing from intuitions, which I also discussed in Chapter 1, is to build ethical arguments from the ‘shared understandings’ (Walzer, 1983), or ‘traditions’ (MacIntyre, 1984) of ethical thinking of a particular community. In the case of ethical investment, the relevant traditions might for example, be those of the wider business community, those of business ethics, or more appropriately those of the particular religious or political communities which have been involved in the foundation and development of ethical investment. My discussion in Chapter 1 indicates my preference for this third approach. However, I do not want my arguments in this chapter to require acceptance of this particular approach to ethics. I want to suggest that the common denominator that runs through these approaches to ethical deliberation is the use of argument. In each of these approaches to ethics, a reasonable ethical decision will require some sensible procedure of deliberation which involves the making of arguments, the assessment of claims, and the weighing of evidence. I wish to adopt this common denominator as the minimal standard by which to consider ethical investment to be ethical. This standard is a procedural one. It says that in order to pursue ethical investment it is important not simply to assert that a particular corporate practice is harmful, or unethical, but to be able to make a claim that the practice is unethical based on sound, well-grounded arguments of some kind. 


What counts as a sound argument? Such a question is partly answered in the significant literature on practical reasoning which has emerged in the last few decades (for example Beardsley 1950; Toulmin, 1958; Geach, 1976; Scriven, 1976; Toulmin et al. 1979; Fisher, 1988; Booth et al. 1995). These works are a good place to start. If we take Toulmin’s approach, good argument consists of the making of claims, the supporting of claims with data or evidence, and the supporting of evidence with ‘warrants’ (1958:97). For example�:


A: ‘It must have rained last night’. (Claim)


B: ‘How do you know?’ 


A: ‘Because the streets are wet.’ (Evidence)


B: ‘Why does that tell us anything?


A: ‘Whenever we see the evidence of wet streets in the morning, we can conclude that it probably rained the night before’. (Warrant).


A warrant, then, is a general justification that the evidence offers appropriate support to the claim. Typically arguments are not so simple. Claims require a network of supporting sub-claims which will be backed up by further evidence, and further warrants. There are also  important general features of what constitutes a good claim, for example, that it is substantive, contestable and explicit; and that the evidence offered is reliable, which as Booth et al. (1995) argue means that it should be ‘accurate, precise, sufficient, representative, authoritative, and perspicuous.’ (1995:97). For my present purposes, it is not important for me to establish in detail what is required for good ethical argument, only that some deliberation is an important requirement for ethical investment. This I will now try to establish.


Why should ethical funds deliberate?


1. I claimed in Chapter 5 that the ‘support’ conception of the investment ethics problem that if a company’s activities are unethical, then it may be unethical to invest in it. If, as I have argued, a key goal of ethical investment is to solve the investment ethics problem, then an important initial requirement is to establish what kinds of corporate practice are unethical, and consequently which companies it is unethical to invest in. The corporate harm problem is that companies are acting in ways that are harmful or unethical. If one wishes to address this problem, then it is important to have a clear conception about what is harmful, or unethical, about corporate practice, and why it is harmful or unethical. While, as I indicated in the previous section, there are many ways to go about establishing what is unethical about corporate practice, it is important to engage in ethical deliberation of some kind. Of course one can simply make decisions about what is unethical about corporate practice based on one’s intuitions, or gut feelings without any reflection at all. However, few would argue that decisions made on gut feelings alone are better than those made with the aid of both intuition and deliberation.


2. A second reason why ethical funds needs to deliberate is that if one wishes to engage with companies in order to persuade them to change their policies, one important requirement is the ability to offer good arguments for them to change. One kind of argument that might be offered is an ethical one which says that a certain practice of a particular company is unethical and ought to be changed. Of course companies may not accept the argument that the practice is unethical, but that does not invalidate the attempt to make an ethical argument. Indeed failure to convince the company on the first attempt may call for further, more persuasive, ethical arguments. It is also possible that while companies accept that certain of their practices may be widely considered unethical, they do not accept that they ‘ought’ to do something about it. If they adopt Friedman’s position on the responsibility of companies is limited to the pursuit of profit. However, even in this case, one might see the occasion for further ethical arguments, for example, about why Friedman’s approach may be wrong. At the end of the day ethical arguments might not prove effective, and other kinds of argument might be necessary, or even the abandonment of argument for less polite strategies such as launching press campaigns etc. However, it is hard to see that an ethical argument should not have some part to play in the attempt by an ethical fund to persuade companies to change.


3. Finally, deliberation by ethical funds may have an important public function as well. As I indicated in Chapter 1, the interpretive approach taken by ethical theorists like MacIntrye, Walzer and others sees ethics as partly a matter of the shared understandings and the evolving traditions of communities. So the ethics of corporate practice depends on the shared understandings and evolving traditions of the business community, and the society in which business operates. Sorell and Hendry’s conception of the ‘moral climate’ or ‘climate of expectations’ (1994:6) may be another way of talking about at least some of these shared understandings. Ethical investment could have a role in contributing to the modification and shaping of these understandings in the future. If we can imagine the corporate community as a whole as being part of a tradition of thought and practice, then ethical investment might be considered as a new kind of argumentative contribution to the evolving traditions of ethical business thinking. Ethical funds are certainly a rather novel voice in this argument. Ethical funds can - and to some extent already do - make a contribution to the constitutive arguments of the traditions of corporate practice, simply be being there: by refusing to invest in certain companies, getting written about in the press, and occasionally talking to managers. However, it is possible that this contribution could be substantially more significant and constructive if their contribution did not arise simply from their presence, but from their willingness to promote intelligent argument about corporate ethical practice in the public sphere. Many aspects of the traditions and shared understandings about the ethics of corporate practice are very much open to debate both among business managers, and amongst the public at large. On many issues what is right or wrong for a company to do is very unsettled in the public mind. Unfortunately, much of what passes for ‘debate’ about corporate practice, are public campaigns and counter-campaigns between single issue pressure groups and corporate PR departments. The Greenpeace vs Shell confrontation over Brent Spar is a good example. Certainly these confrontations put important issues on the public agenda, but they tend to fall some way short of the sophisticated moral debates that are required for an intelligent resolution to these difficult issues.� Ethical funds, by seeking to make intelligent arguments, could contribute much to raising the quality of debate.


Criticisms of the ethics of ethical funds


Now that I have argued that deliberation and argument are important to ethical investment, I will consider the nature and degree of deliberation actually performed by ethical funds. Initially I will do this by assessing the merits of one of the most substantial critiques of ethical investment to have appeared to date. In 1996, a report was published by the Social Affairs Unit, entitled What has “Ethical Investment” to do with Ethics? (Anderson, et al. 1996). The report is strongly critical of current ethical investment practice in the UK. It claims that ethical investment is ‘not very good ethics.’ Indeed the authors of the report claim that ethical investment does not even deserve the title ‘ethical’ (Anderson, et al. 1996:4). There are various reasons given for these charges. Anderson and his colleagues claim that ethical investment represents an ‘aggressively simplistic’ approach to ethics, it makes ‘crude distinctions’ and is ethically ‘incoherent’; that it ‘pre-empts moral debate’, fails to encourage ‘refined ethical judgement,’ and ‘subverts moral education’ (Anderson, et al. 1996).


If these criticisms are right, then it would seem hard to claim that ethical funds can possibly engage in adequate deliberation. In this section I will consider two kinds of criticism that Anderson and his colleagues make. Firstly that ethical investment has little to do with ethics - we can call this the ‘no ethics’ argument. Secondly that the quality of deliberation used by ethical investment is poor. The Social Affairs Unit report claims that ‘ethical funds reach moral conclusions without doing adequate moral analysis’ (Anderson, et al. 1996:14). We can call this the ‘weak analysis’ argument. Each of these criticisms, if true, indicates significant problems with the ability of ethical funds to address the investment ethics and corporate harm problems. 


While I find fault with both of these arguments, my conclusion in this chapter will be that only a few funds engage in any significant deliberation at all, and those that do face considerable challenges if they are to aspire to the demanding standards set in the preceding paragraphs.


The ‘no ethics’ argument


In the introductory section of the Social Affairs Unit report, Digby Anderson asks the rhetorical question ‘What has ethical investment to do with ethics?’ The answer he gives is ÔNot muchÕ (Anderson, et al. 1996:4). In this section I examine the grounds for saying that ethical investment has little to do with ethics. If it has little to do with ethics, then it certainly cannot have the solid basis of ethical deliberation, which I have argued is necessary. One reason why Anderson and his colleagues do not regard ethical investment as having much to do with ethics seems to be that they consider ethical criteria to be chosen by funds, not on ethical grounds, but in order to satisfy the demands of investors. They suggest that ethical investment might be better known as ‘investment reflecting investor’s opinions’ (Anderson, et al. 1996:4). There are good reasons for Anderson and his colleagues to think this. One important goal of ethical funds is to reflect investor concerns, and if they did not, they would not have a market. And there are indeed some ‘investor-led’ funds which do in fact choose their criteria on the basis of investor concerns and not ethical deliberation. However, Anderson and his colleagues seem to claim that all ethical funds have ‘not much’ to do with ethics. There are two kinds of objection to this. The major objection is that there are many ethical funds which choose their criteria on the basis of considerable deliberation, and so have ‘much’ to do with ethics. The minor objection is that even in the case of investor-led funds there are circumstances under which it is reasonable to consider that investment is undertaken on the basis of ethical deliberation.  


The distinction between investor-led and deliberative funds


The first thing I must do to defend these objections is to establish the distinction between investor-led and deliberative funds. Investor-led funds choose their criteria on the basis of market research, in discussion with ethical IFAs, and on the basis of letters from unit holders. Once they have established what investors are concerned about, they choose criteria from EIRIS which they believe will fit these concerns. However, the decision to adopt the criteria is not based on ethical deliberation by the fund manager, it is a decision about what will reflect peoples’ concerns. For example, if people are concerned about animal testing, the fund manager may adopt a set of criteria which prohibit investment in companies that undertake animal testing. This decision is based, not on an ethical argument about what is wrong with animal testing, but on the simple fact that people are concerned about the issue.


Friends Provident Stewardship, on the other hand, is a clear example of a deliberative fund. It has chosen its ethical criteria on the basis of lengthy deliberation by its Committee of Reference over a period of 12 years. While the Committee is attentive to the concerns of unit holders, and expects its conclusions to be acceptable to them, Stewardship criteria are chosen on the basis of deliberation, and not on the basis of market research. In addition, Stewardship does not apply its criteria in a purely mechanical way, the Committee attempts to weigh up the positive and negative aspects of each company (see p.� PAGEREF _Ref378749469 �105�ff.).


It should be noted that it is hard to draw a sharp divide between investor-led and deliberative funds because there are many funds which fall in between. For example there are many funds which have advisory committees which engage in some deliberation about the choice of criteria, and have responsibilities for the oversight of the fund, but do not engage in the lengthy deliberation that Stewardship, for example, does. While it is hard to draw line between the two kinds of fund, the distinction can still do valuable work. It is particularly important when considering the Anderson and his colleagues’ ‘no ethics’ argument. It is unfortunate therefore that the Social Affairs Unit report appears to miss this distinction, and treats ethical funds as if they are all alike.�  


In order to assess whether Anderson is right in claiming that ethical investment has ‘not much’ (Anderson, et al. 1996:4) to do with ethics, we need to know what satisfactory standard to use to decide whether ethical investment has enough to do with ethics to deserve the term ‘ethical’. Anderson and his colleagues do not explicitly offer such a standard. However, from many of the specific criticisms in the report, I think it is reasonable to claim that one standard which is important for Anderson and his colleagues, is the procedural standard I adopted above, which says that the use of argument is important to the making of ethical claims. This procedural standard will be the standard I use as a minimal measure for evaluating objections to Anderson and his colleagues’ ‘no ethics’ argument.


On this basis, we can make swift work of objecting to Anderson and his colleagues’ ‘no ethics’ criticism for deliberative funds. By definition these funds engage in ethical deliberation, and I think I have shown in Chapter 4 that the level of deliberation in Stewardship is at least sufficient to pass the minimal procedural standard of being regarded as ethical. However, this argument might be too swift for some, so I return to it below on p.� PAGEREF _Ref374426831 �156�.


Investor-led funds and ethical deliberation


The job of deciding whether Anderson and his colleagues’ ‘no ethics’ criticism applies to the investor-led funds is a lengthier task. Investor-led funds do seem to be just what Anderson has in mind when he says ethical investment should stop using the term ‘ethical’ and would be ‘more accurately labelled “investments reflecting investors’ opinions”’ (Anderson, et al. 1996:4). Investor-led funds do not offer criteria on the basis of their own ethical deliberations. For example, an investment criterion which commits the fund to avoiding investment in companies which manufacture armaments is not adopted because anyone within the fund has, on the basis of deliberation, come to the ethical judgement that investment in arms companies is wrong. Instead the adoption of an ethical investment criterion is based on such things as research into what potential ethical investors are concerned about, what ethical IFAs think their clients are worried about, and what seems to be demanded in the market place. On the basis of this concern, these funds offer an effective positively and negatively screened investment vehicle. They do not, and generally do not claim to, offer anything more. 


The absence of detailed moral deliberation may be seen by some financial institutions as a virtue, because it makes such investor-led ethical funds relatively simple to run, and avoids the demanding and costly necessity of establishing procedures for adequate ethical deliberation. However, this economy, on the face of it, would seem to make ethical funds vulnerable to criticisms like those made by the Anderson and his colleagues. From the point of view of  the procedural standard of ethics I have adopted, a set of criteria is no substitute for ethical argument. An investment criterion, for example, ‘We will not invest in companies that manufacture armaments’, is not a moral position. It does not say what is unethical about manufacturing armaments, or even that manufacturing armaments is wrong. If investor-led funds do not engage in deliberation, are Anderson and his colleagues right in their ‘no ethics’ criticism?


Investor deliberation


Actually, the fact that investor-led ethical funds do not undertake ethical deliberation, does not yet prove that ethical investment using investor-led funds is not ethical in a procedural sense. The principal reason why investor-led funds might still reasonably claim to be ethical is that the funds may be invested in on the basis of ethical undertaken by the investors. On this model, ethical investors deliberate to decide their ethical positions, they then choose an ethical fund with criteria which are consistent with these principles. Anderson and his colleagues seem to believe that the only way in which an ethical fund can offer investment deserving of the term ethical is for it to undertake ethical deliberation itself. This does not need to be the case. An investor who, after much deliberation, becomes convinced of an argument which says that investing in arms companies is unethical, may choose an investor-led fund which avoids such investment. If this investor’s argument for rejecting investment in arms companies is sound, then it is hard to see how such a case could be ruled out as not having much to do with ethics. If the assets invested with an investor-led fund are invested on the basis of sound arguments accepted by the kind of ‘expert ethical investors’ discussed in Chapter 5, then the fund has enabled  investment to take place which is adequate in a procedural sense, even though it has not itself engaged in deliberation. 


Insufficiently reflective investors


However, there is an important qualification to this line of argument. What if investors do not engage in adequate ethical deliberation when choosing ethical funds? What if they invest instead on the basis of a vague set of anxieties about the ethics of corporate practice? What if they are confused and look to the ethical funds to engage in ethical deliberation on their behalf? If investors generally do not adopt ethical positions on the basis of sound arguments, then there is problem for investor-led funds. Under these circumstances, at no stage in the investment process is the ethics of corporate practice adequately considered. What happens instead is a hall of mirrors effect. An investor-led fund chooses ethical criteria in order to reflect the issues investors are worried about; investors, on the other hand, are indeed worried about these issues, and so choose to invest in the fund because it reflects their concerns. There is nothing terribly wrong with this in itself. However, at no stage in the process are arguments about the ethics of corporate practice made or defended, and so under these circumstances investor-led  funds are not offering ethical investment in the procedural sense I have identified.  


This claim only applies to circumstances when insufficiently reflective ethical investors invest in an investor-led fund. If such circumstances are unlikely to arise, or only arise in a small number of cases, then the problem can be ignored. However, it is at least a possibility that many investors do not engage in detailed deliberation on the ethical issues concerning corporate practice. While investors clearly have concerns about issues like the arms trade, environmental pollution and animal testing, and they may feel that companies engaged in these activities are acting unethically, it is another thing altogether to assemble sound ethical arguments to defend such convictions. The failure to have engaged in the difficult work of constructing sound arguments, in the face of the huge complexities of corporate practice, is not a moral failing on behalf of investors. But for ethical investors to be considered the source of moral deliberation to underwrite the ethical claims of investor-led funds, ‘concern’ is not enough. Without any moral deliberation to decide the merits of each issue, concern alone does not get us very far. Mere concern about a particular activity, does not make that activity wrong. For example, someone might be concerned about animal testing, but that does not mean that all animal testing is wrong, or even that that individual would, after lengthy deliberation, consider that all animal testing is wrong.  


If the circumstances I have outlined are common in investor-led funds, then for these funds at least Anderson and his colleagues may be right in their charge that the use of the term ÔethicalÕ is perhaps inappropriate. In these circumstances ethical investment does not pass the procedural test that I set out at the beginning of this section. Anderson and his colleagues’ charge that ethical investment is merely investment for ‘fashionable causes’ (1996:4) would also not be unreasonable for such investment, because finding fashionable causes, or popular concerns, is the intentional outcome of the market research approach. (Though, the fact that a cause is fashionable does not make it wrong.)


Alternative ethical measures


The fact that under certain circumstances investor-led funds might not be ethical in a procedural sense does not, however, mean that this kind of investment is either unethical, or ethically inferior to ordinary unscreened investment. Indeed the ethics of an action does not have to be measured by the procedural standard I adopted. Something can be ethical because it is based on good intentions. The intentions of the investors are no less good for the fact that they are, in some cases at least, not supplemented by lengthy and difficult ethical arguments. Of course, good intentions are not always enough for us to judge an action to be ethical. 


Another way we judge an action to be ethical is if it has good consequences. The fact that many investors may not have thought things through with sufficient detail does not take away from the fact that their money goes to swell the size of the money invested in ethical funds, and in as much as the existence of ethical investment is good, then their investment has a good consequence. Though, ultimately, the kind of good consequence that is important here, is a reduction in the corporate harm problem. As we saw in the previous chapter, ethical investment as currently practised is unlikely to lead substantially to this consequence in the foreseeable future.


Another thing to be said in defence of investor-led funds is that their criteria, while chosen on the basis of market research, are selected from a list of criteria supplied by EIRIS. While EIRIS itself does not offer advice on ethical issues, many of its criteria are developed with funds which do engage in ethical deliberation. This means that many of the criteria that investor-led funds choose on the basis of market research, are chosen elsewhere on the basis of ethical arguments. In such cases, investor-led funds can at least claim that their criteria are not inconsistent with ethical argument.


Conclusion


The fact that in some circumstances ethical investment by investor-led funds takes place in the absence of ethical deliberation does not necessarily lead to the conclusion that these funds are not ethical. If  ethical investors are doing their own ethical thinking, then investor-led ethical investment can reasonably claim to be ethical. However, if ethical investment is to adopt reliable ethical positions concerning corporate practice, if it is to be an effective means for persuading companies to adopt higher standards, and if it is to contribute argumentatively to wider public traditions of thinking about corporate practice, then investor-led funds are not in a very good position. They can, for example, tell companies what their investment criteria are, but they cannot offer considered arguments that say in detail on any particular ethical issue what the company is doing wrong, and how it should put it right. As it happens, few investor-led funds attempt to engage in persuasion with companies. Investor-led funds, by and large are among the group which do not adopt the engagement strategy (see p.� PAGEREF _Ref378749523 �112�ff.). However, while we must conclude that from this point of view there are considerable limitations to the investor-led approach, many of the largest, most well known ethical funds are deliberative, not investor-led, and so escape this particular criticism.


The weak analysis argument


While deliberative funds may escape the starkest criticisms of Anderson and his colleagues, some of their other criticisms come closer to the mark. In addition to the general claim that ethical investment does not deserve the name ÔethicalÕ, the Social Affairs Unit report makes a number of more detailed claims that suggest that ethical funds are making judgements on the basis of inadequate ethical analysis, and that this has unhelpful consequences such as the pre-emption of ethical debate. This section examines the grounds for this charge. As I have already accepted, investor-led funds do not engage in ethical deliberation, and so can rightly be criticised for ‘weak’ analysis.� Deliberative funds do engage in deliberation, so this section will focus on the adequacy of analysis used by this group of funds.  


Anderson and his colleagues argue that ‘Investing ethically is not a straightforward matter. The issues involved are often disputed, and almost always complex.’ (1996:20), that ‘moral choices involve balance and judgement’ (1996:20), and that they require complex moral arguments to find their proper resolution (1996:14). They do not believe that ethical investment comes close to providing these things. Instead they claim that it ‘gives a heroes and villains picture of the economic world with some investment portrayed as ethical and others portrayed as not.’ (1996:20), that it makes ‘crude distinctions’ (1996:4), and that it disregards ‘difficulties and counter-arguments’ (1996:20). The report concludes: ‘The overall objection to ethical investment codes is their aggressive simplicity. It is a simplicity which ill fits them for ethical work’ (1996:20). Furthermore they argue that the effect of this simplicity is to ‘pre-empt,Õ Ôshort-circuit,Õ ÔsubvertÕ and otherwise discourage complex moral argument, or the development of sophisticated ethical sensibilities.


The misconception of the Social Affairs Unit


One important objection to the criticisms made by Anderson and his colleagues is that they appear to have made their judgements about the ethical sophistication of ethical funds solely on the basis of the funds’ marketing material. The only detailed evidence Anderson and his colleagues offer in support of their claims is contained in a lengthy set of appendices which quote verbatim from the investment policies of ethical funds, published in their marketing material.  Many of the criticisms levelled at ethical funds by Anderson and his colleagues seem to treat these lists of criteria as authoritative statements of the fundÕs ethical position, and as illustrative of the level of complexity of ethical thinking by the fund. This is a mistake, because in fact these lists are not ‘ethical investment codesÕ (Anderson, et al.1996:20), they are not statements of an ethical position, and for the deliberative funds at least, they do not reflect the level of complexity of ethical deliberation of the funds. The brochures in which these lists appear are short marketing documents designed to introduce the investing public to ethical investment in a simple and attractive way. In the case of Friends Provident Stewardship, they are produced by marketing executives rather than by the Stewardship Committee of Reference. They are written with brevity and simplicity in mind, and do not contain an account of the procedures used by the funds. The lists of criteria themselves are not ethical positions at all, they are merely statements of the investment policy of the fund. There is a considerable difference between an investment policy, ‘We will not invest in companies that do X’ and a moral position ‘Companies that do X are acting unethically because of Y’. 


So Anderson and his colleagues are wide of the mark when they claim, in their conclusion, that:


The overall objection to ethical investment codes is their aggressive simplicity. It is a simplicity which ill fits them for ethical work. Moral choices involve balance and judgement. (Anderson, et al. 1996:20)  


If you treat the list of negative and positive criteria that appears in the marketing literature used by Friends Provident Stewardship as an ethical code, then it may seem to be an Ôaggressively simplisticÕ one, it may appear to offer mere ÔslogansÕ (1996:20), and to pre-empt Ôcomplex moral arguments in favour of a particular foregone conclusionÕ (1996:13). It may also appear to avoid balance and judgement. However, this document should not be regarded as revealing the level of StewardshipÕs ethical deliberation, but rather as a summary of its investment policy. 


In fact, as we have seen in Chapter 4, the Stewardship Committee of Reference is constantly seeking to find an acceptable balance based on careful judgement. As we have seen (Chapter 4), the Committee of Reference goes to considerable lengths to make ethical judgements about which companies it would be ethically unacceptable to invest in, and which it would be ethically desirable to invest in. It does this in two ways: by selecting ethical criteria, and by using its judgement to apply those criteria to individual cases. It does the former at frequent and lengthy Committee of Reference meetings, and at special private meetings which occur rather less frequently; it does the latter at quarterly investment Sub-Committee meetings. The discussions are reasonably well informed, often being based on special issue reports provided by EIRIS. They also have a distinctively ethical flavour. On each matter many ethical issues are raised and debated. The discussions are also, to some degree, cumulative, and the Committee has built up a large body of ‘case law’ on particular companies and particular ethical issues. Another important feature of the Committee of Reference process is that on many issues it seeks precisely the balanced judgements that Anderson and his colleagues demand by trying to weigh up the good that companies do against the harm they do. 


I have described these issues at greater length in Chapter 4. I restate them here as a reminder that some of the deliberative ethical funds devote considerable resources and energy to making ethical judgements about their investment practice. It is therefore wrong to write them off as ‘aggressively simplistic’ or to say that ethical funds do not use ‘balance and judgement, or that they make ‘crude distinctions.’ The members of the Stewardship Committee of Reference appreciate as much as anybody Anthony OÕHearÕs point that ÔInvesting ethically is not a straightforward matter. The issues involved are often disputed, and almost always complexÕ (1996:20). And the Committee of Reference may well be able to allay his worry that ethical funds make a habit of  Ôdisregarding difficulties and counter-argumentsÕ (1996:20).


Without wishing to labour this point, I will offer two lengthy quotes, which I believe offer a rather conclusive way of illustrating this issue clearly. The first is a quote from Roger Scruton’s contribution to the Social Affairs Unit report. 


ÔFor the most part ÒethicalÓ is another name for fashionable causes, and a way of pre-empting complex moral arguments in favour of a particular foregone conclusion. This is a real ethical question, for example, about the use of animals in testing pharmaceutical products. Are we to test these products on human beings? Use them without testing? Give up pharmaceutical research altogether? Would those who oppose investment in these areas refuse drugs tested on animals when, without them, they will not recover from serious illness? To assume that this complex ethical issue can be brought to a conclusion, simply by refusing to invest in firms which test drugs on animals, is to adopt a frivolous and self-indulgent response to a real moral problem - and that itself is immoralÕ (Anderson, et al. 1996:13-14)


In mid-1996, after two years of detailed discussion, the Stewardship Committee of Reference issued a statement on animal testing. It is worth emphasising that this statement was not produced until after the publication of the Social Affairs Unit report, so it was not available to Scruton and his colleagues. It should also be emphasised that this statement was not produced as a response to Scruton’s argument, but to a number of queries from Stewardship unit holders and IFAs.


...Recently the Committee has also been reviewing the question of investment in companies providing products which involve tests on animals, which is among the most complex and contentious issues the Committee has had to consider. Stewardship's policy is not to invest in companies involved in the unnecessary exploitation of animals. The interpretation of this policy in relation to the issue of animal testing has been the subject of detailed and painstaking review. The Committee is very aware that some members of animal charities or of anti-vivisection organisations, some of whom are holders of Stewardship units, believe that no investment should be made in any company which manufactures or sells products which have been tested on animals, whatever the nature of the products themselves. The Committee understands those views. Its own discussions on the matter have been long and intensive. The present statement reflects the outcome of those discussions.


3.The Committee will not approve investment in manufacture of cosmetics, soaps and toiletries, unless their products are animal test free. The Committee will not regard products as free of animal testing unless the manufacturer has either not conducted or commissioned any animal tests on the products or their ingredients within the past five years or has stated that, since a particular date, it has not and will not conduct or commission any such tests. The Committee has similar criteria in relation to manufacturers' suppliers.


4.Bearing in mind, however, Stewardship’s aim of investing in companies which are of benefit to the community, the Committee believes there will be occasions when investment in companies that are involved in animal testing is justified, especially when testing is required by law and where the company’s products would be likely to provide outstanding and exceptional benefits, such as the alleviation of pain or the prevention or cure of serious diseases. The Committee does not believe that Stewardship could properly exclude all possibility of investment in pharmaceutical companies which contribute to the fight against disease, for example in combating AIDS, or providing drugs for cancer sufferers, or the vaccination and other forms of inoculation on which many millions of people in both developing and developed countries depend.


5.At present there is no legal requirement for companies to provide information about their practices with regard to animal testing. It is therefore impossible for the Committee to satisfy itself, in the case of any particular company, that testing on animals is indeed essential, and is kept to a minimum, with avoidance of unnecessary suffering. The Committee will nevertheless do all it can to encourage disclosure, and will favour those companies that provide information both about their own practices and those of their suppliers. The Committee will itself be open about the decisions it makes: whenever an investment in a pharmaceutical company is approved, the Committee will record and make public its reasons.


6.Similar considerations apply to investment in companies that manufacture those veterinary products or food additives which the law requires to be tested on animals. In the case of manufacturers of other products, who themselves undertake or commission the (again sometimes obligatory) use of animal testing, approval for investment will be given only in the most exceptional circumstances. Examples of such products are household or industrial chemicals, including printing inks. If approval is given, the Committee will again record and make public its reasons. It will also seek to influence manufacturers of such products to find alternatives to animal testing and to encourage their suppliers to do the same.


7.With regard to retailing, the Committee will consider investment in a company that sells cosmetics, soaps and toiletries that have been tested on animals only if it also sells an alternative range or products that is animal test free.


8.The Committee will not approve investment in companies that provide animal testing services to other companies.


9.The Committee recognises the question of animal testing as one of great sensitivity and complexity. It is an area where it is extremely difficult to obtain reliable information. Even on the basis of the restricted information that is available, no ethical unit trust can at present realistically claim to be completely animal test free. The Committee will continue to keep the whole question of animal testing under review, and in doing so it will wish to monitor and take account of the views of unitholders. (Excerpt from ‘Statement on Animal Testing’, Stewardship, 1996c).


This statement explicitly does not offer a final resolution by Stewardship on  the issue of animal testing, however, it does show how wide of the mark Scruton’s comments are, at least concerning Stewardship (the family of funds which accounts for over 50% of the ethical investment market!). This statement indicates that the Committee of Reference are not ‘pre-empting complex moral arguments in favour of a particular foregone conclusion’, and it accepts the existence of ‘a real ethical question, for example, about the use of animals in testing pharmaceutical products.’ Indeed the Committee specifically refers to the value of pharmaceutical research in order to combat disease which Scruton mentions. The Committee demonstrates that it does not ‘assume that this complex ethical issue can be brought to a conclusion, simply by refusing to invest in firms which test drugs on animals’ and so cannot be regarded as adopting a frivolous and self-indulgent response to a real moral problemÕ (Anderson, et al. 1996:13-14). 


As we saw in Chapter 4, Friends Provident Stewardship is not the only fund to have an advisory committee, although few though do as much as Stewardship to discuss the issues. Some funds also have researchers who devote themselves to ethical and environmental issues full time.  For funds such as these it is hard to come to any other conclusion than that they do give serious consideration to ethical issues, and so Anderson and his colleagues are, in this respect wrong. There are, however, five important qualifications to my rejection of Anderson and his colleagues’ ‘weak analysis’ argument. Firstly, Anderson and his colleagues have some excuse for conflating the published brochures of the funds with their ethical positions. The brochures are not clear about the limited picture they give of the funds’ work. Indeed the brochures of some funds sometimes use language which implies that their criteria are rather more than simple investment policies. The brochures are certainly full of strongly ethical language. In failing to state clearly the distinction between their investment criteria and their ethical positions and procedures, the funds must share the blame for Anderson and his colleaguesÕ misinterpretation. Having said that, it was perhaps not a wise research strategy for Anderson to take marketing material as primary evidence to support claims of the strength which they have sought to make.� 


Secondly, while Stewardship and a few other funds engage in deliberation, as I have said,  the many investor-led ethical funds do not. 


Thirdly, while I believe I have shown that Anderson and his colleagues fail to acknowledge the sophistication of ethical analysis undertaken by ethical funds, this does not mean that there are no weaknesses. Several of those I spoke to about this issue within the ethical funds thought that they had a considerable way to go in achieving better, more sophisticated procedures of deliberation.  


Fourthly, for ethical thinking to serve as a basis for persuading companies to adopt better ethical and environmental practices, it needs to be of a particular kind. There are grounds for thinking that the kind of thinking engaged in by deliberative ethical funds is not always of the right kind. 


Finally, it is possible that however much ethical funds recognise and deliberate about the complexity of ethical issues, the appearance they give might be too unsophisticated for them to effectively promote the kind of public debate necessary to persuade companies to change. 


I will now consider the last three qualifications in more detail.


Weaknesses of ethical argument


The ideas about what counts as good practical argument, which I discussed in the introduction to this chapter, suggest that good arguments require one to make claims, backed by evidence that is warranted. The claims should be substantive, contestable and explicit; and that the evidence should be accurate, precise, sufficient, representative, authoritative, and perspicuous. As I said, I am not concerned to argue that these are necessarily the best conditions for good argument, only that good argument requires something like them. 


When considering the weaknesses in the ethical thinking of ethical funds, one has to consider the resource implications of doing the kind of rigorous thinking that is necessary. The first problem is the sheer scale of the task. Ethical funds consider a wide variety of different issues. The range of topics covered by ethical funds given by the EIRIS guide is ‘alcohol, animal testing, gambling, greenhouse gases, health and safety breaches, human rights abuses, intensive farming, military - Ministry of Defence contracts, military - nature of involvement, nuclear power, ozone depletion, pesticides, pornography, roads, South Africa - poor workplace conditions, third world concerns, tobacco, tropical hardwoods, water pollution’ (EIRIS, 1996a:5). Each of these issues has many dimensions, as we saw in Stewardship’s statement on animal testing (see above). There are also many different perspectives, or opinions from which each issue can be considered, many of which are not easily reconcilable. Animal rights arguments, for example, are difficult to reconcile with utilitarian arguments about the benefits of animal testing for human health. Dealing with each of these issues in any detail is a considerable task. Adopting ethical positions based on sound arguments is harder still.


The undertaking of this task is hampered in various respects. The committee members whose responsibility it is to deliberate on these issues also have other practical tasks to do. In addition to seeking sensible ethical positions on various issues, they must also adopt criteria to be used to screen on these issues; they must apply these criteria to the selection of companies for investment; and they must respond to enquiries from unit holders, IFAs, researchers� and others. The advisory committees of many ethical funds meet infrequently and for only a few hours at a time, so they can make only a modest impression on these difficult issues. Even the members of the Stewardship Committee of Reference, who have each devoted two or three weeks work each year for a dozen years, are, as we have seen (see p.� PAGEREF _Ref378749598 �100�ff.), rarely able to cover issues comprehensively. 


The two funds which have a full time research staff might be regarded as being in a better position. NPI Global Care, in particular, has a well resourced research team including three full time researchers and some part-time support. These staff have the time to develop considerably detailed knowledge of the issues. And in their area of speciality - corporate environmental policy - they are exceptionally well informed. Perhaps their most significant claim to have developed the kind of rigorous thinking which is necessary is their practice of ‘sector surveys’. These surveys do allow them to get fairly close to the bottom of the issues concerned. For example, the 50 page NPI Global Care report How Green are your Grocers? (NPI, 1996b) on the supermarket business identifies various key issues concerning the environmental performance of supermarkets. For example, one of the issues they consider is the quality of site management used by supermarkets. They note that petrol stations can be a significant source of groundwater and soil pollution. Many UK supermarkets operate petrol stations, but NPI finds that some are rather better than others at complying with Department of the Environment guidelines. However, while these funds are gradually making progress in various sectors, even here the task is compounded by the fact that these researchers also have research, marketing and management responsibilities. 


As I reported in the previous chapter, Tessa Tennant, of NPI Global Care, argues that ‘Dialogue without serious homework beforehand is just a waste of time. I mean you’ll get fleeced, because companies know their business better than anybody else, so unless you have done a lot of homework you can get caught out very quickly.’� Doing your homework requires both a considerable amount of information about companies, and a considerable amount of ethical (or in the case of ‘green’ funds, environmental) thinking. Coming to a reasonably adequate ethical position on any one of the many ethical issues concerning corporate practice, is a lengthy and difficult process. Let us take the issue of pornography as an example. Many ethical funds have criteria excluding investment in companies engaged in the production and distribution of pornographic material. What ethical ‘homework’ would be needed in order to produce an argument about why a chain of newsagents should stop selling pornographic magazines and novels? To come to an adequate ethical position on this would require, among other things, establishing a position on what is wrong with pornography, and why it is wrong, and a workable definition of pornography - what distinguishes a pornographic novel from a work of erotic literature. This is a difficult process. There are many different arguments about what is harmful about pornography, and how it may be distinguished from erotic art, or harmless ‘entertainment’. To come to a conclusion would require detailed consideration and evaluation of each, making and testing claims, weighing evidence etc. This would be a very time consuming task. Furthermore, this process is rather complex, so it is hard to see how it could be undertaken without written analysis of the various positions, and the drafting of papers developing a position between the various different perspectives concerned. And once one has come to a conclusion on the issue of pornography, one has still not completed the task because one then needs to decide upon the ethics of producing, and distributing pornographic material which raises issues other than those directly related to the ethics of pornography itself. One might wish to offer, for example, the argument that the distribution of pornographic material is less blameworthy than its production, and certain kinds of production are less blameworthy than others. Finally, in order to put this moral position to the test, one might like to offer it for criticism to the companies to whom it might be applied, to investors, to anti-pornography groups, to libertarians and perhaps to academic ethicists. This may well lead to further deliberation and revision.


Currently no fund comes close to doing ‘homework’ on ethical issues at this level of detail. Given the scale of the task this can hardly be considered to be a strong criticism. However, according to the claims I made at the beginning of this chapter, if ethical funds are to become more effective at addressing the corporate harm and investment ethics problems, this is a challenge to which they need to respond. 


Ethical position statements


One way in which ethical funds could demonstrably rise to this challenge is to develop the capacity to be able to offer investors, companies, and the public at large, detailed written statements of their ethical position on each of the issues on which they have a policy. If these statements are to have the procedural ethical qualities which I discussed at the beginning of this chapter, then they must contain arguments, which, on Toulmin’s account (1958), must contain ethical claims on particular issues, based on carefully warranted grounds. Currently, few ethical funds have produced any detailed statements of their positions. Those that have, have done so only occasionally. However, both Friends Provident Stewardship and NPI Global Care are developing the capability to do so on a regular basis. In mid-1996 Stewardship hired someone specifically in order to set down on paper statements of the  Committee’s position. The ‘Statement on Animal Testing’, quoted at length above, is the first fruit of this work. The in-house research team at NPI Global Care have also begun to produce position papers on various issues (e.g. NPI, 1996b). These papers are an excellent start. However, without underestimating the difficulty of the task, they tend to be rather brief, and only begin to flesh out the ethical positions that are being adopted. But perhaps beginning this task is precisely what most is needed at this stage. Stewardship’s statement on animal testing, though it is brief, already provides a useful basis for taking the argument forward. It raises a number of issues: the difficulty of gathering information on corporate animal testing practice; the lack of a legal requirement for disclosure; the legal requirement of animal testing for certain products; the benefits of products that have been tested on animals; the diversity of products tested on animals; and the availability of test-free products. This document provides a wide range of issues for further discussion and debate. For example, the Stewardship statement says:


‘the Committee believes there will be occasions when investment in companies that are involved in animal testing is justified, especially when testing is required by law and where the company’s products would be likely to provide outstanding and exceptional benefits, such as the alleviation of pain or the prevention or cure of serious diseases. The Committee does not believe that Stewardship could properly exclude all possibility of investment in pharmaceutical companies which contribute to the fight against disease, for example in combating AIDS, or providing drugs for cancer sufferers, or the vaccination and other forms of inoculation on which many millions of people in both developing and developed countries depend.’ (Stewardship, 1996c). 


This states an ethical position: ‘there are occasions when investment in companies that are involved in animal testing is justified’. On what grounds do they make this claim? It is not entirely clear, but it seems to have something to do with the claims that sometimes companies which are engaged in animal testing are doing so in order to meet legal requirements, and also that the products produced using animal testing are sometimes exceptionally beneficial. These are interesting, and perhaps persuasive, claims. But for them to be really persuasive, we will need to know why the fact that a potentially unethical practice required by law should count as mitigation; roughly what counts as an ‘exceptional benefit’ and what the basis for trading off animal suffering for human benefit is. Of course these arguments could go on indefinitely, and I am not suggesting that ethical funds produce a book on each ethical issue. I would argue only that the further ethical funds are prepared to go in this direction, the greater their ability to justify their decisions about what is ethical and unethical about corporate practice, the greater their ability to persuade comapnies to adopt more ethical practices, and the greater their contribution to traditions of ethical thinking about corporate ethical practice. 


Obstructions to the development of ethical arguments by ethical funds


There are a number of reasons why it might not be easy for ethical funds to engage in this time-consuming and difficult task of developing ethical arguments to back-up their ethical policies. One is that there is little support available to them for making ethical arguments. While EIRIS provides excellent research services on matters of information about companies, it has a policy of not offering advice on what ethical positions to adopt on issues of corporate ethics (EIRIS, 1996a:7). As a general point this means that EIRIS is only a useful resource when it comes to information, and is not useful as a resource for moral argumentation.  


Another reason why it might be difficult for some ethical funds to adopt clear ethical positions, is that there is considerable ethical disagreement at the detailed level between ethical funds, and even between their researchers and advisory committees. For example while some members of an advisory committee might have strong religious objections to the production and consumption of alcohol, others may enjoy drinking in moderation; while some people involved in ethical funds are committed to pacifist principles, others may believe that arming the British Army and UN Peacekeepers is acceptable. Adopting an ethical criterion which commits the fund to avoiding alcohol and armaments can serve to mask this ethical disagreement. This is because those who are in favour of alcohol and armies may not favour ethical criteria which exclude this area, but they tend to tolerate such criteria. However, in the attempt to produce a well argued ethical position it will not be possible to hide these differences. Adopting an ethical position requires one to say what is wrong, in some detail, with alcohol, and what is wrong with armaments; and what is wrong with manufacturing and selling these things. In specifying such a detailed ethical position it is inevitable that disagreement between members of advisory committees would emerge. A pacifist committee member would have to say that she considers all manufacture of armaments to be unethical, while another committee member may limit her censure to companies which manufacture landmines and other particularly evil weapons, and to those which sell weapons to regimes noted for their human rights abuses. Several of those I spoke to who operate ethical funds consider their fund to take a rather harder line than they would personally on a number of ethical issues. The possibility of such conflicts of opinion offer one reason why ethical funds might be disinclined to seek to develop detailed ethical positions. 


Another limitation on the ability of ethical funds to establish sophisticated ethical position statements is that to do so would require considerable resources. In the case of Stewardship, the Committee of Reference already has its work cut out administering and developing the Stewardship screening service. It is common for Committee members to have to consider well over 100 pages of material before each meeting. The considerable amount of extra work required to develop detailed ethical positions could be a full time job, and probably for more than one person. 


The wrong kind of thinking 


Another problem is that the screening approach focuses thinking on a different kind of ethical problem from that of developing ethical positions. This is the fourth qualification I offered to my rejection of the conclusions of the Social Affairs Unit report. Investment criteria are not ethical positions. They are of the form, ÔWe will not invest in companies that do XÕ, and not in the form ÔX is wrong because Y.Õ The virtues of ethical criteria are rather different from those of ethical positions. Good ethical criteria are ones that can be applied fairly to all companies, and must therefore be based on information that is evenly and reliably available on all companies. This means they must be limited to those issues about which regulatory bodies publish comprehensive data - such as the Environment Agency’s publication of breaches of water pollution regulations; information that companies are required to publish by law in their annual reports or elsewhere; and information provided by respected third parties. Deciding what criteria to use in order to screen out companies which, for example, make alcoholic drinks, is a very different task from that of deciding what is wrong with the manufacture of such drinks. The former task requires you to adopt criteria which treat alcohol manufacturers even-handedly on an objective basis. It requires little background ethical thinking about what exactly is wrong with alcohol manufacture, just the decision that it is in some sense unacceptable. The latter task requires detailed thinking about these background issues. What in particular is wrong with alcohol? Is all alcohol manufacture wrong, or just the irresponsible marketing of alcoholic drinks? Should the companies that make alcoholic drinks be held morally culpable for the actions of the minority of individuals who drink to excess, and are violent? These background issues are certainly discussed by deliberative ethical funds, however, they do not seem to be a primary practical concern for much of their deliberative time. They are not pursued as concertedly or systematically as they would need to be if they were to lead to well argued position papers across the range of issues concerning corporate ethics. The procedures outlined in Chapter 4 make the Stewardship Committee of Reference extremely good at making careful decisions about what companies are ethical enough to invest in, but do they not contribute to the development of arguments about how and why companies should change.


The fact that ethical funds focus heavily on the selection of criteria rather than the background ethical issues illustrates a general problem with the screening approach adopted by most funds. Intelligent argument about the ethical issues concerning corporate practice requires detailed consideration of complex ethical issues to be in the foreground. Yet the screening process always leaves these issues in the background. However complex and subtle the background issues are, the ethical screening processes must ultimately reduce these down to a simple ethical criterion which mechanically decides whether a given company is ethical enough to avoid exclusion from an ethical portfolio. Obviously the more criteria you have, and the more subtle your criteria are, the more subtle these choices will be, but ultimately the hugely complex ethical judgements surrounding the performance of a large, multinational corporation, manufacturing a hundred products, employing tens of thousands of people in a dozen countries may be reduced to a simple choice of whether it is ‘acceptable’ or not according to the requirements of a set of fixed ethical criteria. If such a company operated a subsidiary which, say, employed 100 people making ball-bearings for use in tanks, the whole company would simply be excluded by many ethical funds on an arms manufacture criterion. All other ethical deliberation by the ethical funds would cease for that company, as it would not longer be considered eligible for investment. While it is possible to make an argument might be made about why it is unethical to make ball bearings for tanks, the screening response to this problem seems not to do justice to the ethical complexity of companies, and does seem to cut short ethical argument, as Scruton implies (Anderson, 1996:13).    


It should be noted that Stewardship, and a few other funds, do adopt a more flexible approach, at least on those issues for which they do not use absolute mechanical screening criteria. Stewardship seeks to examine companies on their own merits by weighing up the good the company does against the harm it does. This is a more subtle process. But, at the end of the day, however sophisticated the balancing of good and bad a company does, the ultimate choice comes down to a binary decision about whether the company is acceptable for investment or whether it is not. This, again, is a function of the screening response to these ethical problems. As we discussed in Chapter 6, screening is not the only response. If the priority of one’s investment practice was to engage with companies in order to persuade them to change, one would not expend the huge resources of time and effort seeking to judge whether a company as a whole is acceptable for investment, but would instead seek to discover which areas of that company stand in need of reform, and seek to persuade the company to make those reforms. 


My point is to argue that the attempt to make screening work diverts the limited resources of advisory committees away from the goal of developing sophisticated ethical arguments on each of the many ethical issues surrounding corporate practice, towards to more ambiguous task of making judgements about which criteria are best, and which companies are acceptable. 


The appearance given by ethical funds


The fifth and final qualification to my rejection of the ‘weak analysis’ argument made by Anderson and his colleagues was that however sophisticated their ethical or environmental analysis actually is, the published material produced by ethical funds presents a contrary picture. Anecdotal evidence for this is suggested by the fact that Anderson and his colleagues were able, on the basis of published material, to almost completely miss the sophistication of ethical deliberation adopted by some ethical funds. The public appearance of ethical funds is important to their ability to persuade companies to change, and to contribute to the development of wider traditions of ethical thinking about business. In order to take ethical funds seriously, companies need to appreciate that ethical issues are treated seriously by the funds. The published material sometimes does not help this cause.


Anderson and his colleagues claim that:


‘Ethical investment as currently codified gives a heroes and villains picture of the economic world with some investment portrayed as ethical and others portrayed as not. As such it actually subverts moral education and the cultivation of a fine moral sensibility. (Anderson, et al. 1996:20)


On the basis of published material alone, this criticism is plausible. The material published by many ethical funds does seem to indicate that there are certain companies which are ethical and others which are not. If a company gets through a list of screening criteria, then it is ethical and if it does not it isn’t. The published material talks about ‘ethically sound companies’ (Henderson Ethical Fund brochure, 1996) and describes ethically screened investment as offering ‘performance without compromise’ (Abbey Life Ethical Trust brochure, 1994), and it implies that this can be achieved through a screened fund. Arguably, in using such simple rhetoric, ethical funds are presenting the investing public with a picture of ethical investment which indicates that deciding the ethics of corporate practice is as simple as a providing a list of investment criteria. Furthermore, the material may be taken to imply that the particular set of ethical criteria used by ethical funds are uncontroversial, firmly established ethical positions. This is largely not the case. Little attention is given, even in the material, of the deliberative funds, to the complexity of the issues, and to the fact that actually establishing what counts as ethical practice is very hard. 


As we have seen, the deliberative funds at least appear to appreciate these complexities. This comes across clearly in Stewardship’s statement on animal testing quoted above (see. p. � PAGEREF _Ref374426831 �156�). However, this complexity is not well communicated in the published material of ethical funds. It is at least possible that the simplistic message conveyed in published material actually discourages ethical investors and the wider public from thinking for themselves and from engaging with the difficult issues which arise from corporate practice. If, for example, an ethically concerned individual believes the simple message that by investing in an ethical fund he can invest with a ‘clear conscience’, or that he can have ‘profit with principle’, then he will no longer be stirred by his conscience to engage in debate about the difficult ethical issues concerned.


In fact there is very little positive evidence that ethical investment encourages complex moral debate about the issues with which it is concerned. From any reasonably sophisticated ethical point of view, just about every issue on which ethical funds have criteria is beset by a variety of subtle ethical difficulties. Instead of black and white, there are many subtle shades of grey. On this basis, when an investor considering ethical investment looks at an ethical fund, one might expect her to see this complexity, to perceive the unsettled nature of many of the ethical issues. In fact what ethical funds’ published material offers such investors is a simple list of negative criteria, and a simple list of positive criteria. These two lists may seem to indicate that the issues are cut and dry; that the ethical funds, have studied the issues long and hard and have come to clear, principled conclusions on them, adopting investment criteria to fit. In fact, as we have seen, this is not what happens. Investor-led funds base their choice of criteria on their perceptions of public concern, and do not offer detailed arguments for the adoption of particular criteria. The deliberative funds have much more sophisticated thinking on the issues, but as we have seen in the previous section, on many they are far from having a clearly articulated justification for their criteria. If the public face presented by ethical funds implies that the complex ethical issues of corporate practice can be adequately responded to by a simple list of positive and negative investment criteria, then one might expect that this would not be a very helpful contribution to the development of public thinking about the ethics of corporate practice.


If furthering the development of intelligent public moral debate is important, and if deliberative ethical funds have considerable debates in private, why are their public contributions limited to simple lists of areas they will avoid, and areas they will positively select? More than one of the fund managers I talked to said that according to some IFAs, it was easier to sell ethical investments if ethical funds keep things simple. It is, after all, hard enough for consumers of financial products to choose between competing products on financial grounds alone. When ethical issues are introduced, the choice develops yet another degree of complexity. For example, one way in which investors are asked to choose between ethical funds is on the basis of whether the fundÕs published criteria match their personal moral concerns. As I indicated in Chapter 5 (see p.� PAGEREF _Ref378749675 �124�ff.), this can be quite hard to work out given that it is likely that no fund will match the investorÕs principles exactly, and the investor will have to choose between several differing compromise funds. It is also argued by some people who sell ethical funds that people like moral issues to be black and white. Funds that imply they have produced authoritative lists of ‘ethical’ and ‘unethical’ companies, might be more attractive than ones who announce that no company is totally ethical, and none is completely unethical; that no stock market investment can be made without supporting companies engaged in some kind of harmful activity.  


Another reason why ethical funds might prefer publishing simple lists of criteria to explicit ethical positions, is that as I have argued above (p.� PAGEREF _Ref377553558 �156�ff.) it might be considered easier to persuade people of differing moral perspectives to unite behind an investment criterion, than it would be to persuade them to unite behind a clearly specified moral position. For example, more people might be expected to support the policy ÔWe will not invest in arms companiesÕ than the ethical positions ÔWe believe that the manufacture of armaments is wrong because we are committed to the principles of pacifism.Õ There are many different moral perspectives from which one can justify avoiding investment in arms companies, but the number of moral perspectives consistent with pacifism is rather smaller. This example makes the point, but it is rather extreme. There is no reason why ethical funds could not adopt more mainstream ethical positions which are capable of attracting broad support from many ethical positions. 


The reasons for publishing simple screening criteria, rather than sophisticated moral positions may make ethical funds more attractive marketing propositions. However, from an ethical point of view this is not encouraging. Fortunately from a marketing point of view the case is not clear cut. Some IFAs would argue that while keeping things simple makes their life easier, their customers are happy to tolerate complexity. Also from a marketing point of view, it is heartening that the funds that have gone furthest towards ethical complexity are also among the best selling funds, and the funds most highly recommended by ethical specialist IFAs.


In this section I have argued that Anderson and his colleagues’ argument that ethical investment makes use of inadequate ethical analysis is founded on mistake. Anderson and his colleagues have missed the distinction between investor-led and deliberative funds, and have failed to grasp the sophistication of ethical deliberation within the deliberative ethical funds. However, those funds that do engage in deliberation do so in a rather constrained way. 


Conclusion


In the introduction to this chapter I said that it was important for ethical funds to engage in deliberation. The grounds I offered for this were that 


i) Ethical deliberation is necessary to establish what is ethical or unethical about corporate practice. This is an important first step in addressing the corporate harm and investment ethics problem. 


ii.) The ability to deliver ethical arguments is important for engaging with companies in order to persuade them to adopt better practices. In Chapter 6 I tried to show that engagement is a promising approach for addressing the corporate harm problem. 


iii.) More controversially, that it would be valuable for ethical funds to be in a position to offer ethical arguments in order to contribute to the development of wider traditions of thought concerning the ethics of corporate practice.


In this Chapter I have argued that investor-led funds do not engage in deliberation so are not in a very good position to develop the kind of arguments which are necessary. Deliberative funds are in a much better position in this respect, certainly much better than Anderson et al. give them credit for. However, even deliberative ethical funds face a considerable challenge if they are to develop the level of sophistication necessary to make and win ethical arguments across the board. An important obstruction to meeting this challenge is the dominance of the screening process. This is partly because the dominance of the screening process absorbs resources that may otherwise be available for the development of ethical argument, and partly because it may require ethical thinking to focus in a different direction. In the next chapter I will consider this conflict further. 


Before completing this chapter, it is important to make one final point. The development of well argued ethical positions is by no means all that will be necessary for persuading companies to improve their practices, or for extending traditions of ethical thinking in the public sphere. In order to make arguments publicly effective they will have to be applied in a strategic way. Ethical funds will have to, in Vogel’s phrase ‘lobby the corporation’ (1978). In general ethical funds will need to develop considerable tactical and rhetorical skills, and to develop a sophisticated understanding of how best to change a company’s policy. While there are a handful of exemplary individuals, these are not skills widely found in ethical funds in the UK. If ethical funds are to make their arguments stick, they not only have to be able to make sound arguments but they will have to bring them before the right people, in the right way, at the right time. Given that the average ethical fund may invest in over 100 companies, and may have concerns in as many different discrete aspects of corporate policy, and given that ethical funds have limited resources, winning arguments will require rather narrow focus on particular issues and particular companies at any one time. Unfortunately the screening approach requires detailed consideration of all issues over all companies at the same time. It militates against the need to focus strategically on focusing on winning a small number of arguments at a time. Let us now turn to the question of the conflicts between screening and persuasion.


�



�  This example is based on one offered by Booth, et al. (1995).


�  It is worth emphasising that my discussion of the interpretive approach to ethics in this section is slightly different to that introduced in Chapter 1. There the shared understandings I referred to were mainly the shared understandings and traditions of the ethical investment community, here I am referring to the much wider community of corporate business as a whole.


�   I offer a more detailed account of the failure of the Social Affairs Unit report to pay sufficient attention to this issue below, see p.� PAGEREF _Ref374426831 �156�.


�  It is important to emphasise that while the investor-led funds’ capacity for ethical analysis might be regarded as weak, this does not undermine such funds’ claim to be rigorous in their application of ethical criteria to investment.


� Oddly enough Anderson and his colleagues do appear to realise that their criticisms are not quite directed at the right target, because they complain that the ethical funds do not publish details of their underlying principles: ÔIt is worse than eccentric to be coy - in much of their public literature - about revealing the principles on which such selections are made. It may even be unethical.Õ (1996:17) However, in the absence of these principles, they appear happy to treat the marketing material as if it fully reflects the positions of ethical funds.


� For example, an earlier draft of my case study of Friends Provident Stewardship, which appears in Chapters 3 and 4, was considered in detail and approved by the Stewardship Committee of Reference, at a cost of considerable time to the Committee.


�  Interview with the author.
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