Abstract.


There are 30 ethical investment funds in the UK, managing £1.3bn of assets on behalf of 150,000 investors. 13 years ago there were none. One goal of ethical investment is to allow people to invest in the stockmarket while not supporting companies with unethical practices. The other is to persuade such companies to reform. I offer a detailed case study of the leading ethical fund, Friends Provident Stewardship, which describes the ‘screening’ procedures used to achieve these two goals. Ethical funds are fairly effective at the first goal, but they are not good at persuading companies to reform. One reason for this failure is that the two purposes of ethical investment are in conflict (at least as they are currently conceived). The procedures used by funds to enable people to invest ethically, are not well suited to the pursuit of corporate reform. In order to rise to the challenge of corporate reform, ethical funds need to become better at engaging with companies and persuading them to change. This will require a significant shift in priorities from ‘screening’ to engagement. This thesis offers evidence in support of these claims, and makes a case which justifies this shift in priorities. 


