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Abstract
One interesting mechanism of Socially Responsible Investment (SRI) is the divestment arrangement for the Norwegian Government Pension Fund (Global). The Norwegian Parliament has established a Council on Ethics that recommends exclusion of certain corporations from the portfolio of the Fund, to prevent complicity with violations of fundamental humanitarian principles, serious violations of human rights, gross corruption or severe environmental damage. The article explores two issues concerning this mechanism, one practical and one normative: How the exclusion mechanism is implemented, and what we are to make of such efforts to impose normative constraints on profit-seeking economic activity. Sections 1 and 2 present the ethical guidelines and shows how the Council decides on its recommendations. Section 3 considers whether such SRI by large investors can be said to be effective and legitimate responses to the new challenges wrought by economic globalization. Section 4 indicates three among several different roles that SRI may play, while section 5 draws some conclusions. In particular, the Norwegian government’s divestment efforts – primarily aimed to prevent complicity - may also contribute to prevent the wrong-doing by others under certain conditions.
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Introduction
The investment practices of the Norwegian Government Pension Fund draw international attention, for several good reasons. I am grateful for constructive comments from the journal editor, the editor of the special issue, and  from two anonymous referees. The Fund is meant to help shoulder the future economic burdens invoked by demographic changes combined with declining oil revenues in the future. The Ministry of Finance is responsible for the management of the Fund, and has delegated responsibility for the operational management of the Fund's international assets to Norges Bank Investment Management - NBIM. NBIM achieves an impressive return, thus fulfilling its obligation to secure that a reasonable portion of the country’s petroleum wealth benefits future generations. The market value of the Government Pension Fund - Global at 30 May 2007 was 1 964.3 billion NOK (approx 332 bill USD/ 246 bill EUR). In 2006 it yielded a total return of 7.9 %; the equity portfolio yielded 17.0 %.
Simultaneously, the Norwegian Parliament has taken steps to ensure that the Fund not contributes to unethical acts or omissions, such as violations of fundamental humanitarian principles, serious violations of human rights, gross corruption or severe environmental damage. References below. 
Two main mechanisms serve to avoid such complicity. The Fund is required to exercise its ownership rights in ways that reflect the UN's Global Compact and the OECD's principles of corporate governance and guidelines for multinational companies. 
In addition, Parliament established a Council on Ethics to help the Ministry of Finance and the Fund avoid risks of moral complicity in particularly problematic cases. The Council may recommend that the Minister of Finance exclude certain corporations from the portfolio of the Fund. By the end of 2006, 20 companies with a combined value of NOK 14.2 billion had been excluded. Norges Bank estimates the total transaction costs of these exclusions to NOK 47.7 million.
In effect, these mechanisms ensure that the Fund is involved in ‘Socially Responsible Investing’ (SRI), of two distinct kinds (Vallentin 2003, 117): An activist approach and a negative approach. For our purposes, the definition of SRI offered by Kinder, Lydenberg and Domini is suitable: 
An investment that combines an investors financial objectives with his or her commitment to social concerns, such as peace, social justice, economic development, or a healthy environment; an investment, which may or may not have economic return as its principal goal, made with an intent to take into account the  impact of the investment on the society in which the investment is made” (Kinder, Lydenberg, and Domini 1992: 852, as quoted in Vallentin 2003, 114 ). 
The present article explores two of the issues within this case of SRI, one practical and one normative. A previous version of this paper appeared in Spanish as Follesdal 2006" Follesdal 2006.  They arise when investors seek to pursue the two morally honorable objectives, of profit for the owners, and justice for other parties. How is the exclusion mechanism implemented? And what are we to make of such efforts to impose normative constraints on profit-seeking economic activity?
These issues merit even more attention during 2008-2009, when the Ministry of Finance undertakes an evaluation of the contents of the Ethics Guidelines and their two main mechanisms. How should the procedures and guidelines be improved?
Note that this article leaves aside other intriguing issues, such as whether and to what extent such filters are in fact also conducive to long term profit for a single investor. Thus the Investors’ initiative ‘Principles for Responsible Investment’ rest on the belief that 
There is a growing view among investment professionals that environmental, social and corporate governance (ESG) issues can affect the performance of investment portfolios. Investors fulfilling their fiduciary (or equivalent) duty therefore need to give appropriate consideration to these issues. (my emphasis) http://www.unpri.org/about/" http://www.unpri.org/about/
They hold that
we believe that environmental, social, and corporate governance (ESG) issues can affect the performance of investment portfolios (to varying degrees across companies, sectors, regions, asset classes and through time). We also recognise that applying these Principles may better align investors with broader objectives of society. Therefore, where consistent with our fiduciary responsibilities, we commit to the following… http://www.unpri.org/principles/
(my emphasis)
Several research institutes, monitoring companies and indices such as FTSE4Good may help determine in which sectors, regions and asset classes such arguments of convergence between profit maximization and normative concerns are sound. The present article assumes that there are areas where conflicts do remain, where investors must address partly conflicting objectives and standards. 

Sections 1 and 2 present the ethical guidelines and shows how the Council decides on its recommendations. Section 3 considers whether such SRI by large investors can be said to be effective and legitimate responses to the new challenges wrought by economic globalization. Are ethical constraints on investments part of a plausible reallocation of obligations of governments, companies, NGOs, investors and citizens? Section 4 indicates three among several different roles that SRI may play, while section 5 draws some conclusions. In particular, while the mandate of the Council on Ethics mainly seeks to avoid complicity in wrong-doing, I suggest that the Norwegian government’s efforts at SRI may also contribute to prevent the wrong-doing by others. Some of the work by the Council on Ethics may contribute to standard setting among several stake holders – if they are convinced of the reasoning.
1 About the Norwegian Government Pension Fund (Global) and the Council on Ethics
Instructed by the Norwegian Parliament, the Ministry of Finance established Ethical Guidelines for the Fund that entered into force December 2004, on the basis of a list of ethical constraints expressed by Parliament. The guidelines are available at http://www.regjeringen.no/en/sub/Styrer-rad-utvalg/ethics_council/Ethical-Guidelines.html?id=425277" http://www.regjeringen.no/en/sub/Styrer-rad-utvalg/ethics_council/Ethical-Guidelines.html?id=425277. Information about Parliament’s discussions, at http://www.stortinget.no/innb/2003/200304-ii0-010.html" http://www.stortinget.no/innb/2003/200304-ii0-010.html  9.2.2.
The guidelines restrict the Fund’s investment universe. The Fund shall not invest in certain corporations, as identified by a Council on Ethics which recommends to the Minister of Finance that certain companies should be excluded. The mandate of the Council specifies two central tasks. Firstly, it shall recommend ‘negative screening’ of companies that produce weapons that through normal use may violate fundamental humanitarian principles. 
Secondly, the Council shall recommend exclusion of corporations that through their acts or omissions impose an unacceptable risk that the Fund contributes to: 
	Serious or systematic human rights violations, such as murder, torture, deprivation of liberty, forced labour, the worst forms of child labour and other forms of child exploitation 

Serious violations of individuals’ rights in situations of war or conflict
Severe environmental damages 
Gross corruption 
	Other particularly serious violations of fundamental ethical norms
The Council may act on its own initiative or as requested by the Ministry of Finance. 

Assisted by a Secretariat the Council gathers necessary information as it sees fit to secure satisfactory documentation to substantiate various claims made for and against the corporation in question. Information sources so far have included the companies’ own web-sites, Jane’s Information Group, the Norwegian People’s Aid landmine division, Human Rights Watch’s Arms Division, the International Campaign to Ban Landmines (ICBL), Norwegian Defense researchers and the Norwegian Ministry of Foreign Affairs. The procedure incorporates an adversarial element in that companies considered for exclusion are contacted by the Bank and invited to comment on the proposed recommendation before the Council makes its final decision. 
Recommendations are submitted to the Ministry of Finance, which in turn may instruct the Norwegian Central Bank to exclude the specified companies. The Bank is usually given two months to sell the shares, before this decision is made public. The recommendations are to be made public regardless of whether the Ministry of Finance decides to follow them. It is important to note that the mandate, the recommendations and their grounds are publicly available at the Council web site http://www.etikkradet.no. 
To give some indications of the workload of the Council, as of January 2007, 19 companies have been excluded. Details are in the 2006 Annual Report, at http://www.regjeringen.no/pages/1957930/engelsketikk_06.pdf" http://www.regjeringen.no/pages/1957930/engelsketikk_06.pdf  Of the approximately 70 companies that the Council assessed in 2006, five recommendations for exclusion have been made public by the Ministry by year’s end. One company was reintroduced into the investment universe which had previously been excluded. Some of these cases are presented below.
2 How the Council on Ethics implements the SRI Standards
In order to implement the guidelines they must be interpreted and operationalized, in ways that merit some comments. 
Consider first the negative screening of companies that contribute to produce production of weapons that violate fundamental humanitarian principles. The debate in Parliament made clear that companies should be excluded that “develop and produce key components to nuclear weapons”. Such “development and production” is taken to go beyond the actual production of nuclear warheads, to also include missiles that carry these warheads, testing and maintaining them.
Similarly, Parliament made clear that cluster weapons are to be excluded. One reason may be that these weapons do not distinguish sufficiently between military and civilian goals during – and especially after – an attack, in violation of fundamental humanitarian principles. The Council recommended to exclude companies that produce key components, such as the canisters and guide mechanisms, and the ‘bomblets’ themselves. Similar argument lay behind exclusion of companies involved in production of some other weapons, such as anti-personnel mines.
The Council has laid out several conditions that must be satisfied for a company to be held morally complicit in present human rights violations:
	There must be a linkage between the company’s activities and the relevant human rights violations.  
	The violations must be perpetrated in order to secure the company’s interests.
	The company must have contributed to the violations, or be aware of the violations yet refrain from attempts to prevent them. 

The violations must be ongoing, or there must be an unacceptable risk that they will occur in the future, as for instance established by past conduct.

Thus, in 2005 the Council recommended that the Fund not invest in Kerr-McGee Corporation, due to its contract with the governmental Moroccan oil company ONAREP to explore for oil off shore Western Sahara. Details are in the 2005 Annual Report, at http://www.regjeringen.no/pages/1957930/Årsmelding%202005%20eng.pdf" http://www.regjeringen.no/pages/1957930/Årsmelding%202005%20eng.pdf  The concern of the Council here was whether investment in the company would the Fund at risk to contribute to future acts or omissions that would violate fundamental ethical norms. Moroccan authorities claim sovereignty over this area in disagreement with the UN, which as of 1963 established Western Sahara as a Non-Self-Governing Territory under the UN Charter. The Norwegian official position is that no governmental agency should act so as to prejudice the peace efforts by the UN. The Council found that Kerr-McGee contributed to the aim of Morocco to exploit natural resources in the area, which could be in violation of international law, including the UN Charter and the Convention on the Law of the Sea. When Kerr-McGee later ceased this activity, the company was re-introduced into the investment universe.
In contrast, in 2005 the Council did not found that the Fund’s investments in Total violated the guidelines on account of Total’s operations in Myanmar (Burma), since not all these conditions were met in this case. This case also illustrates how the Council interprets the mandate’s instruction to recommend exclusion in order to avoid investing in corporations that would involve the fund in “an unacceptable risk of contributing to: Serious or systematic human rights violations …”.  
Total stood accused of complicity in past human rights violations when a gas pipeline was constructed in 1995-1998, and ongoing complicity since Total continued to generate revenues for the Myanmar regime. But the Council Mandate holds that only risk of future violations of the guidelines should lead to exclusion, so past violations are irrelevant - unless they indicate likely breaches in the future. The Council found it likely that Total was aware of human rights violations in connection with the construction of the pipeline, and found that the company did little to prevent such violations. But this in itself did not provide a basis for exclusion from the Fund. The Council considered that Total was unlikely to pursue projects in the future that would involve similar human rights violations, partly due to the very negative reputation wrought by these allegations in the past. What might otherwise indicate such a risk of contributing to future human rights violations? It is of course difficult to lay out precise requirements, and certainly not indicators that would serve as independent sufficient criteria to prevent such risks. 
For instance, it is not at all clear that a decision to include a ‘Code of Conduct’ will suffice, in the absence of credible measures of implementation. Furthermore, monitoring mechanisms that fail to involve external bodies will not provide the sort of trustworthiness that independent monitoring bodies can deliver.
Among the intriguing issues that must be resolved is how to determine the relevant kind of moral complicity in human rights violations. There is, to be sure, some international case law on companies’ complicity in war crimes, harking back to the Nuremberg tribunal that sentenced senior executives of those German firms that provided Zyklon B gas to the Nazis. 
John Ruggie, UN Special Representative of the Secretary-General on the issue of human rights and transnational corporations and other business enterprises, addressed this issue in his 2007 report. He notes that
”Moral support” can establish individual liability under international law, and the tribunals have extended it to include silent presence coupled with authority. But a company trying in good faith to avoid involvement in human rights abuses might have difficulty knowing what counts as moral support for legal purposes. Mere presence in a country and paying taxes are unlikely to create liability. But deriving indirect economic benefit from the wrongful conduct of others may do so, depending on such facts as the closeness of the company’s association with those actors. Greater clarity currently does not exist. However, it is established that even where a corporation does not intend for the crime to occur, and regrets its commission, it will not be absolved of liability if it knew, or should have known, that it was providing assistance, and that the assistance would contribute to the commission of a crime. (Ruggie 2007, § 42)
One might ask whether the Council has been correct in its risk assessment, whether Total is likely to become morally complicit in future human rights violations in Myanmar. This is neither the best place nor the best time to assess the Council’s efforts, but a few comments may indicate the complexity and special features of these assessments. Firstly, we must distinguish between a risk assessment and what actually ends up occurring. The Council must seek to make an informed assessment of each case. Whether the assessment procedure is sound can best be determined by considering far more cases. 
Secondly, it may sometimes be more important to avoid either ‘false positives’ or ‘false negatives’: i.e., it might be thought better to exclude too many corporations rather than too few – or indeed the other way around. For instance, in the judicial system, it is often said that it is better to err on the side that favours the guilty. However, in the case of exclusions from the investment universe of the Norwegian Pension Fund, there are arguments in favor of seeking a risk assessment that is as accurate as possible, since there are moral obligation both to maximize yield and to avoid moral complicity in wrong doing.  
Thirdly, we should keep in mind that the Council may at any time decide to revise its recommendations – both to divest, and to include particular companies in the investment universe again. Such changes may depend on clear changes of substantive facts – as was the case with Kerr-McGee – but might also depend on changes in various indications of risks of future human rights violations. 
3 Why Socially Responsible Investing Now: Legitimate and Effective? 
Citizens and NGOs who campaign for corporations to take more responsibility for the human rights of their workers and third parties are sometimes criticized. Their critics say that they fail to attend to the consequences: many such efforts by individual companies are said to be ineffective or even counterproductive.
To illustrate: objectionable company practices typically impose hardship on the local population, or exploit and violate workers basic rights by using child labor. Yet some harsh forms of child labor, while an evil, may regrettably be the least bad alternative for destitute families. Moreover, the eradication of abuse is beyond the power of any individual company or investor, especially since there are few binding norms generally complied with. For instance, the OECD guidelines call on companies to ‘contribute to the effective abolition of child labour.’ http://www.olis.oecd.org/olis/2000doc.nsf/LinkTo/daffe-ime(2000)20" http://www.olis.oecd.org/olis/2000doc.nsf/LinkTo/daffe-ime(2000)20    Yet individual companies have limited impact, and can hardly be expected to do more than refrain from child labour themselves. If such a ‘socially responsible’ company exits from a problematic situation this may incur several unfortunate effects. Scrupulous companies may move in and continue abuse – perhaps even harsher than toward workers than previously. On the other hand, if no other employer takes over, the child workers may be even worse off, and face unemployment or prostitution. For instance, UNICEF reported that in the aftermath of the US 1993 "Child Labor Deterrence Act', barring manufactured imports from foreign industries using child labor, Bangladeshi manufacturers allegedly fired 50 000 child workers. They were thereby forced into prostitution, street hustling and other more hazardous work than before (UNICEF 1997). 
A further difficulty with SRI and ethical guidelines in particular is that different conceptions of these instruments flourish. And worse: the norms sometimes conflict. They lay out different substantive responsibilities in various norms and guidelines. And they differ in how they allocate responsibility among corporations, NGOs and governments to secure compliance, monitoring and enforcement of these norms. 
In response to these critics, consider first the global setting for these new calls for SRI. 
Several parties now urge that globalization requires a ‘realignment’ of responsibilities. We must reconsider the division of moral responsibility between the various collective agents involved in global governance of markets: Corporations, states, intergovernmental bodies such as the UN, NGOs – and investors. 
As with most slogans, claims about the extent and impact of globalization are vague, perhaps essentially contested, and often dubitable as general statement. But some central features seem accurate. For our purposes, globalization is the fact that actions and practices systematically affect others across territorial borders. 
In a historical vein, such global perspectives on economic affairs are of course not new. More than two hundred years ago, the great economist - and moral philosopher - Adam Smith observed in An Inquiry into the Nature and Cause of the Wealth of Nations (Smith [1776] 1954) that: 
A merchant, it has been said very properly, is not necessarily the citizen of any particular country. It is in a great measure indifferent to him from what place he carries on his trade, and a very trifling disgust will make him remove his capital, and together with it all the industry which it supports, from one country to another
Global mobility has increased drastically since Smith’s time. The digital economy and the growth of powerful multinational corporations contribute to shift control away from domestic governments to globally integrated financial markets and corporations. These shifts in turn impact on governments' perceived policy options. The traditional instruments of the state, acting singly, have lost their ability to protect the vital interests of citizens, such as the interest in physical integrity, civil rights, or meaningful influence over the institutions that shape their lives. 
The increased cross-territorial impact of international business, combined with the reduced capacities of governments and civil society indicate why international corporations and those who invest in them stand in need of justification in ways that domestic corporations traditionally has not. We must rethink the distribution of responsibilities that used to justify business and consumer practices in the domestic setting.
Previously, many sovereign states could respond to global economic liberalization by a domestic ‘grand social bargain’ that would help buffer the costs on vulnerable societal groups by tariffs, redistribution by taxation and other means. National welfare states have been able to respond in different ways to avoid dismantling social protection schemes (Scharpf 2000). John Ruggie describes how in many economically developed states, the government was able to create and maintain a ‘grand social bargain’ to share the adjustment costs of opening up the markets. Crucial components of the compromise were governments’ ability to buffer the impact by means of tariffs and exchange rates, and finance social investments and safety nets (Ruggie 1982). 
Under the new conditions of globalization, the opportunities to protect citizens seem bleaker, even for developed states - not to mention developing countries and weak states. The state is no longer clearly the policy maker, and companies simply policy takers; nor can states individually ‘embed’ economic liberalism. Individual states are policy peddlers, and multinational corporations are, if not policy makers, at least vocal policy shoppers. The global competition for capital and corporations within a highly interdependent global economy threatens many of the instruments the state has at its disposal to protect and promote the welfare of its citizens (Ruggie 2003). Arguably, as regards developed welfare states, these threats are sometimes overdrawn (Pierson 2001). But economically less developed states clearly face many such challenges under economic globalisation. Sometimes states seek to regain control by international regulations that address the collective action problems of states competing against each other, e.g. within the European Union, or by the use of ILO Conventions. But many collective action problems remain, especially among poor and weak states. They may be ‘willing,’ but find themselves unable to uphold strict labour and human rights standards against corporations who can credibly threaten to move their business to other, more ‘business-friendly’ territories.  
Economic and financial globalization may thus render states unable to continue costly policies in pursuit of citizens’ social and political rights. Corporations can evade states’ instruments of taxation, final legal adjudication, and regulation. Governments are therefore led to compete for mobile capital and multinationals - leading, some fear, to a race to the bottom on such crucial issues as wages, labour rights, and environmental and safety standards. These changes affect the moral justification of a distribution of responsibilities between states and corporations.
Adam Smith famously argued that under certain conditions even self-motivated market agents will freely exchange goods in such ways that some will be better off without rendering any one worse off. So self interested actors operating in markets can be morally defensible. But such a defense relies on an elaborate distribution of social responsibility between what we may think of as corporations, government, NGOs, and civil society. Proponents of free markets have hailed Adam Smith, ignoring that he argued for several constraints on the market, even beyond those needed to correct its ‘imperfections.’ Cf. Follesdal 2004" Follesdal 2004, and especially Satz 2007" Satz 2007 for details. Smith insisted that governments must not only regulate the market and correct market failures, but must also take on further tasks. The government should redistribute through taxation on luxury items to benefit the poor, schools must socialize all to full citizenship, and there must be bodies that can scrutinize governments and corporations. Elaborating on this defense, we may say that corporations may be permitted to focus exclusively on value creation, but only when other bodies secure that the background conditions ensure a just distributive outcome overall, in a complex division of moral labour. It is within such a broader system that Milton Friedman’s claims might be justifiable, that 
a corporate executive is an employee of the owners of the  business. He has direct responsibility to his employers. That responsibility is to conduct the business in accordance with their desires, which generally will be to make as much money as possible while conforming to the basic rules of the society, both those embodied in law and those embodied in ethical custom. Friedman 1970" Friedman 1970, 153.
Such a defense of the legitimacy of unbridled pursuit of profit by corporations and their investors fails under globalization. The requisite distribution of moral labour does not occur: Third parties are affected without compensation; urgent obligations to protect workers rights and their other human rights go unmet; and educational opportunities are poor or non-existent – partly due to the lack of the goverments’ ability or willingness to tax. So the distribution of roles has shifted. The problem is particularly striking and urgent insofar as multinational corporations themselves appear to be part of the reason why many governments cannot secure the basic interests and human rights of their citizens. Governments appear unable to secure a decent economic floor and a safe working environment for workers in the global economy, from fear that such requirements will lead multinationals to exit. 
Under these conditions, corporations and investors must reconsider why they should still be excused from all other moral obligations than the pursuit of their economic self interest. I submit that these changes in the options and capacities of corporations and domestic governments demolish plausible claims to corporations’ and their investors’ license to pursue profits unbridled. If global markets and their major players are to be normatively justified, they may have to shoulder the responsibility to distribute benefits and to prevent harms, together with states, international civil society and consumers. At least they may have to do so until such times that states, or a coalition of states does so reliably. When weak governments individually are unable or unwilling to enforce the requisite human rights regulations, one temporary solution may be that corporations responds responsibly to this ‘governance gap.’ (Ruggie 2007, §82) Norms that prohibit individual corporations from contributing to human rights violations and other forms of Socially Responsible Investing (SRI) may be part of such requirements of justice. With such obligations, the ‘global basic structure’ as a whole may satisfy the normative requirement of protecting the vital interests of all - even under economic globalization where legitimate political structures of governance are not yet in place.
I submit that ethical guidelines and other forms of SRI and Corporate Social Responsibility may be best interpreted and assessed in this light.
4 Three roles of Socially Responsible Investing
There are at least four different uses of ethical disinvestment criteria and other forms of SRI, each with their own objectives and justifications. For elaboration of four agendas that only partially intersect with these three objectives, cf. Vallentin 2003, 118-19. Some of these may fit better for investors, others for states, and yet others for consumers. For our purposes, I leave one of these roles of SRI aside: namely its role in promoting investors’ profit. Interesting research is under way on this issues, and more should be done. However, with regard to the normative dilemmas, the three other roles are of greater significance.
Firstly, such disinvestment, boycotts etc may be expressive of own values. Harking back to the religiously based hesitations about the market, as well as Immanuel Kant, boycotts of goods and shares and other modes of non-cooperation have been regarded as a way to disassociate oneself from what is regarded as evil acts and practices. Cf. Hill 1979" Hill 1979. Indeed, this seems to have been a main motivation behind the first disinvestment movement in history, that of the Quakers from the slave trade. In 1696 and 1698, the Philadelphia Yearly Meetings of Friends advised against involvement in the slave trade as a business venture. By Quaker lights these corporations should be shunned as inconsistent with the will of God, minimal standards of justice and the golden rule. 
This mode of reasoning seeks to remove the causal chain between one’s own acts and the immoral outcomes, and ensures that what human rights violations occur, at least does not come about through one’s own agency. Similar motives often seem to underlie consumer boycotts (Micheletti, Follesdal, and Stolle 2004; Micheletti and Follesdal 2007). Such conceptions of respecting human rights may be criticized as moral self indulgence, or even impossible to monitor for global investors involved in a multitude of corporations operating globally. Yet this justification also avoids some of the standard criticisms of ineffectiveness, since the objective is not to prevent all suffering and human rights violations, but to remove the agents’ moral responsibility for it. 
A second conception of ethical criteria regards them as self-imposed, voluntary constraints on company practices. The UN Global Compact partly serves this role. United Nations Global Compact Network 2001" United Nations Global Compact Network 2001. There may of course be many reasons why corporations sign up to agreements that seek to further or comply with states’ human rights obligations. One important reason may be profits – there does seem to be a demand for SRI (Vallentin 2003, 119). Other reasons include fears of consumer sanctions, to attract good employees – and a fear that unless voluntary codes are agreed to, governments will impose more stringent codes. Such voluntary approaches may well contribute to the socialization Adam Smith required, and foster learning, trust and better practices that may gain general support over time.  cf. Fung, O'Rourke, and Sabel 2001" Fung, O'Rourke, and Sabel 2001; Ruggie 2007" Ruggie 2007.And if enough companies participate they may prevent a significant number of human rights violations – especially if they also commit to impose such constraints on their supply chains. These beneficial effects may occur even under ‘partial compliance’, if few enough non-signatories fail to comply. 
On the other hand, such voluntary agreements may be criticized on several grounds, ranging from their anemic content owing to a market for cheap and vague non-monitored standards, to the real risks for compliers incurred by noncompliance by the rest. Human Rights Watch 2000" Human Rights Watch 2000; Kamminga 1999" Kamminga 1999; Ruggie 2006" Ruggie 2006 If unscrupulous competitors rush in where more honorable corporations fear to tread, the costs may be too high for those who exit, while the oppressed only experience a change of oppressor. 
A third conception of ethical criteria may be as a supplement and support for global regulations ‘with teeth,’ such as legal human rights obligations placed directly on corporations – which are not yet in place. On this view SRI and other forms of CSR are important components of regimes that may in time promote human rights, environment and other worthy goals. But these measures cannot and should not replace efforts at establishing binding regulation. SRI and ethical guidelines may over time move companies to favour governments’ regulation and capacity-building. This would seem to be the position of the European Parliament when it suggested the European Monitoring Platform in 1998. European Parliament 1998" European Parliament 1998. This platform seeks to create common European guidelines, uses public hearings to illuminate good and bad practices, and will use aid and other public finances as sanctions. The Special Representative of the UN Secretary-General envisions similar processes. Ruggie 2007" Ruggie 2007, Ruggie 2007b" Ruggie 2007b. 
The aims of such guidelines may include
	Standard setting, voluntary and obligatory, to establish expectations and credible threats of ‘shaming’ and other reputational costs for those corporations that violate them.

Shifts in the expected payoffs for corporations that consider policies that violate such standards.
	To help governments’ maintain high human rights and labor standards, by reducing their fear that other states will violate these standards to attract corporations.
5 Conclusion: Is the Council on Ethics Effective?
We can now return to assess whether the Fund and the Council on Ethics’ efforts at implementing ethical standards are ineffective. The cursory overview of the three conceptions supports a less pessimistic view. 
Firstly, the mandate of the Council is clearly a case of the first kind: an expression of own values. It primarily seeks to avoid complicity of the Fund with morally problematic corporate practices. Effectiveness on this score is centrally an issue of whether the Council’s understanding of ‘moral complicity’ is reasonable, e.g. in sufficient agreement with current trends in international law, and in accordance with scholars’ consensus. Cf Kutz 2000" Kutz 2000, and the overview in Ruggie 2007" Ruggie 2007.  Also, such effectiveness requires that the Council succeeds in identifying the companies involved in violations. Note that continued environmental degradation and human rights violations by other investors do not challenge this objective, because the main concern is that such violations do not occur by own hands. 
I submit that this is an honorable and justifiably moral objective. But it might be criticized on at least two grounds: that it is not enough, and that it is counter productive. As to the first objection, It may be objected that simply being an investor in a global economy as unjust as the present renders all participants morally guilty. I submit that at least regards the Norwegian Parliament, this criticism does not hold up. Exclusion of corporations is not the only effort. Parliament has also instructed that the Pension Fund be involved with active ownership strategies to improve their human rights record when necessary. And Parliament also allocates other funds for capacity building and other international aid to weak and poor states.
With regard to the second criticism, there are several reasons to believe that the exclusion mechanism is not counter productive. To the contrary, if the following considerations are plausible, the Council may also contribute to the two other conceptions of guidelines and SRI: to promote compliance with human rights by individual corporations, and to promote a better regime for corporations in the longer run.
Recall that the particular set of norms are operationalized, applied and monitored by the Council in public, reasoned ways that include adversarial components. These procedures may help develop a robust and defensible human rights regime that regulates corporations, in several ways. Firstly, the Council may help identify violators in ways that can be copied by other investors. The Council may also foster consensus on these norms by companies, NGOs and other investors alike, by showing that and how they can be operationalized. Such transparent standard-setting and monitoring are crucial for the development of international or transnational regimes in the longer run. 
I conclude by noting some of the conditions that must be in place if the Council is to have such impacts over time. These suggestions may be relevant when the Ministry of Finance evaluates the Guidelines and the mechanisms.
Publicity and argued decisions are necessary to maximize shaming effects, to facilitate copying by other investors, to strengthen NGOs and other concerned parties, and to facilitate the corporation’s strategies for improvement.
Also, the divestment threat must be predictable and credible. This requires publicity and carefully reasoned decisions. Furthermore, there should be procedures for re-inclusion in the investment universe. Once excluded, there should be real, predictable prospects of lifting a divestment decision, to increase the corporation’s willingness to engage in dialogues with ‘future shareholder’ 
The substantive norms must enjoy wide spread acceptance – as is arguably the case with the standards of the Mandate. The operationalizations and quasi-judicial judgments must also be convincing to the general public and relevant stakeholders.
So while the mandate of the Council on Ethics mainly seeks to avoid complicity in wrong-doing, I have argued that the Norwegian government’s efforts at SRI may also contribute to prevent the wrong-doing by others. It may do so by to standard setting and monitoring that impacts and is used by several stake holders.
 It remains to be seen whether the Council on Ethics will indeed have such effects, e.g. whether corporations, investors and other states are convinced both by the mandate and by the reasoning of the Council. If broadly shared, the ethics standards may help investors that seek to act responsibly, and thus help shift the expectations and behaviour of corporations and governments toward a more just international basic order. 
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