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Abstract. Recently, social responsible investment has experienced exceptional growth. For that reason,
many listed companies pretend to have adopted guidelines and values proclaimed by prestigious inter-
nacional organizations as the UNO or the OECD. In fact, to adhere such guidelines is a requisite to be
included in most socially responsible stock indices. In this paper we search for irresponsible behaviour
by Spanish companies included in some of the world most preminent sustainable stock indices. The
main result is that most of the companies have been actually critized by prestigious NGOs, so their
identification as socially responsible should be questioned.
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1. Introduction

The number of responsable investors has grown
substantially in the last few years. As a result,
the volume of assets by socially responsable in-
vestment (SRI) vehicles reached in 2016 around
22.89 billion dollars (Global Sustainable Invest-
ment Alliance, 2016). In Spain, socially respon-
sible investment funds reached 169.359 million
euros at the end of 2015, which represents 47%
of the whole managed funds. However, Spain is
still lagging behind neighbouring countries such
as France, United Kingdon and Germany. In-
deed, out of the 161 ethical investment funds
available in Spain, only eight are managed by
Spanish companies (Spainsif, 2016).

Although the main goal of socially re-
sponsable investors is to avoid their funds to be
used in activities that are harmful to society, at the
same time, investors expect to obtain a profitable
return on their investments. Therefore, positive
performance and investing in companies with eth-
ical and social behavior are both goals of ethical
investors (Benson, Brailsford, & Humphrey,
2006; Berry & Yeung, 2013).

In the case of sustainable investment funds in
the Spanish market, some studies concluded that
performance of socially responsible investment
funds is similar to conventional funds, or may be
ever higher (Albareda & Balaguer, 2007; Gonza-
lez Fernandez & Gonzalez Velasco, 2012).

In fact, in the period from 2013 to 2016, 25%
of the ethical investment funds run by Spanish
companies bet the performance of their bench-
mark indices (Spainsif, 2017).

As sustainable investment is becoming more
important, an increasing number of socially re-
sponsible investors want to monitor the behavior
of companies regarding social, environmental and
governance (ESG) criteria (Stewart, 2003; Bird,
Hall, Momente, & Reggiani, 2007; Cheung, 2011,
Adamska & Dabrowski, 2016; Diouf, Hebb, &
Tourg, 2016).

Nowadays, many international organizations
are aware of the need to incorporate ethics in the
companies’ management as well as to inform with
credibility on social management and to promote
corporate social responsability (Doh & Guay,
2006). In this line, many institutions have devel-
oped guidelines that ethical companies should fol-
low in the environmental, social and governance
areas (Carasco & Singh, 2008).

Due to the increase in SRI, many companies
have decided to voluntary adhere those guidelines
and pacts proposed by prestigious international
organizations, showing their commitment to re-
spect them (Therien & Pouliot, 2006; Fuenfschil-
ling & Truffer, 2014). This compromise is re-
quired by many ethical investment funds and
ethical stock indices in order to identify a com-
pany as “socially responsible” and being eligible
for the portfolio.
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Socially responsible investment funds and
stock indices apply different strategies to identify
those companies to include in their portfolios.
However, all the methodologies apply a screening
strategy, which can be positive or negative.

Positive screening mainly consists of select-
ing companies that have socially responsible prac-
tices and are highly ranked in the ESG criteria
(Liondis, 2005). A variant of the positive screen-
ing strategy 1is the so called best-in-class, i.e., the
best qualifying companies in terms of sustainabil-
ity within a sector or geographical area.

Negative screening implies excluding those
companies wich conduct harmful activities linked
to a specific industry, such as production of weap-
ons, nuclear energy, tobacco, alcohol, pornogra-
phy, gambling etc. (Hill, Ainscough, Shank, &
Manullang, 2007). Another common exclusion
criterion is non adhering to those pacts or guide-
lines proposed by international agencies. In fact,
adherence to such guidelines is in many cases an
essential requirement for a company to be consid-
ered as socially responsible and to be included in
the portfolio of ethical funds and indices.

Along with the approaches described above,
it is usual to find methodologies that apply various
types of screening at the same time. In general,
sustainable investment funds and ethical stock in-
dices make a first selection of the assets on the ba-
sis of negative screening and subsequently apply
positive screening.

The objective of this research is to assess
whether Spanish ethical companies as defined by
conventional screening methodologies are consid-
ered ethical or sustainable by prestigious NGOs.
To this end, reports of selected NGOs have been
studied to detect irresponsible behaviour by com-
panies.

This paper is based on a new and simple
methodology for carrying out negative screening,
which is performed on the basis of the negative
opinions and complaints published by some of the
most prestigious non-governmental organizations
(NGOs) in Spain and worldwide. In this line,
those companies which have been blamed for non
complying with national or international legisla-
tions in the fields of human rights, labour rights,
the environment and taxation are identified as non
ethical companies. Furthermore, companies that
are involved in financing or manufacturing weap-
ons cannot be defined as socially responsible, ei-
ther. This methodology is very simple, easy to ap-
ply and therefore, very transparent. Obviously,
those companies that do not comply with this fil-
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ter should not be able to be selected by ethical in-
vestment funds nor belong to ethical or sustaina-
ble stock indices.

The proposed methodology is applied to the
companies that belong to the Spanish ethical in-
dex FTSE4Good Ibex35, which, a priori, are ex-
pected to perform a socially responsible behav-
iour.

2. Social and responsible investment

One important aspect to consider when analysing
the phenomenon of socially responsible investment
is that there are not official rules nor regulations
that accurately define what is a socially responsible
or ethical company. This lack of definition is a
problem, as for any socially responsible investment
fund and ethical stock index identifying those com-
panies is the very first step. Although there is no
uniform definition of what should be understood as
sustainable enterprise, many funds and indices con-
sider that in order to obtain this recognition it is a
requisite to adhere the pacts and guidelines issued
by international organizations (Doh & Teegen,
2002) and compliance with the guidelines is being
linked to the selection procedures of investment
funds. Therefore, public companies increasingly
regard these voluntary codes and the associated
monitoring infrastructure as a way to attract inves-
tors.

As a result, there are many international or-
ganizations involved in the promotion of corpo-
rate social responsibility CSR. The most success-
ful one is probably the United Nations (UN),
which issued the Global Compact (UN Global
Compact, 2000). The UN proposes ten fundamen-
tal principles for ethical and sustainable compa-
nies, in the areas of human rights, labour, environ-
ment and the fight against corruption (Baccaro &
Mele, 2011).

Most assessing institutions consider that
those companies engaging with ethical pacts, es-
pecially to the Global Compact, should be identi-
fied as sustainable firms. As a consequence,
guidelines issued by international organizations
have become de facto one of the main benchmarks
of CSR. Nevertheless, participating corporations
just have to voluntary register and communicate
their progress implementing the guidelines (Tirole
& Bénabou, 2010). But in most cases there is no
accountability mechanism, and the role of the in-
ternational bodies issuing the guidelines simply
consists on making public the communication on
progress that companies produce. Therefore,
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many NGO’s claim that this kind of iniciatives al-
low firms to promote their socially responsible
image through their association with international
institutions. In fact, there is no evidence that mere
participation in this kind of wvoluntary pro-
grammes improves corporate behaviour (Bac-
caro & Mele, 2011; Windolph, 2011).

All listed responsible companies struggle
very hard to communicate their social activities
(Scalet & Kelly, 2010; Robinson, Kleffner, &
Bertels, 2011; Searcy & Elkhawas, 2012). As a re-
sult, companies issue reports which provide stake-
holders information different to the purely finan-
cial and accounting reports (Brammer & Pavelin,
2008; Bénabou and Tirole, 2009). These new
models of reporting are produced with the purpose
of analysing and evaluating ethical companies
with both SRI and financial criteria.

The Global Reporting Initiative (GRI) cre-
ated in 1997 is nowadays the most recognized in-
ternational organization issuing sustainability re-
porting standards. The GRI standards enable
companies to report on their economic, environ-
mental and social impacts highlighting their
strengths and weaknesses, showing the areas to be
improved. In this regard, Spain is one of the lead-
ing countries in the submission of the so called in-
clusive reports (Global Reporting Initiative,
2011).

One of the most efficient tool companies
have for transmiting its ethical commitment is to
be listed in sustainable indices and in sustainabil-
ity rankings published by international agencies
(Kutay & Tektufeke¢i, 2017; Tikenmez &
Gengyurek, 2017). This is why inclusion in sus-
tainable indices has become so important for
listed companies. Some publications, such as
“The Most Ethical Companies in the World” by
The Ethispere Institute influencesbillions of dol-
lars in socially responsible investment (Chatterji,
Levine, & Toffel, 2009).

3. International agencies and definition
of sustainable business

As stated above, international organizations have
played a key role fostering corporate social re-
sponsibility by issuing global corporate codes of
conduct. Among these agencies, the most prestig-
ious ones are the United Nations (UN), the Organ-
ization for Economic Cooperation and Develop-
ment (OECD) and the International Labour
Organization (ILO).

Furthermore, there are other CSR standards
or norms available, which will not be employed in
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this research, that can guide enterprises on how to
run their business in a socially responsible and
ethical way. Some of the most impotant ones are
the standard ISO 26000 by the International Or-
ganization for Standardization (2014), the stand-
ard SA 8000 by the Social Accountability Interna-
tional, or the AA1000 series of standards by the
NGO AccountAbility.

UN Global Compact

Among all the guidelines on CSR, the most influ-
ential one is the 10 principles by the UN Global
Compact, which focus on human rights, labour,
environment and anti-corruption measures. The
ten principles are following (UN Global Compact,
2000:

1. Businesses should support and respect the
protection of internationally proclaimed human
rights.

2. Businesses should make sure that they are
not complicit in human rights abuses.

3. Businesses should uphold the freedom of
association and the effective recognition of the
right of collective bargaining.

4. Businesses should support the elimination
of all forms of forced and compulsory labour.

5. Businesses should support the effective
abolition of child labour.

6. Businesses should support the elimination
of discrimination in respect to employment and
occupation.

7. Businesses should support a precautionary
approach to environmental challenges.

8. Businesses should undertake initiatives to
promote greater environmental responsibility.

9. Businesses should encourage the develop-
ment and diffusion of environmentally friendly
technologies

10. Businesses should work against corrup-
tion in all its forms, including extortion and brib-
ery.

UN Global Compact is the world’s largest
corporate sustainability iniciative. Its aim is to
mobilize a global movement of sustainable com-
panies that align strategies and operations with
universal principles on human rights, labour, en-
vironment and anti-corruption. Companies join-
ing the UN Global Compact only need to fill in a
questionnaire for their admission. Then, compa-
nies have two years to elaborate a report describ-
ing its compliance with the ten principles as well
as their future development forecast. The number
of Spanish companies adhering to the Global
Compact reached 391 in 2016. Spain, despite its
relative small economic size, is the country with
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the largest presence in the world in the UN Global
Compact (UN Global Compact, 2017).

The protection of human rights is the most
important aim of the UN Global Compact. The
implementation of human rights proclaimed by
the UN in 1948 (Human Rights, 1948) increased
relevance for multinational companies as their ge-
ographical expansion in some cases resulted in
power abuse and violation of human rights, and
negligent behaviour was not always sanctioned
(Ruggie, 2007). In this context, the UN Global
Compact fosters the implication of multinational
companies to voluntary meet fundamental respon-
sibilities regarding human rights.

OECD guidelines for multinational
corporations

The OECD launched in 2000 guidelines for mul-
tinational enterprises which main purpose is to fa-
cilitate the resolution of disputes at the enterprise
level through mediation and conciliation. As mul-
tinational enterprises operate in different coun-
tries, it becomes necessary to implement uniform
codes of ethical conduct, which reflect values gen-
erally accepted worldwide (OECD, 2017). The
OECD guidelines for multinational enterprises are
non-binding principles, whose purpose is to pro-
mote responsible business conduct in a global
economy. Companies unofficially adhere to the
guidelines through their representation in the
Business & Investment Advisory Committee of
the OECD. Occasionally companies sign the
Guidelines, although they are not intended to be
endorsed by corportations (Baccaro & Mele,
2011).

The International Labour Organization’s
Tripartite Declaration of Principles

In the 1960s and 1970s, the activities of multina-
tional companies provoked intense discussions that
resulted in efforts to draw up international instru-
ments for regulating their conduct and defining the
terms of their relations with host countries, mostly
in the developing world. Labour-related and social
policy issues were among those concerns to which
the activities of multinational companies gave rise.
The International Labour Organization’s search for
international guidelines in its sphere of competence
resulted, in 1977, in the adoption of the Tripartite
Declaration of Principles.

The principles offer guidelines in such areas
as employment, conditions of work and life, and
industrial relations. Its provisions are reinforced
by certain international labour conventions and
recommendations which the social partners are

227

urged to bear in mind and apply, to the greatest
extent possible.

The Tripartite Declaration of Principles was
amended in 2000 and 2006 and revised in 2017
(International Labour Organization, 2017).

4. Ethical companies and their engagement
with international pacts and ethical guidelines

As mentioned above, endorsing and adhering to
guidelines issued by international institutions
such as the UN, the OECD and the ILO has be-
come a key factor for firms which want to be iden-
tified as socially responsible companies. There-
fore, it is common practice that firms claim to
follow the guidelines by more than one interna-
tional institution.

Table 1 shows which Spanish companies in-
cluded in index FTSE4Good Ibex adhere to the
guidelines by the UN, the OECD and the ILO.
FTSE4Good Ibex is the reference Spanish stock
index for sustainable investment. The
FTSE4Good Index series is designed to measure
the performance of companies demonstrating
strong environmental, social and governance
practices. Hence, FTSE4Good indices are com-
monly used by investors when creating sustaina-
ble investment portfolios.

The FTSE4Good Ibex stock index compo-
nents are selected among companies included in
the Ibex 35 Index and the FTSE Spain All Cap in-
dices. Selected companies must meet certain eli-
gibility criteria regarding corporate social respon-
sibility. The methodology used in the selection
process is based on two criteria: inclusion and ex-
clusion. All eligible companies are assessed
against the FTSE4GoodIBEX inclusion criteria
by the Ethical Investment Research Service and
the Spanish research partner. This research is pri-
marily based on publicly available information
such as company web sites and CSR reports, with
additional questionaires and company profiles
sent for further clarification. Inclusion criteria are
regularly revised and improved to reflect the latest
trends in corporate responsibility practice. A
broad range of stakholders, including investors
and NGOs, help shape the criteria. The exclusion
criteria exclude tobacco producers, companies
manufacturing whole weapons or nuclear weap-
ons systems and owners or operators of nuclear
power stations.

Table 1 lists in alphabetical order the compa-
nies included in the FTSE4Good Ibex stock index
(Madrid Stock Exchange, 2017) together with the
international guidelines they adhere: UN Global
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Compact (UN), OECD Guidelines for multina-
tional enterprises (OECD) and ILO’s Tripartite
Declaration of Principles (ILO).

Table 1. Spanish listed companies included in the
FTSE4Good IBEX, international guidelines they
adhere and inclusion in the Sustainable Yearbook 2017
by RobecoSAM

Company UN | OECD |ILO|YBI17

Abertis Infraestructu-
ras SA

Acciona SA
Acerinox SA
Actividades de Cons-
truccion y Servicio
SA

Aena SME.SA

Amadeus IT Group
SA

Arcerlormittal SA

Atresmedia Corpora-
cion de Medios de
Comunicacion SA
Banco Sabadell SA
Banco Santander SA
Bankia SA
Bankinter SA

Banco Bilbao Viz-
caya Argentaria SA
Bolsas y Mercados
Espaifioles SA
CaixaBank SA
Cellnex Telecom SA
Corporacion Finan-
ciera Alba SA
Distribuidora Interna-
cional de Alimenta-
cion SA

Ebro Foods SA
Enagas SA

Endesa SA

Fomento de Construc-
ciones y Contratas SA
Ferrovial SA

Gas Natural SA
International Consoli-
dated Airlines Group
Iberdrola SA

Industria de Disefio
Cia Textil SA

Indra Sistemas SA
Cia. Distribucion In-
tegral Logista SA
Mapfre SA
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End of Table 1

Company UN | OECD |ILO|YB17
Mediaset Espafia Co- X
municacion SA
Melia Hotels Interna- X
tional SA
NH Hotel Group SA X
Obrascon Huarte Lain
SA X X
Promotora de Infor- X
maciones SA
Prosegur Cia. De Se- X
guridad SA
Rec'irElectrlca Corpo- X X
racion
Repsol SA X X
Sacyr SA X X
Siemens Gamesa SA X X X X
Telefonica SA X X X X

Another important benchmark and reference
tool for the selection of sustainable companies is
proposed by world-renowed investment specialist
RobecoSAM. This company is exclusively fo-
cused on sustainability investing and is the devel-
oper of the methodology used by sustainable indi-
ces world-wide, such as the Dow Jones Sustain-
ability Index (DJSI). Every year RobecoSAM ed-
its the prestigious report “The Sustainable Year-
book” on the world’s most sustainable companies,
which analyses 3,400 invited companies from
more than 40 countries. In 2017, 20 Spanish pub-
lic companies were included (Table 1) in the year-
book and classified in four categories: Gold, Sil-
ver, Bronze and Industry Move. The Spanish
companies in the gold category are: Enagas SA,
Gas Natural SDG SA, Iberdrola SA and Industry
of Textile Design SA., in the Silver are: Acciona
SA, Construction Activities and Service SA,
Amadeus IT Group SA, Banco de Santander SA,
Ferrovial SA and Red Eléctrica Corp SA. In the
bronze category we find: Endesa SA, Telefonica
SA and CaixaBank SA. Finally, within the cate-
gory Industry Mover, which includes 15% of the
companies that have achieved the greatest im-
provement in sustainability compared to the pre-
vious year, the companies listed in the Spanish
stock exchange are: Abertis Infraestructuras SA,
Banco Bilbao Vizcaya Argentaria SA, Bankia SA,
Bankinter SA, Indra SA, Siemens Gamesa SA and
Repsol SA (RobecoSAM, 2017).

Looking at Table 1, it can be easily con-
cluded that the vast majority of the big public
Spanish companies are classified as ethical by
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specialized companies and follow the Global
Compact guidelines and other CSR codes.

It is worth noting that all the companies men-
tioned in the prestigious list of RobecoSAM are
included in the FTSE4Good Ibex stock index.

5. An alternative methodology of negative
screening

Negative screening is a widely used methodology
to assess the inclusion of a company in a stock in-
dex, a portfolio or a ranking. As a result, the num-
ber of companies available for investors is re-
duced. The aim of negative screening is to exclude
those companies which perform certain producing
activities, for example, nuclear weapons manufac-
turers. The same principle of negative screening
can be applied on other activities performed by the
firms. Our negative screening proposal will ex-
clude all those companies that conduct irresponsi-
ble activities in the fields of human rights, labour
rights, environment and taxation. That companies
may not be defined as socially responsible, as well
as those companies which are involved in the fi-
nancing or production of nuclear weapons. In or-
der to identify those irresponsible activities by
corporations, reports published by prestigious
NGOs are employed.

The seven NGOs selected for our study have
great reputation. Some operate worldwide, while
other are active only in Spain. Their work in fa-
vour of ethic and corporate social responsibility
has been recognized by prestigious international
organizations. The selected NGO are the follow-
ing:

— International Campaign to Abolish
Nuclear Weapons (ICAN): The Inter-
national Campaign for the Prohibition of
Nuclear Weapons was awarded the 2017
Nobel Peace Prize for its work to draw
attention to the catastrophic humanitar-
ian consequences of any use of nuclear
weapons. It is a coalition of non-govern-
mental organizations in 100 countries
promoting adherence to and implementa-
tion of the UN nuclear weapon ban treat-
ment (ICAN, 2016).

— Center for Research on Multinational
Corporations (SOMO) is a critical, in-
dependent non-profit center of know-
ledge on multinationals, which has a
broad network of 80 members in 45
countries. Since 1973, SOMO has inves-
tigated multinational corporations and
the impact of their activities on people

229

and the environment. SOMO drives anal-
ysis and pursues strategies aimed at so-
cial and sustainable change in four fields:
economic justice, sustainable supply
chains, natural resources and rights, rem-
edy and accountability (SOMO, 2017).
Greenpeace is a global, independent or-
ganization that uses peaceful protest and
creative communication to expose global
environmental problems and promote so-
lutions. It was created in 1971 in Canada
with the purpose of protecting and de-
fending the environment around the
world. The organization is against nu-
clear power and weapons. Its evolution is
linked to countries with democratic sys-
tems and civil liberties. It has a powerful
infrastructure with offices in more than
50 countries (Greenpeace, 2017a).
Oxfam Intermon is a non-profit organi-
zation, whose aim is to fight for justice
and peace in the world. It is part of
Oxfam International, an international
confederation of 22 organizations. The
organization share the same goals and a
rights-based approach. They develop a
very important task regarding Fair Trade,
creating an international trade alternative
movement formed by organizations from
around the world. The movement aims to
change the unfair rules of international
trade, which strongly contribute to global
poverty and inequality (Oxfam Inter-
mon, 2017).

UNI Global Union: Is a non-profit or-
ganization based in Switzerland which
represents more than 20 million workers
from over 900 trade unions. It works to-
gether with key sustainability agencies,
the UN Global Compact Leaders and fo-
rums such as the G20 and the World Eco-
nomic Forum (UNI Global Union, 2017).
Facua Consumers in Action is a do-
mestic non-profit organization, created
in Spain in 1981. It is dedicated to de-
fending consumer rights (Facua, 2017).
Corporate Social Responsibility Ob-
servatory (Observatorio de Respon-
sabilidad Social Corporativa) is a do-
mestic non-profit organization founded
in Spain in 2004 by several NGOs, con-
sumer associations and trade unions. Its
goal is to foster corporate social respon-
sibility of Spanish firms and monitor
their behaviour. The Observatory carries
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out independent studies on corporate
governance in Spanish public compa-
nies, based on the information reported
by the companies in their financial and
sustainability annual reports (Observato-
rio RSC).

6. Implementation of negative screening based
on the reports by NGOs about the ethical
Spanish public companies

In the following section we apply the described
negative screening methodology to the list of
Spanish public companies that have been iden-
tifed as socially responsible by prestigious sus-
tainable investment specialists in section fourth of
this paper. The aim of the research is to check
whether those companies can still receive the la-
bel of sustainable and ethical companies after be-
ing assessed applying the simple negative screen-
ing methodology. To this end, the reports and
communications issued by the NGOs mentioned
in section 5 in the last years have been analysed.
Those companies which the NGOs claim to per-
forme irresponsible activitivies regarding human
rights, labor rights, environment, taxation and that
infringe competition and consumer protection leg-
islation are identified. Following the proposed
negative screening methodology, these companies
should not be defined as sustainable or ethical
companies, together with those involved in the fi-
nancing of nuclear weapons and those implicated
in corruption scandals.

The results of the application of the proposed
screening are shown in table 2. It is noteworthy to
underline that very few companies pass the pro-
posed screening, even though all of them are clas-
sified as socially responsible companies by pres-
tigious sustainability investment specialists.

Human rights

Observatory CSR indicates that Repsol S.A. was
requested to answer the Business & Human
Rights Resource Center to clarify information
published in the media about the negative impact
of the Camisea Project for the local communities
in Peru (Observatorio RSC, 2015). This NGO
pointed out Fomento de Construcciones y Contra-
tas for the forced displacement of several indige-
nous communities in Mexico (Observatorio RSC,
2015).

Greenpeace claims MAPFRE SA for partici-
pating in a construction project in Brazil related
with human rights violations (Greenpeace, 2009).
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Labour rights

Regarding non-compliance with labour rights,
SOMO complains that Industria de Disefio Cia.
Textil SA outsources production to companies
which employ children in their Bangladesh facto-
ries in almost slave labour conditions (SOMO,
2014).

Oxfam Intermon denounces that Ebro Foods
SA in Morocco hires temporary employees with-
out contracts (Oxfam Intermon, 2013).

Observatorio RSC reports that Caixabank SA
hires Medical Geseme S.L. to pressure staff to
control absenteeism by intimidation (Observato-
rio RSC, 2015).

UNI Global Union claims that Prosegur SA
has repeatedly violated the OECD guidelines for
multinational companies in the area of labour
rights in four Latin American countries (UNI
Global Union, 2014).

Environment

Regarding environmental irresponsible behav-
iour, many NGOs condemn the action by Spanish
multinationals abroad.

Greenpeace states that Iberdrola S.A.,
Endesa S.A. and Gas Natural Fenosa SA are re-
sponsible for the non development of new energy
sources in Spain (Greenpeace, 2017b). Green-
peace also unveiled the environmental damages
by Melia and NH in the Caribbean region (Green-
peace, 2009). Finally, this NGO points out Banco
Santander SA for financing deforestation in Indo-
nesia (Greenpeace, 2015).

Oxfam Intermon complains that Ebro Foods
SA has polluted the water supply in Morocco.
(Oxfam Intermon, 2013).

Observatorio RSC denounced several envi-
ronmental violations performed by Aena SA in
Spain, Fomento de Construcciones y Contratas
SA in Mexico and Repsol SA in Peru (Observato-
rio RSC, 2015).

Taxation

Non-compliance with taxation regulations is com-
mon practice among multinationals. Oxfam Inter-
mon and the Observatorio RSC reported that 34
out of the 35 companies included in the Ibex-35
stock index hold 891 offshore accounts. Spanish
multinationals use complex structures including
trusts, foundations and shell companies to avoid
or minimize the payment of taxes to the State.
(Oxfam Intermon, 2015a, 2015b; Observatorio
RSC, 2014).
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Nuclear weapons

As stated in the reports of the selected NGOs, Ac-
ciona SA, Banco Bilbao Vizcaya Argentaria SA,
Banco de Sabadell SA and Banco Santander SA
are financing or indirectly engaged in the nuclear
weapons business (ICAN, 2016). It should be un-
derlined that all these companies are included in
the FTSE4Good Ibex index, whose methodology
excludes companies that produce, market or fi-
nance nuclear weapons.

Corruption

Observatorio RSC exposes the participation of
several multinationals in Spanish corruption scan-
dals: Indra Sistemas S.A. (Punica file), Sacyr SA
Giirtel and Barcenas files) and Fomento de Con-
strucciones y Contratas SA (donations to political
parties (Observatorio RSC, 2014).

Competition

Regarding violations of the competition regula-
tions, FACUA denounced Telefonica SA (Facua,
2015, 2016).

Greenpeace blames Iberdrola for manipulat-
ing the Spanish energy market (Greenpeace,
2017c¢).

Table 2. List of Spanish companies qualified as ethical
(FTSE4Good Ibex + ROBECOSAM) which perform
bad practices according to the NGOs analized

Company ONG Area
Abertis In- Oxfam Intermon Taxation
fraestructuras SA |Observatorio RSC xatl

Greenpeace Taxation
Acciona SA Oxfam Intermon Nuclear
Observatorio RSC | weapons
. Oxfam Intermon .
Acerinox SA Observatorio RSC Taxation
Act1v1dad§§ de Oxfam Intermon .
Construccion y . Taxation

.. Observatorio RSC
Servicio SA
Aena SME.SA  |Observatorio RSC Environ-

ment
Amadeus IT Oxfam Intermon Taxation
Group SA Observatorio RSC
Arcerlormittal SA | Observatorio RSC | Taxation
ICAN Taxati
Banco Sabadell | Greenpeace Naxa; ton
SA Oxfam Intermon wl;: E:gs
Observatorio RSC P
Banco Santander |ICAN Environ-
ment
SA Greenpeace .
Taxation
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Continued Table 2
Company ONG Area
Oxfam Intermon Nuclear
Observatorio RSC | weapons
Bankia SA Observatorio RSC | Taxation
Bankinter SA Observatorio RSC | Taxation
) ICAN .
Banco Bilbao G Taxation
. reenpeace
Vizcaya Argenta- Nuclear
ria SA Oxfam Intermon weapons
Observatorio RSC
Labour
Oxfam Intermon .
i ht:
CaixaBank SA Observatorio RSC ngnts
Taxation
D1str1‘pu1d0ra In- Oxfam Intermon :
ternacional de Ob torio RSC Taxation
Alimentacion SA servatoro
Labour
Oxfam Intermon rights
Ebro Foods SA Observatorio RSC Environ-
ment
Taxation
Oxfam Intermon .
Enagas SA Observatorio RSC Taxation
Greenpeace Environ-
Endesa SA Oxfam Intermon ment
Observatorio RSC | Taxation
F 4 Environ-
C(())I;l:tﬁ(c):ciznes Oxfam Intermon ment
y Observatorio RSC | Taxation
Contratas SA .
Corruption
. Oxfam Intermon .
Ferrovial SA Observatorio RSC Taxation
Greenpeace Environ-
Gas Natural SA | Oxfam Intermon ment
Observatorio RSC | Taxation
International
Consolidated Air- Oxfam Intem on Taxation
5 Observatorio RSC
lines Group
Environ-
Greenpeace ment
Iberdrola SA Oxfam Intermon Taxation
Observatorio RSC | Competi-
tion
Human
Industria de Di- |SOMO rights
sefio Cia Textil Oxfam Intermon Labour
SA Observatorio RSC | rights
Taxation
Indra Sistemas Oxfam Intermon Taxation
SA Observatorio RSC | Corruption
Greenpeace Human
Mapfre SA Oxfam Intermon  |rights
Observatorio RSC | Taxation
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End of Table 2
Company ONG Area
Med1as§:t Espaﬁa Oxfam Intermon .
Comunicacion . Taxation
Observatorio RSC
SA
G iron-
Melia Hotels In- reenpeace Environ
. Oxfam Intermon ment
ternational SA .
Taxation
G iron-
NH Hotel Group reenpeace Environ
Oxfam Intermon ment
SA .
Taxation
Obrascon Huarte |Oxfam Intermon Taxation
Lain SA Observatorio RSC
Promotora de In- |Oxfam Intermon Taxation
formaciones SA |Observatorio RSC
. UNI Global Labour
Prosegur Cia. De ioh
Seguridad SA Oxfam Intermon rights
Observatorio RSC | Taxation
Red Electrica Oxfam Intermon Taxation
Corporacién Observatorio RSC
Human
Greenpeace rights
Repsol SA Oxfam Intermon  |Environ-
Observatorio RSC | ment
Taxation
. T i
Sacyr SA Observatorio RSC axatlor'l
Corruption
Siemens Gamesa |Oxfam Intermon Taxation
SA Observatorio RSC
Oxfam Intermon Taxation
Telefonica SA Facua Competi-
Observatorio RSC |tion

Table 2 clearly shows that most of the com-
panies identified as sustainable and ethical com-
panies by the Spanish sustainable index
FTSE4Good Ibex and in the international invest-
ment specialist RobecoSAM have been claimed
for developing not ethical or sustainable behavior
by prestigious NGOs. In fact, only 5 companies
out of the 41 enterprises included in the
FTSE4Good Ibex index pass the assessment of the
proposed negative screening, namely Atresmedia
Corporacion de Medios de Comunicacion SA,
Bolsas y Mercados Espaiioles SA, Cellnex Tele-
com SA, Corporacion Financiera Alba SA and
Cia. Distribucion Integral Logista. Furthermore,
no company represented in the RobecoSAM
Yearbook 2017 could be declared as ethical and
sustainable when applying our negative screen-
ing. It is interesting to recall that the 17 corpora-
tions in the RobecoSAM yearbook are included in
the index FTSE4Good Ibex, as well.
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A more detailed look at the companies which
have infringed sustainable or ethical guidelines
shows that 17 firms have conducted badly in one
of the seven areas analysed. 13 companies con-
duct irresponsibe behavior in 2 areas and 6 com-
panies in 3 areas.

As for the areas where ethical public Spanish
companies behave irresponsibly according to the
selected NGOs, most of the firms fail to meet eth-
ical standards in the taxation area. That is, 35
firms out of 36. Environmetal infringement is next
(10 companies). Then, we find companies en-
gaged with nuclear weapons and being claimed
for bad behavior regarding labor rights (4 compa-
nies each). There are 3 companies involved in cor-
ruption scandals, and 3 companies are blamed for
infringement of human rights. Finally, 2 compa-
nies are accused of anticompetition activities
which have a negative impact on cosumers.

7. Conclusions

The number of socially concerned investors has
been growing significantly in the last decade and
so the volume of assets managed by socially re-
sponsible investment vehicles. In this context, it is
of great importance to identify, in a simple and
transparent way, which companies can be labelled
as ethical and sustainable companies. One of the
most popular options is to choose those compa-
nies which adhere the guidelines and pacts of
prestigious international organizations, such as
the UN, the OECD or the ILO.

Another popular option to implement this se-
lection is to pick up those companies which are
included in sustainable and ethic stock indices or
to select those companies included in sustainable
ranking published by prestigious investment
firms. Usually, investment experts apply positive
and negative screening methods looking at many
different indicators which have to be weighted. As
a result, the methodology applied is not always
transparent nor clear. Moreover, in many cases
companies are defined as ethical or sustainable
against common knowledge of ethical investors,
who know that the companies are involved in con-
troversies regarding environmental behaviour,
corruption, taxation etc.

This paper proposes a simple and transparent
negative screening methodology to identify ethi-
cal and sustainable companies. The methodology
consist of analyzing the reports and websites of
seven prestigious NGOs and search for irrespon-
sible behavior of public companies. This simple
selection strategy has been applied on the set of
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Spanish companies included in the Spanish sus-
tainable stock index FTSEE4Good Ibex and in the
RobeconSAM yearbook 2017. All of these com-
panies claim to follow the guidelines by the UN
Global Compact and other internationally adopted
principles.

Unfortunately, the analysis shows that just 5
out of the 41 selected companies would pass our
negative screening. Irresponsible behavior ap-
pears in all 7 fields analyzed: human rights, labor
rights, environment, taxation, nuclear weapons,
corruption and competition. This result reveals the
huge differences between our simple screening
methodology and those methodologies employed
by investment firms. Furthermore, the impact of
international pacts and guidelines on actual social
and environmental performance seems to be ra-
ther scarce.

These results highlight the problem faced by
ethical investors who want to identify socially re-
sponsible companies. If conventional standards
cannot be trusted, the task of selecting ethical
companies becomes a big burden. Maybe some
additional information sources could be used, like
the companies controversies by Thomson Reu-
ters, but this is a very expensive solution.

It is important to mention that the problem
described in this paper is not just regarding Span-
ish companies, as pointed out by several papers
mentioned in the introduction.

Finally, our study should be further devel-
oped in order to include the opinions of more
NGOs. Furthermore, other information sources
could be used to identify irresponsibe behavior by
companies, such as news in the mass media or the
fines issed by courts. The selection of companies
to be analysed could be made by considering those
applying other CSR standards. The analysis could
also be extended to companies in other countries.
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