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First things 
 

 
Before the financial crisis erupted, ECCR was asked by several 
members to turn its attention to banking. Such requests have 
increased in the past two years. We are now researching into issues 
of moral concern in relation to banks, and banking was the theme of 
ECCR’s annual public panel debate last month.  
 
Our report on The Future of Banking debate in this Bulletin, written 
by ECCR’s Researcher Sunniva Taylor, captures the sense that our 
continuing difficulties bring opportunities to make far-sighted 
changes - such as establishing a Green Investment Bank, as 
proposed by one of the panel speakers. 
 
In a second contribution on banking, ECCR member and 
commentator on executive pay Patrick Gerard highlights the 
perverse incentives that continue to dominate the banking sector. 
 
A crisis of confidence is a good time to reassess how we educate 
our business leaders. Former ECCR Board Chair Barbara Hayes 
describes a United Nations management education initiative 
designed to help us build a more inclusive and sustainable global 
economy.  
 
Faced with the likelihood of unprecedented global challenges, 
Robert Howell of New Zealand’s Council for Socially Responsible 
Investment asks whether incremental reform of existing investment 
models can be sufficient. He concludes that we need deep systemic 
change to meet the profound challenges ahead. 
 
My ECCR Board colleagues and our Secretariat team join me in 
wishing all our members, partners and friends a peaceful Christmas 
and a happy New Year.   

Rev. Raymond Singh, Vice Chair   
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News from ECCR 
 

 
Consulting members and par tners 
ECCR sends an annual consultation questionnaire to members 
and donor-partners on our past year’s work and future plans. 
Members not on email will f ind their 2009/10 questionnaire 
enclosed with this mailing. All others will receive it by email.  
 
Please contribute to ECCR’s evaluation and planning by f ill ing 
out your questionnaire and returning it, preferably by 22 January 
2010, by email or post to Helen Boothroyd 
�� � �� � �� � � �� � � � � � � � � � �� � � ��  ��! �" � � � 
� � �� � �#	 � � ��$ 	 � �
� � �� � �
DL3 0JT).  
 
ECCR will consult with members again in early January 2010 
regarding our organisation’s future governance options. 
 
Banking on justice: churches investing for  a fairer  future 
ECCR and the Church of Scotland are organising the ‘Banking 
on Justice’  conference in Edinburgh on 18 March 2010 in 
partnership with Christian Aid Scotland and others. All ECCR 
members are very welcome. For further details and to book, 
contact Helen Boothroyd (helen.boothroyd@eccr.org.uk, tel. 
01325 580028). 
 
New members 
We welcome new corporate members Co-operative Financial 
Services, Pax Christi, and USPG: Anglicans in World Mission. 
 
Board and Secretar iat changes 
Patrick Hynes, representing corporate member Oikocredit UK, 
has joined ECCR’s Board. Matt Crossman of Rathbone 
Greenbank Investments is our new Company Secretary. 
 
Sunniva Taylor, who has made a valuable contribution over the 
past two years as a member of ECCR’s research team, is leaving 
ECCR. Sunniva’s contract with Quaker Peace &  Social Witness, 
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under which she also worked for us, has ended. We wish her 
every future success. Suzanne Ismail continues in her joint 
QPSW/ECCR research role. 
 
 
 

The Future of Banking: Ethical and 
Sustainable? - debate repor t  

Sunniva Taylor 
 
 
ECCR’s annual open debate took place on Thursday 19 
November 2009 at Friends House, London. Chaired by Lord 

Harries of Pentregarth (former Bishop of Oxford), the well-
attended event saw four excellent and interesting panel speakers 
discuss the ethics and sustainability of our banking system. They 
reflected on the causes of the banking crisis, lessons to be learnt, 
and the nature of the changes now needed. Following the 
presentations, audience and panellists participated in lively 
discussion. 
 
Rev. Raymond Singh, ECCR’s Vice Chair, welcomed ECCR’s 
patron Lord Harries, the panel and the audience. Lord Harries 
acknowledged the timeliness and importance of the subject of the 
debate.  
 
Edward Mason, Church of England Ethical Investment 
Advisory Group (EIAG): ‘Church investors and the banks’  
Edward Mason, Secretary of the EIAG, spoke on the approach of 
Christian ethical investors to banking. He began by stating that 
whilst institutional church investors have traditionally had 
exclusions from their portfolio (arms, for example), banking has 
never been one of these sectors. However, banks and the use of 
money generally have long been an area of concern. In 
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particular, the church has been concerned about usury and has, 
for example, excluded from its portfolio companies that engage 
in doorstep lending. 
 
He went on to say that we have all become increasingly aware of 
the potential of banking to harm well-being. The banking crisis 
has led to recession, the collapse of assets and economic output, 
increased unemployment and rising government debt, all of 
which increase human misery. In light of this, what should a 
Christian ethical investor do?  
 
Edward retains the view that there is nothing intrinsically 
unethical about banks. In a world that is not yet the Kingdom of 
God, there is still the persistence of sin, and no human institution 
can claim to do the right thing always. However, recently there 
have been too many practices that have fallen short. Still, we 
� � � ��� � ���	 � �	 ����� � �� �	 � � �� � ��� � �� 	 �  � ��
� %� � �� � � ��� � %� �� � � � ��
regulators, companies and individuals all need to accept some 
responsibility. We have all been acting in unsustainable ways – 
whether through making unsustainable profits or living 
unsustainable lifestyles. 
 
A number of changes are needed inside banks. Banks require 
strong non-executive directors, and remuneration should change 
to reflect success at serving the long-term interests of society. 
Shareholders need to play a better role in holding banks 
accountable. Edward admitted that the Church of England had 
itself made some unwise decisions in the past, and that it needed 
to uphold good practice and advocate responsible lending. 
Church investors should also engage in the debate about 
appropriate government action. 
Edward concluded that we should be realistic and ask questions 
from an informed position. It is not enough to invest only in 
micro-�
� 	 � � � �	 � � �� �� 	 � ��� � � � � �� � � ��
� %� � �� � � �� 	 %� ��� �� � � 	 � � �
with the mainstream economy as well as the ‘ leading edge’ . 
Progress will be incremental, but church investors have an 
important role in helping to make banking more sustainable and 
ethical. 
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Kevin Smith, Platfor m and BankTrack: ‘ Whose bank? Our  
bank! RBS, fossil fuel finance and the cour t case against the 
Treasury’   
Kevin Smith, a climate and finance campaigner with non-
governmental organisation (NGO) Platform, part of the 
BankTrack coalition, opened his presentation by mentioning a 
recent visit to the UK by three indigenous Canadian women. 
These women had told movingly of the impact of tar (oil) sands 
extraction on their communities. This highly carbon-intensive 
process has resulted in toxic waste in their groundwater, the 
disruption of their traditional hunting practices and major 
deforestation.  
 
Kevin described the UK as a leading source of finance for 
companies involved in tar sands extraction. With the Royal Bank 
of Scotland (RBS) now nationalised, UK taxpayers’  money is 
heavily involved in this sector. Since its recapitalisation, RBS 
has also supported other controversial projects: with Vedanta, the 
company developing a bauxite mine and alumina refinery on 

� � 
� � � � � � �� � � � �� �&��	 � � �
� �' � � 
	 ��( 
�� �) * " ���� � �� � � � 	 � � �
� � � 
� � ��� � �� � � �� � %� �� 
	 ��� � � �� 	 � 
�� � 	 ��� 
� � �
� �� 	 � � �	 � � � � ��	 � � �
with companies involved in politically sensitive parts of Africa.  
 
Whilst discussions about reform and regulation of the banks have 
focused mainly on f inancial stability, there has been little 
consideration of wider issues, such as sustainability. The UK 
government’s lack of joined-up thinking on climate change is 
highlighted by the fact that its 84% stake in RBS has not 
prevented the bank from engaging in carbon-intensive 
investments. 
 
Platform, along with other NGOs People and Planet and the 
World Development Movement, had decided to take legal action 
against the Treasury for allowing public money to be invested in 
projects linked so closely to the causes of climate change and 
human rights violations. Whilst a Judicial Review had been 
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refused, the campaigners are currently appealing against this.  
 
RBS is just one bank, but Kevin hoped that the court case would 
open up political space for debate, as well as acting as a catalyst 
for change. The banking crisis is also an opportunity to put 
sustainability at the centre of the way the financial system works. 
 
Chr is Hewett, Green Alliance: ‘Should the UK have a Green 
Investment Bank?’  
Chris Hewitt, of independent environmental think-tank Green 
Alliance, highlighted the way responsible investment has 
changed. Whilst it used to about what not to invest in, 
increasingly investing responsibly is about what you should 
invest in. 
 
Chris looked at why, from the perspective of private investors, 
investment is not f lowing into renewable energy technologies 
and other low-carbon developments. He suggested that this is 
because these sectors are considered to be too high risk. The 
sectors are very reliant on infrastructure capital and technological 

� � � %	 �
� � ���� � 
� �� 	 �� � �� � �� � �� � � �	 �� �� � � � � � � � ��� � ��� � �� 	 � � � � �
� � 
� � ��	 � � ��� � � �	 �� � �� � � � � � �� � �� � %� �� � � � ��� � �
� � �� � �� �� � ( �	 � � �
in the future, which is very diff icult for investors to gauge. 
 
It is therefore necessary for the government to take on some of 
these risks and thus make it easier for private investors to take 
them on too. The Green Alliance is calling for the creation of a 
publicly owned Green Investment Bank. Such a bank would hold 
and dispense capital on a commercial basis, but exclusively to 
companies and projects intent on accelerating the transition 
towards a low-carbon economy.   
 
Chris suggested that such a bank is needed because of the scale 
of investment required, the dependence on infrastructure 
development, the particular challenge of such an undertaking in 
the context of the credit crunch, and the high risks for the private 
sector. He hoped that the development of a Green Investment 
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Bank would create a pool of expertise in government that does 
not yet exist. It would also enable the expertise available in the 
City of London to be harnessed for more sustainable goals.  
 
Many European countries have similar banks, he said, and 
recognition of the need for one in the UK is growing among 
NGOs and academics and in the City. 
 
James Vaccaro, Tr iodos Bank: ‘ The new accountability: a 
systems view’  
James Vaccaro, Managing Director of Investment Banking and 
of Renewables at Triodos Bank, opened with reference to the 
CEO of Goldman Sachs saying recently that he was doing 
‘God’s work’  – a comment that received an amused response 
from the audience. He asked why people appear to be 
continuously surprised by what happens in the banking sector.  
 
The banking crisis demonstrated how little people knew about 
what was happening, and little has changed. Why are we shocked 
about the fact that huge bonuses continue to be paid, and banks 
like RBS continue to fund unsustainable projects, when the 
people and the system they inhabit have not changed?  
 
The system has essentially been ‘ rebooted’  on the previous 
programme, and we should not be surprised when it produces the 
same results as before. James argued that the prime failure of the 
banking system has been to promise returns to investment that 
can no longer be delivered through relationship banking. 
 
He argued that whilst there has been much talk about the 
responsibility of taxpayers to influence the way government-
owned banks are run, as shareholders we were always the banks’  
owners. We all share responsibility to engage with the system.  
 
It is important to reflect on which aspects of sustainability are 
built in and central to banks’  business model and core operations, 
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and which are ‘bolt-on’  additions for public relations purposes. 
Triodos’s model has sustainability built in, determining both 
what the bank invests in and what it avoids. It is important to 
 � � � ��� � �� � � �� � 
� ��
� �� 
� � ��� � � �+� 
� � � � ��� 
� �� � 	 � � �	 �%
� 
� � �� � � �
the future. The Abolitionists didn’ t start by calling for a 10% cut 
in slavery! 
 
James argued that we should all be conscious of the impact of 
our financial decisions. Whilst there are a multitude of faiths and 
priorities regarding sustainability, all are united by awareness of 
the fact that financial transactions are part of our lives and are 
fundamentally human. Banking is about human relationships.  
We should recognise our collective power. People in the UK are 
generally among the richest 10% of the world’s population and 
have the power to bring about change through our conscious 
decisions. We should support forms of business that will 
contribute to systemic change, such as Fair Trade. 
 
Questions and discussion  
Invited to make the first contribution from the audience, Stephen 
Hine of EIRIS emphasised the point made by James Vaccaro, 
that we are all investors in financial institutions and all 
customers. EIRIS had recently carried out a poll with Ipsos 
MORI, which showed that relatively few members of the public 
can name an ethical bank or know how to find out about them, 
while many people do not trust banks as a result of the crisis. 
Stephen suggested that there is a need to demonstrate to 
consumers that ethical financial institutions can make a 
difference. He highlighted the website 
www.yourethicalmoney.org, an EIRIS initiative. 
 
Attention was drawn by several audience members to the role of 
the broader legal framework and regulation. For example, the 
inadequacy of legal definitions and sanctions means that fraud 
and failure to fulfil corporate responsibility duties by directors 
are inadequately punished.  
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One participant commented on what they considered to be 
systemic corruption within the regulatory system, whereby 
former bankers move on to become bank regulators. James 
Vaccaro responded with the view that laws are tools of society, 
and the law will tend to evolve when society’s expectations 
change. In his opinion regulators have an important role to play. 
 
Peter Challen of the Christian Council for Monetary Justice 
welcomed the fact that the presentations ended on the issue of 
systemic change. We need to work for Earth jurisprudence and 
global consciousness, he said, challenge corporate hegemony and 
usury. We should collectively admit that the current financial 
system is fraudulent, being based on exploitation and involving 
gross inequality, for example in landownership.   
 
Kevin Smith responded on the subject of corporate hegemony. 
The suggested Green Investment Bank would provide an 
alternative, he believed. 
 
Louise Rouse of Fair Pensions proposed that we should put our 
money where our mouths are, invest ethically and ask more 
searching questions of those who manage our funds. The crisis 
demonstrated to ordinary people that we all have a stake in the 
City. 
 
Edward Mason responded to comments on how change happens. 
He acknowledged that civil society action is important. However, 
where banking and investment are concerned, there is also a need 
for the right market signals.  
 
Another view expressed was that our power as citizens and 
customers is constrained by the banks’  lack of transparency. 
Banks often fail to provide answers to questions. For James 
Vaccaro, transparency can be hard to achieve – although Triodos 
publishes comprehensive information about its loans and 
investments.  
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Lord Harries closed the debate, thanking all four panel speakers 
for their very considerable expertise in exploring a subject that 
will remain of much concern to all those who care about the 
future of our economy and society. 
 
Sunniva Taylor worked jointly for ECCR as Researcher and 
Quaker Peace and Social Witness from February 2008 to 
November 2009.  
 
 
 
 

Bankers’ pay and the financial cr isis 
Patrick Gerard  
 
 
One of the most disturbing aspects of the apparent recovery in 
world markets since March 2009 is that banking is still being 
conducted in much the same way as before the crisis. Certainly 
there is much more talk about regulation, and banks are working 
on reducing their leverage. But the business model has not 
changed.  
 
It seems extraordinary that the traumatic events of autumn 2008 
have had so little impact on banking behaviours. 
 
Market discipline 
One reason for this is that normal market discipline has not been 
applied. If it had, then most if not all of our f inancial institutions 
would have collapsed. The economic consequences would have 
been apocalyptic, so it was not allowed to happen, and 
governments bailed out the banks.  
 
Banks now operate with their risks underwritten by government. 
Unfortunately this means that they have less incentive to behave 
responsibly than they had before the crisis. 
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Another reason is that it is taking a great deal of time to define 
new regulation for the banking sector. The best way to regulate 

the 
banks is not obvious, and sophisticated lobbying to defend vested 
interests is causing confusion. Besides, many of the new 
regulations will need to be agreed internationally, so new 
regulation will not be implemented quickly. 
 
Yet it seems to me that there are profound cultural reasons why 
banking behaviours have not changed. These cultural problems 
most typically arise from the way bankers are paid.   

 
Pay and profit  
Banking culture assumes that a banker’s objective is to maximise 
his or her personal pay. Banks seek to constructively harness 
bankers’  desire for personal reward by linking pay to profit. The 
message to bankers is, ‘ If you make more prof it for the bank, 
then you will be paid more.’  This very widespread link between 
� � � � 
��	 � � �� 	 � �� 	 � �� � � %� � ��� �� � �� � � � 	 � � � �	 ��� �� �	 ( � � ��
unchecked it can only lead to further disasters. 
  
The pay-for-profit paradigm values prof it more highly than the 
safety of the banking institution. Bonuses are far more likely to 
be paid for generating prof it (which is readily quantified) than 
for keeping banks safe (which is hard to quantify).  
 
But in banking there is always a clear link between risk and 
reward. The most direct route to more profit is to increase the 
risks taken. The banker who is powerfully motivated to increase 
profit is therefore driven to find new and creative ways of 
increasing risk. This is why, in the build-up to the crisis, banks 
increased their leverage, created hidden risks off balance sheet 
and devised complex financial instruments with the effect of 
hiding risk. 
  
Incentivising r isk  
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Whatever new regulations are devised by governments, whatever 
new controls are put in place, individual bankers still have 
massive incentives to create and hide risk and to place risk with 
people who do not fully understand it. Already by 2006 many 
bankers could see that the force-feeding of mortgages into the 
market was not sustainable, but they continued to do it anyway. 
It is what they were paid to do.1   
There is an even more fundamental problem with the massive 
incentives that bankers have to generate profit. The incentive 
regime has given rise to a culture entirely driven by the 
supercharged desire of individuals to make money for 
themselves. The banks can only succeed as institutions if they 
can constructively harness this volatile - and morally dubious - 
aspiration of their employees. Yet it has proved impossible to 
fully align the self-interest of individuals with the long-term 
interests of banks.  
 
Forms of remuneration that take incentive alignment seriously 
need a long-term focus and have to make bankers accountable 
for the risks they take.2 Unfortunately such forms of 
remuneration are considered uncompetitive in the market for 
banking talent. Bankers - like everyone else - prefer their 
rewards to be immediate and secure from clawback.   

 
Opposite of fiduciary duty 
The gap in incentive alignment means that bankers can often 
maximise their personal rewards in ways that damage banking 
institutions, especially over the longer term. Individual bankers, 
under intense competitive pressure, inevitably exploit incentive 
alignment gaps to their own advantage. Bankers’  self-interest has 
therefore prevailed over the interests of banks and their 
shareholders.3  
 
The culture has evolved into the precise opposite of fiduciary 
duty, that extraordinarily high duty of care that a company 
director is legally obliged to show to the company. 

 
Bankers’  pay has created an industry culture in which the 
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rewards of individuals are prioritised above the health and 
security of the financial institution they work for. This is 
extremely dangerous to financial institutions and to the 
governments that underwrite them. A complete change of culture 
is essential, and this can only be brought about by very radical 
changes in the way bankers are paid. 
 
Rev. Patrick H. Gerard is assistant curate, St Alphege, Solihull, 
an ECCR member and author of the book ‘Performance and 
Reward’  (2006). He blogs at  
performanceandreward.blogspot.com. 
 
Notes 
1. See Tetsuya Ishikawa, speaking on Love of Money – Age of Risk, BBC2, 

22 September 2009. 
2. See e.g. the FILLIP (‘ fully i nvariable, linear long-term incentive plan’ ) 

proposed in Patrick Gerard, Performance and Reward, Leicester: 
Troubador Publishing, 2006. 

3. Alan Greenspan, accounting for the financial crisis to a US congressional 
committee in October 2008, said: ‘ I made a mistake in presuming that the 
self-interests of organisations, specifically banks and others, were such that 
they were best capable of protecting their own shareholders.’ 

 
 
 

The UN Pr inciples for Responsible 
Management Education 
Barbara Hayes 
 
 
The United Nations Global Compact was set up in 2000 by then 
Secretary-General Kofi Annan. It set out ten principles for 
responsible corporate behaviour covering four areas: human 
rights, labour, environment and anti-corruption.1 Compared with 
ECCR’s Bench Marks (www.eccr.org.uk/BenchMarks) and other 
codes, the Global Compact is limited to very broad statements, 
and the question was always how it would be implemented.  
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The Compact has grown in influence, however. Approximately 
6,700 organisations have signed up worldwide, of which 198 are 
in the UK. Signatories include major companies, small and 
medium-sized enterprises (SMEs), academic institutions and 
civil society organisations. 
 
Values and ethics 
In the end, decisions about corporate behaviour are made 
predominantly by managers. The Compact raised questions about 
the capacity of managers to deal in values and ethics, integrating 
them effectively into business decisions. In business schools and 
universities where managers learn their skills, ethics and 
corporate responsibility may be only one module, tacked on to a 
whole course, or absent altogether.  
 
Recognising this, the UN has developed the Principles of 
Responsible Management Education (PRME), which were 
launched in New York late in 2008.2 At that event, Secretary-
General Ban Ki Moon noted that the current global economic 
crisis underlines, as never before, the connection between 
business decisions and social impact.  
 
Business schools have too easily accepted the dominant model of 
business and taught technical competence alone. This is the right 
time to look for new ways of educating managers and doing 
business.  
 

Inclusive and sustainable  
The PRME principles commit universities and others to ‘develop 
student capability to be future generators of sustainable value for 
business and society at large and to work for an inclusive and 
sustainable global economy’ . This will be implemented by 
developing  curricula, learning experiences, research, business 
contacts and stakeholder groups, and being exemplars in their 
own practice.  
In June 2009 representatives of 25 UK universities and business 
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schools came together to consider their involvement in the 
PRME initiative. Professor Julia King, Vice Chancellor of Aston 
University, who sits on the government’s Committee on Climate 
Change, opened the day by reminding participants of another 
urgent reason to change business models and the need for a new 
type of business leader. It seems that 80 per cent of main board 
members of major companies are accountants by training – too 
narrow a skills base in a complex world. 
 
Instrumental  
A number of UK universities have already signed up to PRME, 
and some were instrumental in developing the project. Three 
outlined their approach.  
 
Aston University’s MBA includes a module ‘Giving voice to 
values’ . Students look at various dilemmas and are asked to 
consider how they would behave in their private life as compared 
to their business life. Attitudes and values before and after the 
course are compared, and many students speak of the course’s 
value in giving them a vocabulary and confidence to voice their 
own values and ethical concerns in their company.  
 
At Sheff ield the involvement of students in volunteering with 
homeless people and community challenges is being used for 
personal development, to benefit organisations and also as a way 
into wider issues. At Winchester, which has a Christian 
foundation, the  business school is building the Principles into 
undergraduate education from the beginning (‘starting with the 
end in mind’ ) in all subjects: marketing, finance, HR, strategy, 
etc. 
 
Challenges ... oppor tunity 
There are many challenges. Institutions may only have the 
capacity to start with part of their programme – either the 
undergraduate or the postgraduate – and they will have to meet 
the requirements of academic accreditation. The US accrediting 
bodies are particularly important in this, and some of the Aston 
participants have begun the task of persuading them to be 
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involved. Meanwhile the basic texts at undergraduate level need 
development.  
 
There are also concerns that the economics taught in school 
already encourages young people to accept the old models of 
business. Laura Spence, Reader in Business Ethics at Royal 
Holloway, University of London, reminded participants that 
small f irms dominate every economy and do not deal with 
corporate responsibility in the same way as multinationals. 
 
Nevertheless, PRME is a real opportunity to do things 
differently. The sixth principle commits supporters to facilitate 
and support debate among various stakeholders ‘on critical issues 
related to global responsibility and sustainability’ . Perhaps that’s 
where ECCR comes in. 
 
Barbara Hayes, a former Chair of ECCR’s Board, chairs ECCR 
West Midlands Group.  
 
Notes 
1. www.unglobalcompact.org. 
2. www.unprme.org. 
 
 
 
 
 
 
 

Response to a flawed SRI  model 
Robert Howell 
 
 
The Council for Socially Responsible Investment (CSRI) in New 
Zealand has been rethinking its strategy and the Socially 
Responsible Investment (SRI) model in the light of the economic 
downturn and threats of ecological degradation.1  
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In essence, the Council advocates extending the traditional SRI 
model to include consideration of the ethical and strategic issues 
of the finance sector and the need to factor global change drivers 
(such as water quality and scarcity, species loss, toxic pollution, 
peak oil, food shortages) into investment in companies. With this 
analysis, strategies need to consider not just social and 
environmental impact but the way investors develop 
relationships with companies. 
 
Unattainable goal 
Two years ago CSRI set a goal of mainstreaming SRI in New 
Zealand within five years. We now recognise that this goal is 
unattainable. Even in Europe and the USA, where SRI advocates 
have been working much longer and with greater resources, SRI 
investment has not advanced beyond 17 per cent under the 
widest possible definition of SRI.  
 
A more robust definition which addresses the need for a 
comprehensive understanding of ecological threats would 
probably lower this percentage to below 5 per cent.  
 
SRI will not be able to signif icantly contribute to a safe world 
within the necessary time span to avoid the collapse of human 
society as we know it. The evidence indicates that under the 
business-as-usual (BAU) model, economic returns will always 
dominate, so that even the very mainstream SRI goals will not be 
met.2 
 
Part of the difficulty is that the model assumes that the way the 
financial sector works is fundamentally satisfactory. On this 
assumption, all that is required is using a social and 
environmental impact assessment to avoid investment in certain 
types of economic activity, to engage with companies to 
encourage them to change their behaviour, and to invest in 
companies that have positive social and environmental impacts. 
We now believe that this model is inadequate. 
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Shor t-term focus 
In recent years the international financial sector has been shown 

to 
have an overwhelmingly short-term focus based on economic 
returns. It is a complex, interdependent system prone to conflicts 
of interest. Fraud has been rampant in the sale of subprime 
mortgages. The pay system is geared to short-term gains. 
Bankers and fund managers stand accused of pocketing bonuses 
with no thought for the longer-term consequences.  
 
Although banks in New Zealand have been more robust than 
many, parts of the New Zealand financial sector have lost the 
confidence of many investors. The key point for CSRI is that a 
large part of the financial sector - internationally and in New 
Zealand - has proved profoundly irresponsible in its core services 
to investors and society. 
 
One response is to support calls for better regulation in the belief 
that the current downturn is part of the usual business cycle of 
ups and downs, and that with improved regulation conf idence in 
BAU can be restored. While CSRI believes that improved 
regulation is needed, we do not believe it suff icient. A better 
strategic analysis is needed to identify factors that increase risk - 
which have been either ignored or poorly assessed by the 
financial sector - and to take steps to mitigate these for investors. 
 
Profound shi fts 
However, we now believe that our response should go much 
deeper. Part of our strategic review has involved working with 
Sustainable Aotearoa New Zealand (SANZ) on scenarios that 
have involved identifying the major drivers of change that are an 
inevitable part of the world’s future.3  
 
This analysis shows that the usual business cycles are being 
overtaken by a complex sequence of global changes that will 
take human civilisation outside the range of prior experience in 
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terms of the speed, magnitude and irreversibility of change. 
Cyclic ups and downs of the market economy will be overtaken 
by abrupt shifts with profound implications for people’s 
investments and livelihoods.   
 
While some aspects of these changes are very sobering, steps can 
be taken by investors to mitigate new and emerging risks, assess 
new opportunities and show a greater responsibility to a shared 
future. When this analysis is carried out, new strategies need to 
consider not just the social and environmental impact but the 
way investors develop relationships with the companies they 
invest in.   
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As risks to investors increase through the coming complex global 
changes, the current role of banks and financial advisers - and the 
basic assumptions of pension schemes (and hence affecting care 
for older people) - will need to change. We can no longer assume 
that there will be enough profitable companies to provide 
adequate returns for pensions in the coming decades.  
 
Civil society should develop active strategies for the use of 
money consistent with these factors and with its organisational 
goals. 
 
Dr Robert Howell is CEO of the Council for Socially 
Responsible Investment, New Zealand, one of five Quaker 
authors of ‘Right Relationship: Building a Whole Earth 
Economy’  (Berrett-Koehler, 2009) and one of the team of writers 
for the Sustainable Aotearoa New Zealand publication ‘Strong 
Sustainability for New Zealand: Principles and 
Scenarios’  (www.phase2.org). 
 
Notes 
1. www.csri.org.nz. 
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2. R. Howell (2008), ‘Globalization and the good corporation: whither 
socially responsible investment?’ , Journal of Human Systems 
Management, 27 (3), 243-54. 

3. SANZ, Strong Sustainability for New Zealand: Principles and Scenarios, 
www.phase2.org. 
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Have your say 
The Bulletin welcomes readers’ letters: miles.litvinoff@eccr.org.uk 
 
Join ECCR 
ECCR welcomes new corporate and individual members.  
For membership details please contact ECCR’s Church and  
Membership Relations Officer, Helen Boothroyd: hel-
en.boothroyd@eccr.org.uk,  
tel. 016977 46567, or visit www.eccr.org.uk 
 
Receive ECCR’s monthly e-newsletter 
Sign up at www.eccr.org.uk 



  
ECCR’s mission: 
 
The Ecumenical Council for Corporate Responsibility 
(ECCR) is a church-based investor coalition and 
membership organisation working for economic justice 
and environmental sustainability.  
 
ECCR undertakes research, advocacy and dialogue to 
encourage companies to meet the highest standards of 
corporate responsibility and transparency, as well as 
assisting faith communities, their members and other 
investors in upholding these same high standards 
through responsible and positive-impact investment.   
 
 
ECCR’s strategic objectives: 
 
1. To influence the policies and practice of companies, 

particularly those based in Britain and Ireland. 
2. To work with others to develop international co-

operation in the corporate responsibility and 
responsible investment movements.  

3. To foster corporate responsibility and responsible 
investment within the economic life of the Church 
through education and awareness raising. 

4. To strengthen ECCR’s own membership and 
organisational base. 

 
ECCR encourages the way of dialogue with companies 
and their workforces, and with communities and groups 
affected by companies’ operations, wherever possible. 


