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Introduction: Networking Social Finance 
 
Created in 1989, INAISE, the acronym for International Association of Investors in 
the Social Economy, is a global network of socially and environmentally oriented 
financial institutions. It aims to foster the development of organizations and 
enterprises which through their activities and business operations work towards a 
more sustainable and equitable society. 
 
In its twenty years of existence, INAISE has grown into a leading social finance 
organization, with members from all over the world. Predominantly European 
initially, the network has now expanded to Africa, the Middle East, South East Asia, 
Australia, North America and South and Central America. Members range from fully 
licensed banks to savings and loans institutions, investment funds, venture capital 
and microfinance institutions. 
 
INAISE sees as its mission to lead the development of a thriving and sustainable 
global social banking and finance sector. Over the last decades, this sector has 
experienced considerable growth and now encompasses a wide and diversified 
range of institutions and services. It believes that it is through enhanced capacity 
and capital formation development and outreach by aligning capital with social, 
economic, cultural and ecological uses often in marginalized and underserved 
communities throughout the world, that it can achieve its goals. 
 
INAISE members have a long and successful track record in financing through loans, 
equity and guarantee, Small and Medium Enterprises (SMEs), social businesses, co-
operatives and community enterprises, educational, health and social care 
institutions, social housing, renewable energy and fair trade production and 
distribution and other pioneering innovations. They support projects, which 
because of their size and operational cost, the profile of their promoters, the type of 
activity and its risk scoring, the profit expectation, mainstream financial institutions 
are not usually prepared to finance. 
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Thus, they fill a crucial gap in the credit and financial product offering, particularly 
in rural areas in the lesser developed countries but also in unemployment-stricken 
socially-deprived urban areas in the northern hemisphere. 
 
INAISE members are successful and growing impressively. In the midst of a crisis of 
unprecedented magnitude which has made enormous casualties amongst banks and 
other financial institutions they have, on the contrary, increased their market share 
and profitability. Indeed, the financial crisis offers a unique opportunity for social 
finance to gain larger recognition from the media and public opinion and from the 
national and international institutions in the field of finance. They now also acquire 
political leverage in a world in disarray. 
 
Social Finance is based on a set of values which gives priority to ethical and 
ecological choices, social utility, public interest, local development and long term 
return over short term profit maximization. This focus has immuned it from the 
frenzy of financial speculation. Had its moderate and responsible behavior been 
followed by the rest of the industry, the crisis could have had far less severe 
consequences. Thus the consolidation and development of a robust Social Finance 
sector is not only an efficient way to reduce social exclusion by giving access to 
credit and financial services to a large portion of the world population to which it is 
still denied, but also to avoid the repetition of financial crises. 
 
Refounding the world financial system will not be achieved by regulation alone, 
however necessary. It will require entirely new thinking, a radical departure from 
the recipes of the past. It is INAISE members’ belief that Social Finance offers a 
convincing source of inspiration and a credible alternative for restoring sense to 
finance. 
 
We recognize that the total market share of the social finance institutions that 
INAISE and other international networks – such as the Global Alliance for Banking 
on Values, Institute for Social Banking and FEBEA – bring together is very small. In 
each respective country, many of these institutions are pioneers in Social Banking 
and Social Finance. But they only represent a small niche in a broadly traditional 
and conventional “mainstream” environment oriented towards profit maximization.  
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Because of the urgent need for a paradigm shift in banking, finance and society, the 
ability to form alliances and increase one’s outreach via networks and joint 
institutions are useful tools to reach the multi-dimensional goals of Social Finance, 
respecting the people, the planet and also the profit. 
 
This publication aims at increasing the visibility of the Social Banking and Social 
Finance approach. It highlights the existing variety and dynamics that have been 
developed over the past decades.  
 
Aimed at both the people within the Social Finance sector who can gain insights into 
the other initiatives, as well as those who have no clue yet about Social Finance and 
Social Banking, this publication portrays existing practical solutions on varying 
networking levels of Social Finance by using stories and accounts of the alliances, 
organizations and personalities who make all this happen.  
 
It introduces the concept of banking as a vehicle for social change. It presents the 
advantages of networks and the existing approaches of working together. It gives 
insights into Social Banking and Social Finance organizations by depicting different 
approaches from all over the world. And it tells inspiring personal stories of 
individuals in Social Banking and Social Finance.  
 
The publication has three parts. Part I Social Finance and its Networks focuses on 
two questions: “What is the broader perspective on the financial system as a 
whole?” And a more focused view of “What is the role of networks in social finance?”  
 
In Part II, Social Banking and Social Finance Initiatives, we present a wide array 
of social financial institutions that are members of INAISE. Various individuals write 
about their institutions, their history and their current goals. In Part III, People in 
Social Banking and Social Finance, we have invited individuals who are 
biographically linked to the development of social finance, to describe their work, 
reflect on how they moved into social finance, and to discuss current successes and 
challenges. 
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We hope that with “Networking Social Finance”, readers get a good understanding 
of Social Banking and Social Finance, both on an organizational and on a personal 
level. 
 
If you have any questions, please do not hesitate to contact the respective authors or 
us, the editors. You will find the e-mail addresses below the title of each article. 
 
Enjoy reading! 
 
Marcel Hipszman, president of INAISE, hipszman.marcel@wanadoo.fr 
Viviane Vandemeulebroucke, INAISE, inaise@inaise.org  
Katharina Beck, Institute for Social Banking, katharina.beck@social-banking.org  
Dr. Katrin Käufer, MIT-Co-Lab, Presencing Institute, kaeufer@mit.edu  
 

mailto:hipszman.marcel@wanadoo.fr�
mailto:inaise@inaise.org�
mailto:katharina.beck@social-banking.org�
mailto:kaeufer@mit.edu�
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Part I:  Social Finance and its Networks 
 

Competencies for Social Banking 

Katharina Beck, Institute for Social Banking 
 

katharina.beck@social-banking.org 
www.social-banking.org 

 
 
Why would banks found an Institute that promotes education and research for 
Social Banking? Aren’t banks financial, not educational, service providers? Why 
should they care about education and research? Of course, every bank needs to 
train, i.e. “educate”, their employees in banking. There are many banking academies, 
where current or future bankers learn the skills of “how to do banking”. But not all 
of them provide what social bank(er)s need, or at least not everything they need. 
And, in a nutshell, this is why the Social Banks set up the Institute for Social Banking. 
 
The network: Institute for Social Banking 
 
What is special about the “Institute for Social Banking (ISB)–education and 
research,” founded in 2006 and currently supported by a network of thirteen 
member institutions in Europe. 1

The ISB’s activities go beyond the common methods, questions and target groups of 
usual banking academies. The mission of the ISB is, through education and research, 
to foster awareness, knowledge and competencies regarding Social Banking and 

  
 

                                                        
1 Members of the Institute for Social Banking as of May 2010 (in alphabetical order): Alternative Bank 
Schweiz (Switzerland), Banca Etica (Italy), Charity Bank (United Kingdom), Cultura Bank (Norway), 
Ekobanken (Sweden), GLS Bank (Germany), GLS Treuhand (Germany), Hannoversche Kassen (Germany), 
Hermes Österreich (Austria), La NEF (France), Merkur Bank (Denmark), Stiftung Edith Maryon 
(Switzerland), Triodos Bank (Netherlands). 

mailto:katharina.beck@social-banking.org�
http://www.social-banking.org/�
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Social Finance. It addresses future and current professionals in the banking and 
finance sector and other stakeholders, such as academics, students and the 
interested public. Its projects include: 
 
• A yearly Summer School not only for bankers, but open to any interested person 

(in 2010 it has a special focus on the “Values in Banking”); 
• A practice oriented MA in Social Banking and Social Finance for professionals in 

the financial sector, where the students’ every day working practices are central, 
instead of a one-directional “learning how to do banking”; 

• Interactive Seminars and a public Lecture Series at Universities; 
• The development of the first module on Social Banking in a BA curriculum 

worldwide; 
• Exclusive international ISB Experts’ Seminars; 
• A Paper Series where innovative questions on alternative Banking and Finance 

are approached (e.g. “How to visibly include sustainability criteria into the 
business reporting?”); 

• Research on what Social Banking actually is. 
 
For its innovative approaches it so far has been awarded two prizes:  
1. Designated as an official UNESCO project. 
2. Recipient of The Continuing-Education-Award 2010 for the MA Social 
Banking and Social Finance. 
 
How do the supporting member institutions benefit from this educational network, 
besides the general networking benefits mentioned by Lars Pehrson.2

 

 To find this 
out it is crucial to look at the goals and values of these organizations. 

Education for Social Bankers 
 
The values of Social Banks 
 
All ISB members are “Social Banks” or “Social Finance Institutions” (hereafter jointly 
called “Social Banks”). Even though, over many years of practice, every so-called 

                                                        
2 Pehrson, L., “On Networking”, in: “Networking Social Finance”, p. 47-49.  
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Social Bank has developed its own specific areas of expertise, there are many shared 
characteristics and interests that bring them together in the networks like INAISE, 
FEBEA, GABV and ISB. 
 
According to their mission statements, the central aim of these Social Banks is not 
profit maximization.3 This clearly differentiates them from the clearing banks whose 
first and foremost goal which usually is to maximize the shareholder value. In sharp 
contrast, the Social Banks have multi-dimensional goals. This, of course, includes 
making profit, but not to maximize it at the expense of other goals. Understanding 
banks as the “heart” of the economy, Social Banks perceive themselves as servants 
to the real economy. They are aware that “using money means forming society”. 4

As Andreas Neukirch, member of the GLS Bank, points out, with this comes the need 
and the responsibility to be in an on-going dialogue with all stakeholders. The 
member banks of the ISB see themselves as responsible to shape the economy 
through the choices they make in their loans and/or gift money to projects and 
people. 

  
 

5 Or as Lars Pehrson puts it: “We are here to give an impact, to contribute to 
a change in society”. 6

The focus of the Social Banks’ drive for change is on the needs of the human being.

 
 

7

                                                        
3 See: Scheire, C., de Maertelaere, S., “Banking to make a difference. A preliminary research paper on the 
business models of the founding member banks of the Global Alliance for Banking on Values“, June 2009, 
Artevelde University College, available online: 

 
Their business models are based on the triple approach of “people, planet, profit,” 
always having in mind their servant function towards the real economy. Social 
Banks understand themselves as “enablers” for human beings to live their lives in a 
worthy way, and in a healthy environment, now and in the future. As such, they are 

www.social-banking.org/forschunglehre/literatur-artikel/ 
(2010/04/30). 
4 Andreas Neukirch, member of the GLS Bank, in his speech at the International Summer School 2008 in 
Denmark, watch: http://www.youtube.com/watch?v=Dwbde_75Ab0 (2010/05/04). 
5 “We have a responsibility towards society. We are at the heart of the economy and therefore we have 
an obligation to serve the real economy and the needs of the human being.” Georg Schürmann, member 
of the board of the German branch of Triodos Bank, in a telephone interview with the author on 24 
February 2010. 
6 See Pehrson, L., “On networking”, op. cit. 
7 This paragraph bases upon an unpublished research that the author did about the values that the ISB 
Member Institutions communicate on their websites and upon various discussions with representatives of 
Social Banks. 

http://www.social-banking.org/forschunglehre/literatur-artikel/�
http://www.youtube.com/watch?v=Dwbde_75Ab0�
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very conscious about their high responsibility. To achieve their goals, transparency 
is central.  
 
At the ISB Members’ Day 2010, a workshop was conducted on what the delegates of 
the present member institutions understand as the core values of Social Banking. 
Included were fairness, transparency, long-term thinking, solidarity and creating 
consciousness and awareness. By the end of the workshop, the members realized 
that the organizational values of the social banks correspond directly to the core 
values of the society they consider desirable.  
 
Social Bankers need special competencies 
 
It becomes clear that working in a Social Bank does not mean people apply the once- 
learned technical banking practices to maximize the bank’s income. It means they 
question existing practices, see the customer as a human being, and constantly 
balance the different values that lie behind a decision. For instance, when deciding 
about a credit application, they take into account not only the usual economic 
factors but also the social, cultural and environmental dimensions. Many Social 
Banks organize regular meetings to discuss values and the deeper questions of 
banking and sustainability. 
 
They foster personal competencies such as empathy, ability to listen, to critically 
reflect, to take things not as granted. The social banker is not only technically 
present, but has to be present as the whole human being. 
 
Social Bankers “think out of the box” and do things differently than the vast majority 
often going against mainstream practices and positions. In many countries, the 
member banks of the ISB usually represent the only Social Banking initiative in their 
respective countries. Social Bankers need a certain strength to communicate and 
discuss what they do.  
 
Being a Social Banker, of course, is not just about reflection and thinking of how to 
shape the society. The economic point of view must also be considered. Accounts 
have to be opened and managed, customer needs to be served daily, credit 
applications must be soundly checked. In this environment, the time for critical and 
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sound reflection of the work is often scarce. Especially in the current situation, 
where Social Banks experience massive growth and extra work that comes with it. 
Reviewing one’s own practices on an on-going basis requires extra effort.  
 
ISB: Special Education and Research for new Social Bankers 
 
The Institute for Social Banking does not conduct the usual technical skills trainings 
(what the banks also do in-house or at special training academies in their country), 
but it offers seminars and events that broaden the understanding of what banking is 
for and what its role in society is. One could call this the “Unique Selling Point” of the 
ISB. The ISB supports the Social Banks in training their employees to be able to 
critically and responsibly manage the multi-dimensional tasks of a Social Banker. 
 
Most new employees have been conventionally trained, so there is an urgent need 
for them to learn that banking has multi-dimensional goals that go far beyond 
maximizing shareholder value. ISB events like the International Summer School on 
Social Banking or other international ISB seminars on Social Banking are essential 
here. To meet with representatives and pioneers of (the other) Social Banks in 
Europe, first, shows that their organization is actually a part of an international 
network; second, the seminars make the existing best practices more accessible; and 
third, it is very inspiring to understand what Social Banking can actually be about.  
 
ISB: Exclusive Experts’ Seminars for experienced Social Bankers 
 
Since there is no established textbook knowledge of “How to do Social Banking” as it 
exists for the common techniques of banking, it is important to learn from the 
network of other existing Social Banks and their specific staff, such as HR or 
Marketing. 
 
The ISB responds to these needs with the ISB Experts Seminars Series. These 
Seminars bring together professionals from the same functional areas in the ISB 
member institutions thereby supporting the effectiveness and efficiency of the 
success of the ISB members. They provide the experts a platform for:  
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• Exchanging and discussing their professional experiences, best practices and 
challenges; 

• Setting up a focused professional network with their peers from the like-minded 
ISB member organizations; 

• Benefiting from new perspectives on their functional area provided by academics 
and/or practitioners who are invited to the seminar to give external inputs. 

 
Education for society 
 
Educating society is crucial. The number of customers of the Social Banks is very 
small in comparison to the total number of accounts that exist in all banks. In 
Germany, for example, less than 0.3 % of the eligible voters are customers of any 
established Social Bank.8

The core competence of banks is dealing with information. Being aware of this gate-
keeping position, many of the conventional banks use their advantage to withhold 
information from their customers, i.e. they do not transparently show what they do 
with the money. Social Banks, however, aim for an open, transparent and fair 
dialogue with their customers. Some, sees banks themselves as “educational 
institutions” where the bank has the obligation “to make topics about money and 
banking understandable”. 

 This is marginal.  
 
Based on our experiences, the financial literacy of the general public is very limited, 
as is the understanding of the role of money and banking in society. Most people are 
not aware that they actively influence society with their bank account and 
investments. For many, money is a natural law and culturally, one “does not speak 
about money”. Few people know that Social Banks exist. To achieve their societal 
goals, it is central for the Social Banks to communicate that each citizen has a role to 
play when it comes to “forming society”. 
 

9

                                                        
8 Summing up the number of customers not only of GLS Bank and Triodos Germany, but also including 
those of Ethikbank, Umweltbank and Noabank. 
9 Andrea Valdinoci, investment advisor at the GLS Foundation, Germany, in an interview with the author 
on 19 February 2010. 

 To date, these educational efforts have mostly been 
addressed towards the customers rather than a broader audience. 
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The Institute for Social Banking bundles and concentrates capacities and 
international knowledge for organizing education for Social Banking. The ISB has 
several advantages to strongly support the Social Banks in their efforts to shape 
society through the creation of awareness and provision of knowledge throughout 
the population. 
 
• It can go beyond direct customer education (what Social Banks do) and address 

additional important stakeholders like financial advisors, politicians, 
professionals in NGOs and the general public. 

• With its educational offers at universities, the ISB helps develop the broader 
thinking of future leaders in society. This can become important on several 
levels: 

1. For the development of new, well-trained (in several dimensions) 
personnel for the leading positions in the Social Banks 

2. For creating knowledge and awareness among future partners in other 
sectors, being sensitized for Social Banking. 

3. For changing the way universities teach banking (and economics), from a 
one, to a multi-dimensional / interdisciplinary approach. 

• As an independent think tank, the ISB is a credible creator of public awareness for 
Social Banking. 

 
The importance of research 
 
To provide the above described diverse training and educational offerings, a solid 
background of abstraction and theory building is indispensable. Up to now, 
theoretical and empirical research on social banking and social finance has been 
very scarce. The Institute for Social Banking tries to bridge this gap between 
practical experience and abstracted knowledge by developing a new academic 
research field: Social Banking and Social Finance. This has been started in several 
projects: 
 
• Within the MA Social Banking and Social Finance new research papers on Social 

Banking and Social Finance are continuously written. An important aspect in the 
MA is the innovative method of Practice Research that provides a unique 
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opportunity for personal and professional development through academic 
reflection. 

• Throughout the design of the Bachelor Module “Social Banking”  
• By co-editing a book on “Social Banks and the Future of Sustainable Finance” 

(planned publication date: 30 November 2010). 
 
Only by also developing an (interdisciplinary) academic field on Social Banking and 
Social Finance, the topic of Social Banking will enter the main discourses in society. 
This is why the ISB constantly fosters research projects on the issue. With the ISB 
Paper Series, the ISB tries to attract working papers on the topic that have not had a 
public audience so far. 
 
The benefits of a joint Institute for Social Banking 
 
The benefits of a joint institute are many:  
 

1. New, “conventional” employees in Social Banks learn the special 
competencies required for Social Banking; through international 
inspiration and the provision of professionally and constantly developed 
learning materials 

2. Often there is only one Social Bank in each country. Through the ISB, 
experienced Social Bankers have the possibility to exchange best practices 
with and learn from the experts of Social Banks in other countries, while 
also getting external and innovative inputs also. 

3. All Member Institutions are part of a think tank that can better and more 
inclusively address each part of the broad stakeholder group of Social 
Banks than the banks themselves: universities, governments, NGOs and 
the public. 

4. They profit from the academic research on Social Banking and Social 
Finance, by: 
a) Using the results for the development of the own institution,  
b) Getting the topic of Social Banking into the university curricula that 

are important for the development of future leaders and of public 
discourses. 
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5. The Public Relations of the Institute for Social Banking focuses on 
educating a broader public to realize their potential to be part of a 
different monetary, banking and finance system. The more people who are 
aware of Social Banking, the more persons will approach the Social Banks 
to assist them in financial matters. 

6. It makes sense for the member institutions of the ISB, compared to the big 
clearing banks, to join their resources and bring in their experience and 
knowledge in one joint educational and research institution. 

 
Outlook: deepening research 
 
Since its foundation in 2006, the Institute for Social Banking has concentrated its 
activities on developing innovative educational Social Banking courses such as the 
MA Social Banking and Social Finance, the International Summer School, as well as 
Introductory and Experts’ Seminars .It is now important to also focus on the 
research activities with view to Social Banking and Social Finance, to firmly 
establish the topic within the academic and societal discourses. This will also 
strengthen the position of Social Banks as pioneers of multi-dimensional and 
interdisciplinary thinking and doing. These are indispensable qualities in times 
where a one-directional economy, only longing for the maximized shareholder 
value, threatens not only the economy but the whole society. 
 
 
 



Networking Social Finance 

 16 

 

Ethical banking 
 

Frans de Clerck 
Senior advisor to the Executive Board of Triodos Bank Group 

frans.declerck@hotmail.com 
 
The private sector and financial institutions in particular, are increasingly expected 
to play an important role in helping to create a truly sustainable world.  Conscious 
consumers, ethical investors, enlightened businesses, non-governmental 
organizations (NGOs), cultural creatives, and leading international institutions are 
working to make the triple bottom line (People, Planet and Profit) a reality. These 
people and institutions want solutions for poverty, injustice, war, widespread 
diseases, educational inequalities, destruction of nature and the planet.  In short, 
they want to improve quality of life for everyone on this planet, and they understand 
that we all are economically interdependent and thus co-responsible for taking care 
of current and future generations.  They share a common set of values centered on 
the enhancement of human dignity. Some of these values are already universally 
accepted, other are nurtured at a personal level. These people and institutions know 
that knowledge, capital and energy are available to solve most of the problems, and 
they see themselves as part of the solution, ready to contribute.  
 
Non-governmental organizations are calling upon financial institutions to 
implement more socially and environmentally responsible lending policies. An 
example of this is The Collevecchio Declaration on Financial Institutions and 
Sustainability10

                                                        
10 The Collevecchio Declaration on Financial Institutions and Sustainability was launched at the World 
Economic Forum in 2003. 

, which outlines six principles that financial institutions should 
embrace: a commitment to sustainability, to ‘do no harm’, to responsibility, to 
accountability, to transparency and to sustainable markets and governance. In 
addition it explicitly calls on financial institutions to advocate for regulation. 
 

mailto:frans.declerck@hotmail.com�
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Some developments are making their way into mainstream decision-making in the 
financial industry. Clear indications of this are demonstrated by major financial 
institutions signing internationally recognized standards such as The Principles for 
Responsible Investment11, (which concern environmental, social, and corporate 
governance issues), and The Equator Principles12

1. understand and accept their responsibility in handling money-streams  

. And although it is a long way to 
change policies in the banking sector, especially when the driver is the ‘common 
good’ and an ethical approach, some first steps have been made. This mainly 
concerns the creation of ethical investment funds, separate from the core banking 
business and the introduction of lending policies with ecological criteria for the sake 
of risk reduction or reputation protection. However, ethical private development 
banking as a core mission is still not on the agenda of institutions mainly focused on 
financial return, driven by stock markets and short-sighted shareholders. 
 
Crucial human development and sustainability issues, such as poverty alleviation, 
awareness of the human impact on climate change, investments in renewable 
energy, fair trade and organic agriculture, demonstrate possibilities for a widening 
of the scope of responsibility for financial institutions. But three conditions need to 
be fulfilled by financial institutions. They have to:  
 

2. establish internal rules and systems that can cope with ethical criteria 
3. widen their concept of return including the social and ecological added-

value of their activities. 
 
As this is probably more than one step too far for most financial institutions, the 
near future of truly sustainable ethical banking will be furthered by specialised 
banking institutions with ethics as part of their DNA and mission, and with financial 
activities clearly oriented towards human development, quality of life and a decent 
financial profit. 
 
 

                                                        
11 The Principles for Responsible Investment is an initiative of the UNEP Finance Initiative and the UN 
Global Compact: see www.unpri.org. 
12 The Equator Principles are a banking industry framework for addressing environmental and social risks 
in project financing: see www.equator-principles.com. 
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Ethics in banking 
 
Banking and finance as a profession have an intrinsic value chain which is 
interwoven with the cycle of providing adequate financial products and services. As 
long as there are no bank guidelines or criteria on ethical, social and sustainability 
aspects, the individual co-worker or the lending committee are generally applying 
the ‘neutrality rule’, excluding ethical, social and environmental considerations from 
the bankers´ decision making. In reality however, money is not neutral and it 
involves responsibilities from its inception and along the distribution chain where it 
has to do with value creation, not only pure financial value but also human, social 
and environmental added values. 
 
Money, capital, intelligently and wisely invested as an instrument for improving 
quality of life, can have a major impact on human development. Because of this 
impact, a neutral attitude to investment and lending is irresponsible. In the financial 
markets, money and money systems become mechanical and develop uncontrollable 
dynamics. Financial regulators and authorities are only concerned with the 
mechanics of the system in order to prevent major breakdowns. Is there an 
organizational design for money as an instrument subservient to human 
development? What are ethical impulses and human qualities that can be found in 
modern societies in both developed and developing countries and that can be 
brought into the banking and finance process? Three possible impulses are 
described below. 
 
a. The impulse of brotherhood and sisterhood at interpersonal, local and global level 
 
Are we interested in each other’s physical existence and well-being? Do we feel 
responsible for each other? How do we deal with this question on a planetary level? 
In which way do we experience and organize a global co-existence at a time of 
different development patterns in different cultures and in different natural 
environments around the globe? Are we ready for such a scope of social cohesion 
while self-interest and pure consumer orientation are taking the lead in modern 
economy? Can a transparent money stream serve social cohesion and stimulate the 
interest in each other by making money become available to those who are talented 
to use it in value creation activities for the common good? 
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b. The impulse of recognition of human dignity as a precondition for human 
development  
 
The impulse of recognition of human dignity as a precondition for human 
development demonstrates a deep interest in the personality and the capacities of 
other human being(s), including respect for a person’s inner life and active 
tolerance. How can the availability of money, in its respective qualities through 
lending, investment or donation, contribute to a valuable use of human capacities? 
 
c. The impulse of searching for ‘meaning’ and ‘quality’ in life 
 
‘Meaning’ refers to a constant quest for understanding, including the spiritual level. 
‘Quality’ has to do with the added value that is the outcome of a search process 
where choices are being made in life. How can investment and lending be directed 
to meaningful positive action and be diverted from financing negative developments 
or negative aspects of an undertaking? Can ethical banking be a method of constant 
search and reflection on the meaning of human and economic value creation while 
putting its findings into practice? 
 
Standing in the middle of social and economic developments, bankers are well 
positioned to have an overview and a feeling for what matters, although they assess 
risk versus opportunities without considering social and environmental 
development. They generally use this position to grow their business. They do not 
take this opportunity to transform the knowledge they have acquired into wisdom 
that they could apply in developing ethical banking policies and making 
fundamental choices.  
  
Bankers’ observations of the needs of their clients and of society in general can lead 
to inner reflection and understanding of the degree of importance of some 
development questions. Conscious bankers can transform feelings of powerlessness 
into an understanding that something can be done. Transparency of ethical banking 
operations – showing what is financed – is a prerequisite for open dialogue with 
clients and civil society.  This dialogue can lead to a deepening of understanding of 
the phenomena and to inspiration for adequate action to be deployed. When this 



Networking Social Finance 

 20 

perpetual process of observation, reflection, mutual exchange, taking responsibility, 
action and reporting is included in specific organizational forms, ethically working 
bankers will have developed a valuable instrument that is not only serving the 
needs of their clients but will also help to fulfill the needs of society as a whole. This 
description of ethical banking does not refer to charitable action. It starts from the 
observation that altruism, or looking after someone else, is part of economic life 
where division of labor and interdependency of people are a basic principle of 
efficiency. Human needs are an expression of a healthy egoism in an economic 
process dealing with the fulfillment of needs. Altruism in an economic sense is not in 
contradiction with egoism but tends to equilibrate the economic process. 
 
Emergence of ethical banking and finance 
 
Quite early in history gold, reflecting the spiritual world, served artistic, religious 
and economic goals, and was directly linked with the gods and their servants, the 
priests, who organized its flow. Throughout medieval times Christianity set its laws 
on usury, Islam set its rules on interest, and monasteries organized economic life in 
their surroundings, working with investments and charitable actions in a moral and 
religious perspective. In these times humanity was strongly organized around three 
realities: the spiritual world, the world of nature, and local social entities. 
 
Since the beginning of the 15th Century, natural sciences and later enlightenment, 
gradually emancipated people from the world of the gods, nature and their local 
social environment. The relationship between human beings changed with the 
growing predominance of individualism.  
 
This context and background of modern society are fruitful to the emergence of 
modern ethical banking concepts and practices. 
 
a.) Essential characteristics of banking on values 
 
Social, ethical, alternative, sustainable, development and solidarity banking and 
finance are denominations that are currently used to express particular ways of 
working with money, based on non-financial deliberations. A precise and unified 
definition of these types of finance as such is not available and perhaps not possible 
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because of the different traditions from which ethical finance actors have emerged. 
While individual motivations from founders, investors, savers, borrowers, social 
entrepreneurs, managers and co-workers of these institutions vary greatly, there 
are some universal human values, practices and needs that motivate all of them to 
develop positive action. Conscious handling of money is considered to be an 
additional value in itself.  Many of these values are part of internationally recognized 
declarations or principles, such as the United Nations Universal Declaration of 
Human Rights (1948) and the International Labour Organization’s Declaration on 
Fundamental Principles and Rights at Work (1998), that identify basic rights such as: 
 
• Freedom of thought, opinion and expression using reason and conscience are 

leading to financing art and culture, education and research 
• Equal rights at a political and juridical level, the freedom and right of association 

in a democratic society and the right to work are a basis for financing civil 
society projects and for participating in the public debate about the benefits and 
challenges of shared social responsibility 

• A spirit of brotherhood, based on understanding, tolerance and cooperation in 
economic life leads to financing social entrepreneurs especially in the areas of 
high urgency like poverty alleviation, fair trade, environmental production and 
preservation. 
 

To practitioners of ethical banking, raising consciousness and responsibility are 
essential in their missions and ambitions. They make the choice to only finance 
projects and organizations that contribute to a more sustainable society and they 
define absolute criteria about who they will not lend money to, for example non-
sustainable products and/or services and those involving unsustainable working or 
production processes. Their specific products and services reflect these values and 
intentions. 
 
While money is a catch-word of our age, to ethical banking institutions and their 
shareholders, savers, investors and borrowers money and ethical banking practices 
are instruments for human development. These characteristics differ with those of 
mainstream finance, mainly driven by market forces, shareholder value and 
financial return. 
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b.) Socially responsible investment 
 
In the 18th Century, the Quakers in the United Kingdom refrained from investing in 
industries they were morally opposed such as tobacco, alcohol, gambling and the 
slave trade. This was the first negative ethical screening of investments, later to 
become known as Social Responsible Investment (SRI). It continued into the 1920’s 
with the Methodist Church of North America screening out negative activities, or ‘sin 
stocks’ from their investment portfolios. In the 1960’s and 70’s the conviction that 
investment funds could be used to achieve social change give rise to the public 
demand for ethical investment vehicles such as the Pax World Fund13

                                                        
13 Inspired by a civilian wanting to invest in a mutual fund that did not invest in war-related industries, Pax 
World Fund was established in 1971 creating the first broadly diversified, publicly available mutual fund to 
use social as well as financial criteria in its investment decisions: see www.paxworld.com 

. In the 1980’s 
investments supporting the South African apartheid regime were avoided, and 
Friends Provident (UK) was the first financial institution to launch an SRI fund. With 
its help, the Ethical Investment Research Service (EIRIS) was established to provide 
critical research and information on stock-listed companies social, environmental 
and ethical performance. In the United States, Amy Domini developed her ethical 
screening advice services and the first ethical stock market index. 
 
At the beginning of the 1990’s, a first attempt was made in The Netherlands to 
develop a positive ethical screening to be used alongside the original negative ones. 
This positive screening involves a best-in-class method, where company 
performances were compared with those of competitors. This type of screening has 
since further been developed and several ethical screening organizations have been 
established. Standards of screening have been developed and screening services are 
now being widely provided to banks, insurance companies, asset managers, private 
bankers, institutions and high net-worth individuals. Most stock-listed companies 
have had some form of ethical screening of their social and ecological behavior so 
that ethical funds or asset managers can constitute diversified portfolios primarily 
based on combined negative and positive ethical criteria. Some of these funds, such 
as those of the Triodos Bank Group are also actively involved in (proxy) voting at 
shareholder meetings. The ethical investment fund market is developing quickly and 
many mainstream banks are offering such products. 
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Today there are more than 600 ethical investment funds worldwide and their 
number is constantly increasing. However the ethical quality of these products 
differs significantly in terms of quantity and content of positive and negative criteria 
applied. As a quality label the generic denomination ethical fund, indicating that 
some sort of ethical screening has been applied, is not appropriate.  
 
As corporations have a tremendous impact on both people and planet, and as they 
are operating more globally than ever, their corporate responsibility needs to be 
engaged. Its making its way to the boardroom table as well as that of management 
and has begun to become integrated into internal structures. However high-quality 
corporate responsibility is still an exception. Whether responding to customers 
needs, preparing and positioning for the future, or as a result of enlightened 
leadership, this development is likely to grow and so will the number of ethical 
questions and dilemmas. By applying ethical screening to their investments, ethical 
funds, institutional investors, and pension funds are exercising influence on 
management, and gradually corporations are responding with improved 
transparency, reporting and accountability.  
 
In the best circumstances ethical screening and investor pressure is contributing to 
a process of intensified observation, questioning, reflection, measurement, ethically 
amended business principles and consequently adapted decision-making. 
Better reporting, external social and environmental auditing, the elaboration of 
social and environmental guidelines in corporate governance codes, feedback by the 
screening analysts and regulations could lead to a system of permanent upgrading 
of ethical conduct by corporations.  
 
Socially responsible investment is of a totally different nature than ethical banking 
since it relates to the ability to influence company behavior through the provision of 
capital to stock-listed companies. Ethical banking, as described below essentially 
relates to direct financing and loans. 
 
c.) Ethical banking 
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Ethical banking provides direct finance through lending and risk capital to fulfill the 
financial needs of selected entrepreneurs, organizations and businesses. The 
cooperative movement from the beginning of the 20th Century is an example of how 
essential needs can be fulfilled through forms of collaboration and mutuality in 
membership organizations. Modern forms of cooperation beyond focusing on 
membership needs such as the fair trade and microfinance movements, combining 
economic with social values, are a step forward in the understanding and practice of 
brotherhood and solidarity in a global economical context. Both the cooperative 
movement and the new social movements from the 1960’s have developed a 
practice of ethical banking. Cooperative banks and new social banks co-exist, while 
some mainstream banks have become aware of business opportunities in this 
sector. Microfinance institutions focus their effort in parts of the world where there 
is a high need for poverty alleviation. For a better understanding it is useful to 
distinguish these tendencies: 
 
1. Cooperative banks and credit unions  
 
Cooperative banks and credit unions have substantially contributed to the provision 
of finance to their members, which at the beginning of the 20th Century was a social 
task. This changed when commercial and savings banks started offering banking 
services on a broader scale. Many cooperative banks expanded their activities into 
the mainstream and lost their special social mission. Some of them have recently 
rediscovered their roots and are redirecting some of their activities. Driven by a 
need to build a specific brand identity in a financial world where there is much of 
the same, these banks manage to successfully combine usual banking business (the 
bulk of their financial operations) with support to specific areas such as community 
development, the not-for-profit sector and/or environmental development. 
Examples of such banks include Rabobank in The Netherlands (having a major 
green fund), Vancity in Canada (giving low-income and marginalized members 
access to necessary financial services), Cooperative Bank in the United Kingdom 
(taking a stand against the finance of armaments), and Crédit Coopératif in France 
(developing solidarity products).  
 
2.  New social banks or private development banks  
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In the last 40 years, new social banks or private development banks have been 
created and new banks are still being constituted. Impulses for their mission come 
from the recognition of social and human development needs and of a need for 
quality of life including care for the environment. They look to the processes of 
dealing with money, not only at the outcome. They see cooperation not as a mutual 
aid process between members but as a shift of interest towards the needs of other 
human beings in a local or global context. They want to stay true to their values even 
as they grow and change, while growth is not a target on its own and financial 
profitability is seen as a condition for further development. 
  
These impulses are connected to those driving non-governmental organizations 
such as Amnesty International, Greenpeace and Friends of the Earth, and they 
appeal to those citizens or cultural creatives who are convinced that they can play 
an active role in this global and personal development process.  
 
The founders of GLS Bank in Germany, constituted in 1974, were the first to 
concentrate on the qualities of loan money (to potentially stimulate human interest) 
and gift money (the most productive seed capital). They also focused on the capacity 
building force of bringing savers and borrowers, consumers and entrepreneurs 
together for investment, for example in organic agriculture, school education and 
care for handicapped people. GLS sees banking as a continuous and conscious 
process of directing the money flow to where it is needed in societal and human 
development perspective. Individual responsibility and care for the other human 
beings are seen as core drivers of these processes. Community building through 
participation in these processes is stimulated through the creation of borrowing and 
guarantor communities, dedicated savings instruments, and a choice for clients of 
the bank to determine for themselves the height of interest rates on their deposits. 
This ethical approach to banking, has been an inspiration for many of the European 
social banks which have gradually developed over the last few decades. 
Notwithstanding cultural differences, variety in size, accents (social, 
environmental), products and services, and stage of development, all of them have 
ethical and sustainable development elements at the core of their mission, 
ambitions and practices. All of them are making a good case for human and social 
development while offering both generally and specifically designed products and 
services to their respective markets. Whilst a few have failed, most of them have 
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found their way of continuity, with different models of functioning, whilst being in 
conformity with general banking regulations.  
An overview of those successful institutions that have a banking statute are: 
• ShoreBank, (1973), USA 
• GLS Bank, (1974), Germany 
• Triodos Bank, (1980), The Netherlands with branches in Belgium, United 

Kingdom, Spain and Germany 
• Freie Gemeinschaftsbank in der Schweiz, (1984), Switzerland  
• Merkur Bank, (1985), Denmark  
• Wainwright Bank and Trust Cy, (1987), USA  
• Alternative Bank Schweiz, (1990), Switzerland  
• Cultura Sparebank, (1997), Norway 
• Ekobanken, (1998), Sweden 
• Banca Popolare Etica, (1998), Italy  
• Charity Bank, (2002), United Kingdom. 
 
Some social banks have been constituted by trade unions and have developed based 
on social and ethical criteria:  
 
• ASN Bank (1960), The Netherlands 
• Caisse d´Economie solidaire Desjardins (1971), Canada 
• Unity Trust Bank (1984), United Kingdom. 
 
Other social banks are focusing on some specific market segments: 
 
• Health and social economy – Bank für Sozialwirtschaft, created in 1923 on behalf 

of the UN High Commissioner for Refugees and originally serving as the central 
administration for UN funding in Germany 

• Environment – Umweltbank (1995) in Germany, and the New Resource Bank 
(2006) in the USA 

 
These banks are quite different as to the volume of their operations – balance sheet 
totals vary from EUR 30 million to several billions, and their financing capacity from 
EUR 50,000 to EUR 25 million per project. All together they are currently financing 
tens of thousands of projects with added social value mobilizing the savings of more 
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than one million people and institutions. Being still relatively small, these banking 
on values institutions, have substantial growth rates, are professionalizing and 
consider themselves to be catalysts for social change. With these banks also 
succeeding in applying outstanding internal organization and staffing practices, and 
in developing specific methodologies to properly deal with the ethical aspects of this 
type, they have a potential for further qualitative development. 
  
3. Microfinance banks 
 
Microfinance is a methodology of banking for the unbankables (people without 
access to finance), contributing to poverty alleviation through micro lending for 
income generating activities of the poor themselves. Although this methodology is 
not new nor comparable to the movement that was launched in Germany by 
Friedrich Wilhelm Raiffeisen at the end of the 19th Century (and later developed by 
credit unions), microfinance in its present form received a tremendous boost from 
the Grameen approach in Bangladesh, designed by the 2006 Nobel Price winner 
Professor Muhammad Yunus. 
 
In 2007 there are approximately 10,000 microfinance institutions worldwide. Apart 
from their contribution to economic development of millions of poor entrepreneurs, 
their families and their communities, they are often providing basic education and 
methods of community building. Some of these institutions have the potential to 
develop into full social banks and are helped with support structures from the north 
such as Oikocredit, launched in 1975 by the World Council of Churches, the Triodos 
Microfinance Funds (1994 and 2002), ShoreBank and Shorecap International (1988 
and 2003) and many other  institutions. Apart from Grameen Bank some of the most 
advanced microfinance institutions are Brac Bank (Bangladesh and Afghanistan), 
Basix (India), Acleda Bank (Cambodia), Mibanco (Peru), Findesa (Nicaragua), 
Compartamos (Mexico), Equity Bank and K-Rep Bank (Kenya) and Centenary Bank 
(Uganda). 
 
The financing of poor people’s entrepreneurship in the north requires different 
methods compared to traditional banking due to the different social structures and 
the predominance of individualism. Adie (Association pour le droit à l´initiative 
économique) created in 1989 by Maria Nowak in France, is a good example of 
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collaboration between mainstream banks, government and non-governmental 
organizations.  
 
So long as microfinance institutions are able to integrate basic ethical values, going 
beyond the mission of fighting poverty, and are able to connect local savings to local 
borrowing and continue to get the support from northern development money, they 
have potential for high quality development. New challenges however, such as the 
effects of climate change, especially in the south, will require huge investments from 
the world community pointing at the necessity of further social and environmental 
globalization on the planet.   
 
Innovative practices case study: Triodos Bank Group 
 
The paradigm shift of people using banks to take their money out of the anonymity 
of markets and to give it a human sense needs drastically innovative banking 
practices. The Triodos Bank Group is interesting because of its constant 
transformation, growth, diversification and integration while keeping its mission 
and ambitions alive. This is why today it is a reference for the social, ethical and 
sustainable banking industry. 
 
Using money as an instrument for social change can bring a breath of fresh air to the 
banking sector. This is what the founders of Triodos Bank in the 1970’s had in mind. 
After more than 25 years of social banking activities, and with more than EUR 3 
billion assets under management with profits linked to ideals, the Triodos Bank 
Group has widely diversified its activities beyond taking in savings and lending to 
sustainable projects and social entrepreneurs. Apart from traditional payment 
services, the bank’s core activities include lending to sustainable projects and social 
entrepreneurs, taking in savings from committed depositors, special purpose fund 
management, ethical screening services, and sustainable private banking. Some of 
these and the innovative processes of human resource management and internal 
organization are described in more detail below in order to demonstrate how an 
ethical approach to banking can be integrated in business and organizational 
processes. 
 
a. Lending and investment 
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The Triodos Bank, apart from the funds under management, currently lends more 
than EUR 850 million to about 4000 projects, organizations and businesses in four 
key areas and 16 sub-sectors in five European countries. The key areas are nature 
and environment, social business and culture and society and sub-sectors include 
organic food, renewable energy, social entrepreneurship, housing associations, 
education, art and culture. Through investment and lending to approximately 60 
microfinance institutions in 30 countries (Asia, Africa and South-America) and 
financing fair trade and development cooperation, the Triodos Bank Group is 
contributing globally. The Group also manages environmental, social and ethical 
investment funds. 
 
The lending policy integrates both positive criteria (projects that combine added 
cultural, social or environmental value with financial credibility and that clearly 
benefit the wider community) and negative criteria (clearly defined non-sustainable 
products and services, for example, nuclear energy, environmentally hazardous 
substances and the weapons industry plus non-sustainable work processes, such as 
intensive agricultural production, genetic engineering, breach of fundamental labor 
rights). 
 
The following elements of policy and practice concerning lending are innovations 
with ethical considerations and demonstrate the quality of internal ethical and 
social standards: 
 
• the Bank’s loan book is 100% mission based (ethical, social and development 

aspects in the mission) which is high compared to lending by other social banks 
and exceptional compared to mainstream banking practices where lending is 
ethically neutral 

• choices of lending are clearly defined and are only in selected key areas and sub-
sectors. The lending process ensures that each selected project meets absolute 
criteria which measure the potential negative impact of a borrower’s activity on 
people and the environment 

• lending criteria are strict, publicly available and in accordance with the Bank’s 
other activities such as risk capital investments, investment funds under 
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management and other asset management activities. The criteria are regularly 
reviewed and refined as changes in the market and trends develop 

• the degree of transparency on lending activities is very high due to systematic 
publications on the lending activities 

• the bank closely considers the motivations of the people involved in a loan 
application as much as their trustworthiness. 

 
b. Savings, advice and screening criteria 
 
By practicing a high degree of transparency – savers are told what the Bank is 
financing with their money – clients are stimulated to develop their interest and 
participation in positive action deployed by social entrepreneurs and other 
borrowers at the bank. Donations in the cultural and development sphere are 
systematically stimulated and Private Banking clients receive personal advice on the 
ethical aspects of their investments. The screening criteria used by the Triodos Bank 
Group’s ethical funds are among the most strict and severe in the ethical funds 
sector. Ethical screening services and advice are also made available to other banks, 
pension funds and institutional investors. 
  
c. Human resource management 
 
The Triodos Bank pays special attention to the social and ethical motivation of co-
workers throughout recruitment, evaluation procedures, internal training programs 
and debate and exchange sessions. Co-workers are stimulated to take initiatives out 
of their personal conviction and ethical understanding as far as these are in line 
with the Bank’s mission. Co-workers are encouraged to actively participate in the 
decision making process. Therefore information, discussion, reflection, and creative 
inputs at weekly co-workers meetings are a tradition that keeps the attention, also 
on ethical questions, alive. 
 
The salary system employed by Triodos Bank is based on the principle that income 
is generated by the joint efforts of all co-workers. Salaries are set based on a system 
of job evaluation, and on a self-imposed restriction of the difference between the 
lowest and the highest salaries at the bank. 
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d. Internal organization 
 
The main objective of Triodos Bank is of an ethical nature – ‘With the exercising of 
banking business, the company aims to contribute to social renewal, based on the 
principle that every human being should be able to develop in freedom, has equal 
rights and is responsible for the consequences of his economic actions for fellow 
human beings and for the earth’14

 
The voting rights at the Triodos Bank annual general meeting are exercised by the 
Foundation for the Administration of Triodos Bank Shares (SAAT), and are guided 
by the ethical goals of the bank thus preserving its identity. 
 
Triodos Bank’s annual report

.  

15 has been formulated according to the Global 
Reporting Initiative (GRI) guidelines since 2001 when it was the first bank 
worldwide to publish an integrated annual report (social, environmental and 
economic). Since then, more than 50 banks worldwide have used the GRI 
guidelines16

Conclusions  
 
Although private community and development banks, microfinance banks, ethical, 
environmental and social banks and ethical funds differ in terms of focus, accents, 

 for their sustainability reporting. 
 
For reasons of principle, no share option scheme is offered to members of the Board 
of Management, Supervisory Board members or members of SAAT´s Board of 
Trustees. 
 
The Group is structured in an integrated way, both locally and internationally, with 
business units covering specific activities. This helps the Group to consider the 
ethical aspects of the business at each level of business and globally. 
 

                                                        
14 Triodos Bank Articles of Association, Article 2. 
15 Triodos Bank’s website: see www.triodos.com 
16 The Global Reporting Initiative is a multi-stakeholder process and independent institution whose 
mission is to develop and disseminate globally applicable sustainability reporting guidelines: see 
www.globalreporting.org 
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clients, products and business culture, they have in common to practice banking and 
investment with a human development mission. The differences tend to be rather 
complementary qualities that can be fertile in combination with each other. They 
are all delivering an innovative and human value contribution to the value-neutral 
financial system. 
Ethical banking as it has been described above stands in a historical line of 
continuous search for the application of ethical principles in banking and is in line 
with broader trends in the 20th and 21st centuries such as the emergence of civil 
society and the new social class of cultural creatives, growing consumer awareness, 
social justice and environmental movements and the growing recognition of social 
entrepreneurship, to name a few.  
 
Some questions require continuous attention: 
Will this emerging financial business sector be able to achieve the relative scale and 
the professionalism to challenge the dominance of mainstream finance? Will the 
exceptions of the financial industry become the exceptional and a factor in modern 
society? Will a profound way of dealing with ethical choices be overruled by the 
superficiality of business development – also in ethical banking? Can ethical banking 
as a process with an instrumental character avoid becoming institutionalized? Can 
ethical banking be a portal for trust forces, morality and responsibility to feed 
money processes and the financial system with basic values and practices that can 
be a counter power to uncontrollable morbid growth?   
  
Ethics are now more than ever a subject of personal choice, behavior and 
responsibility. At the same time, more and more people are individually looking for 
values to incorporate in daily life. As contemporaries on their way, they are part of 
an ongoing process of search and practice linking up and networking with other 
people, creating new forms of social cohesion. Instruments such as ethical banking 
processes, products and services and money as a subservient tool can be helpful.  
 
 It was not the intention of this paper to provide an in depth analysis and screening 
of ethical banking practices but rather to describe the state of the art of an emerging 
financial sector with the conviction that it could become a significant factor in 
society, not so much in terms of volume but in terms human added value.  
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The Role of Banks in an Economic System 
 
As intermediaries between borrowers and lenders, financial institutions hold a 
unique position in an economic system, and in society in general. This fact becomes 
apparent when governments intervene to rescue banks with taxpayers money 
because their failure would put the economic system, and with that the society, at 
risk.   
 
What characterizes this unique role? Firstly, an information advantage. Banks have 
access to a “broader” and “deeper” set of information than conventional players in 
an economic system. Banks usually work across different sectors and industries 
(broader), and have access to confidential information within specific organizations 
(deeper).  Secondly, banks allocate loans. The criteria for loan allocation are price 
and costs. This can lead to negative externalities in an economic system. One 
example are loans to small and medium-sized companies who –because of their 
innovation potential and the numbers of jobs they provide - are important players in 
economies. But this group of companies faces structural challenges to receive 
sufficient access to loans because banks have a higher profit margin when providing 
larger loans.17

1. Banks hold a unique role in the economic system. 

  
 
So, in summary: 
 

                                                        
17 See for example: Beck, Th. and A. Demirguc-Kun. (2006) Small and medium-size 
enterprises: Access to finance as a growth constraint. In: Journal of Banking & 
Finance, Volume 30, Issue 11, November: 2931-2943. 
 

mailto:kaeufer@mit.edu�
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2. The economic system as a whole depends on banks fulfilling this role. 
3. Loan allocation process follows efficiency criteria of individual banks, not 

necessary of the economy as a whole.  
 
The function of banks in regard to capital acquisition and capital mobilization will 
not be discussed here, but supports the earlier points. 
 
The Financial Crisis of 2008/09 
 
The analysis of the financial crisis of 2008/09 is numerous and ongoing. This 
contribution points at only two of these analyses as these two aspects add important 
perspectives to the ongoing discussion. 
 
The first refers to a study by the McKinsey Global Institute.18 This study finds that in 
2006 $167 trillion in global “liquidity” was seeking investment opportunities in the 
world’s financial markets. To put this figure in perspective: the estimate for the 
aggregated global GDP is $52 trillion. Robert Kimmitt, Deputy Secretary of the U.S. 
Treasury even estimated that this figure was as high as $190 trillion19

The second perspective provides one of many answers to this question and is 
brought into the discussion by Simon Johnson, Professor for Entrepreneurship at 
MIT, and former chief economist for the IMF. Johnson talks about a financial 
oligarchy in the USA, meaning that the US financial and political systems are closely 
linked, and this linkage prevents necessary regulations. Johnson also argues that an 
IMF intervention in such a crisis would have had, as its first step, to split up the 
oligarchy that interlinks politics and finance

. This figure 
points at one cause of the financial crisis. Global liquidity created a high demand for 
investment products. From a systemic perspective, this figure raises these 
questions: Why does the financial system create “toxic” assets in response to this 
demand? And, why does this demand not flow into innovative economic activities?  
 

20

 
 because it limits financial regulation.  

                                                        
18See http://www.mckinsey.com/mgi/reports/pdfs/Mapping_Global/MGI_Mapping_chapter_1.pdf 
19Robert Kimmitt, “Public Footprints in Private Markets: Sovereign Wealth Funds and the World Economy,
”  (January/February 2008).  
20 Johnson, S. and J. Kwak (2010) “13 Bankers: The Wall Street Takeover and the Next Financial 
Meltdown”,  New York, NY: Pantheon Books. 
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These perspectives point at two disfunctionalities that are not the only causes for 
the financial crisis of 2008/09 but two important ones. An accumulated capital is 
seeking investment opportunities, and this high demand is one cause for the 
development of investment tools that don’t serve the real economy but do the 
opposite: create a negative impact on the real economy, conventionally described as 
“toxic assets”. 
 
The second perspective points at the connection between the economic and the 
political system. Johnson argues that existing power structures prevent a regulatory 
reform that ensures that the financial system is serving the real economy and not 
harming it.  
 
What can be learned from these two arguments is that an unregulated banking 
activity does not serve the society as a whole. This points at the need for balancing 
optimized profitability with the general need of the public.  
 
Moving from Capitalism 1.0 to Capitalism 3.0  
 
Barnes argues that just as an operating system on a computer requires a regular 
update, so does the economic system we are operating on.21

Otto Scharmer introduces a reflection on the development of the economic system 
in Western societies and argues that economies evolved in stages.

 His argument points at 
the question of whether a systemic issue underlies the economic crisis that needs to 
be responded to. 
 

22

                                                        
21 Barnes, P. (2006) “Capitalism 3.0. Reclaiming the Commons” San Francisco, Ca: Berrett Koehler. 

 Scharmer 
begins his review with the shift from a feudalistic system to the early beginnings of 
market capitalism in the late 18th and early 19th. In this shift, the coordination 
mechanism of a centralized state power is taken by a decentralized market system 
that allowed individuals to free themselves from feudalistic structures, and to 
become successful actors in the society through ideas and capital.  
 

22 C.OttoScharmer. 
“Seven Acupuncture Points for Shifting Capitalism to Create a Regenerative Ecosystem Economy,” 2009, 
available at http://www.ottoscharmer.com/publications/articles.php.  

http://www.ottoscharmer.com/publications/articles.php�
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What was liberating for some became a system of exploitation for others. With its 
focus on optimizing profitability, social and environmental factors were partly 
ignored. Economic theory describes these unintended negative side effects as 
negative externalities.  
 
In what Scharmer describes as Capitalim 2.0 interest groups get formed. These 
stakeholder groups represent specific issues or negative side effects of the 
capitalistic system. Examples are labor unions, or environmental groups. A 
negotiation process between different stakeholder in the system leads to the 
development of a regulatory framework that reduced negative externalities of the 
market system. Examples are the federal reserve system (regulating currencies and 
money) and legislation around labor standards and environmental standards.  
 
In the following table, Scharmer summarizes the phases of the Western economic 
system: 
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Table 1: Western Economic Evolution, Its Institutions, and Its Sources of Power    
   
 
 
Stages of Economic 
Evolution 

 
 
Challenge  

 
Response: 
Primary 
coordination 
mechanism  

 
 
Dominant 
Sector/Player 
 

 
New 
Primary 
Source  
of Power 
 

 
17th–18th Centuries:  
Pre-capitalist. 
Mercantilist/state-
driven  

 
Stability  

 
Regulation/ 
hierarchy  
 

 
State/government  

 
Sticks 

 
18th–19th Centuries: 
Capitalism 1.0. 
Capital/Shareholder-
driven 

 
Growth  

 
Market/ 
competition  

 
State/government; 
Capital/business  

 
Carrots  
 

19th–20th Centuries:  
Capitalism 2.0. 
Stakeholder interest-
driven 

 
Externalities  

 
Negotiation/ 
dialogue  
 

 
State/government; 
Capital/business; 
Civil society/NGOs  

 
 
Norms 
 
 

21st Century: 
Capitalism 3.0.   
Shared ecosystem-
awareness-driven 

 
Global 
externalities 

 
Collective 
action  from 
shared 
awareness + 
common 
will 

State/government; 
Capital/business; 
Civil 
society/NGOs; 
Cross-sector 
communities of 
creation 

Actions 
that arise 
from 
presencing 
the 
emerging 
whole 

   
 
In Europe, for example, nations moved relatively quickly from capitalism 1.0 to 2.0 
by introducing social security, labor laws, environmental regulation, the federal 
reserve, and banking regulation. In the early 21st century we see Eastern Europe 
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catching up from 1.0 to 2.0, while in Western Europe the UK and some other 
countries partly move back from 2.0 to 1.0 (Thatcher-Reagan revolution).  
 
The limitations of “capitalism 2.0” are twofold: 
 
(1) The regulatory system does not work or only works in limited form when 
applied to the global challenges of the 21st century, and 
 
(2) future generations are structurally underrepresented (or not represented at all) 
in a political process that is driven primarily by special interest groups.   
 
Scharmer argues that the urgency and the global nature of the challenges in the 
current 21st century require a further upgrade of the economic system. That is, from 
a system that is driven by special interest groups to a system that has the capacity to 
innovate on the scale of the whole.  Scharmer calls this new economic coordination 
mechanism “seeing and acting from the whole eco-system.” It requires the players to 
evolve from an initial ego-system awareness to an eco-system awareness that 
includes the health and well-being of the whole.   
 
Banking 3.0: Banking as a Vehicle for Change 
 
The role of banks in the economic system changes accordingly.  Banking 1.0 is 
characterized by a focus on profitability. The blind spots in this system are the 
negative unintended consequences that are ignored. Banking 2.0 responds to 
regulations and the discussion around the negative externalities of banking 1.0.  The 
current public debate about a regulation of the banking system in the wake of the 
financial crisis of 2009/09 is a discussion between capitalism 1.0 and 2.0.  
 
What is missing in this discussion is a different perspective, one that not only looks 
at the negative externalities of the banking system but at the potential of the role of 
banks for addressing the challenges of our time. 
 
In their role as intermediators as pointed out in the introduction, banks hold a 
unique role. The banking crisis illustrated the negative implications that result from 
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a failure to fulfill this role. But this argument can be reversed. Banks also have the 
potential to become important players when addressing the challenges of our time. 
 
Today’s challenges differ from challenges in the past because of their urgency and 
global nature. Any form of regulation is backwards-oriented, meaning that 
regulations that limit negative externalities in an economy are introduced after the 
fact.  
 
The argument underlying capitalism 3.0 is that in order to address the challenges of 
our time, it is necessary to channel entrepreneurial energy towards these 
challenges. The problems our societies are confronted with are so enormous that 
after-the-fact regulations are not sufficient to address them. But in order to channel 
entrepreneurial energy and activity towards these challenges, banks are needed 
that are capable of identifying lead innovators in the field that work to address these 
challenges. 
 
Social banks hold the potential for fulfilling this role in an economic system. How do 
they do this? 
 
Multi-dimensional or social banks combine profitability with qualitative objectives. 
These objectives connect to their interpretation of the challenges with which 
societies, as a whole, struggle. Examples are numerous.  After the Chernobyl disaster 
in 1986, both GLS Bank and Triodos Bank developed innovative ways to fund wind 
energy. At that point, in the early 1990s, no conventional bank would consider 
developing a financial product focused on wind energy. Both banks saw the societal 
challenge, and responded with a product innovation. Today, wind funds and other 
green energy funds can be found in most conventional banks. 
 
The Potential of Socially Responsible Banks 
 
The role of banks in an economic system as with that in a society is unique. The 
financial crisis has shown the potential negative impact of banks on societies. Social 
banks show the potential of banks for addressing the most pressing and urgent 
challenges of our time.  
 



Networking Social Finance 

 40 

As a consequence of the crisis, more and more conventional banks add social or 
environmental objectives to their communication with the public which raises the 
question of where to draw the line between these different types of banking.  
 
This research would like to suggest five levels of value-based or socially responsible 
banking. These levels differ depending on how deeply value-based practices are 
anchored in the organization: 
 
Level 1: Unfocused corporate activities 
 
At this level, banks sponsor green events and undertake public relations activities 
that are not related to the core business of the company (“greenwashing”).  Most 
mainstream banks engage in some of these activities today, and refer to them in 
their public relations communications.  
 
Level 2: Isolated business projects or business practices.  
 
Banks develop isolated products and activities that they add to their conventional 
banking portfolio. These account for only a small percentage of total business 
activities, and are enacted in isolated areas of the bank, not as part of the core 
business. Examples here are “green products” added to a conventional portfolio. 
 
Level 3: Systemic business practices.  
 
At this level, social and green principles and practices underlie most of the bank’s 
products and processes. The focus on positive social and green impact is a core 
dimension of every business activity. The organization is designed to support this 
impact on four levels: people/place, processes, principles, and purpose.  
 
Level 4: Strategic eco-system innovation 
 
Social, environmental, and financial sustainability does not end at the boundaries of 
the individual transaction. The success of socially responsible and green 
transformation requires participation from the larger system in which a bank and 
its clients operate. Strategic eco-system innovation broadens the focus of the bank’s 
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activities from its own direct client interaction to include the larger system or eco-
system. Examples of this engagement are networks, alliances, and public 
conversations that broaden the movement of conscious investors and regulatory 
changes that redefine the banking industry.  
 
Level 5: Intentional (purpose-driven) eco-system innovation.  
 
The difference between strategic (level 4) and intentional (level 5) eco-system 
innovation is that level 4 is driven by a strategic response to external challenges, 
while level 5 is driven by the primacy of purpose (social and green impact).  At level 
5, a socially responsible and green bank is a “hybrid” company whose purpose is not 
“avoiding a negative scenario” but addressing the core challenges of our time by 
innovating at the level of the whole eco-system. 
 
To move successfully toward eco-system awareness, socially responsible and green 
banks have developed business practices and capacities that allow them to innovate 
along societal challenges and shifts.  
 
Banking 1.0 and 2.0 are based on profitability. The underlying assumption is that 
banks fulfill their role as intermediaries between lenders and borrowers by 
operating with profitability objectives.  
 
Social Banks shows that banks have the potential to address societal challenges by 
putting profitability in service of these challenges. This has implications for how a 
bank operates, and case studies23

The ongoing discussion on how to best regulate, and with that on how to limit the 
negative impact of the financial system on societies as a whole is important and 
urgent. But this will not be enough to address the challenges we are confronted 

 point at different levels of how this form of 
banking can be translated into business practices and organizational capacities. In 
its most effective form, socially responsible and green banking implies the capacity 
to move beyond self-interest to benefit society as a whole. Banking at that level 
requires the ability to perceive problems and challenges from the perspective of the 
whole socio-ecological system.  
 

                                                        
23 Kaeufer, K. (2010) Banking as if Society Mattered. Unpublished Research Report. Cambridge, MA. 
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with. Social Banks provide an example for the potential of financial institutions to 
help working towards overcoming the global and urgent problems that define our 
societies today.
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Building a Global Movement: The Global Alliance for Banking on 
Values – An international network of the world’s leading 

sustainable banks 

James Niven, GABV and Triodos Bank 
james.niven@triodos.nl 

www.gabv.org 
 
In the Spring of 2009, during one of the most profound financial crises in recent 
history, eleven of the world’s leading sustainable banks came together to create a 
new alliance. The banks, which have combined assets of over $14 billion and serve 
over seven million customers in 20 countries, convened for the first time at a special 
meeting in the Netherlands to build a positive alternative to a global financial 
system struggling to cope with the economic downturn. The Global Alliance for 
Banking on Values (GABV) is an independent network of banks using finance to 
deliver sustainable development for unserved people, communities and the 
environment. It was founded to expand sustainable banking globally, to create a 
movement from banks that can play a crucial role in dealing with some of our 
greatest challenges. 
 
The new network was launched by Her Royal Highness Princess Máxima of The 
Netherlands, a former banker and former member of the United Nations Group on 
Inclusive Financial Sectors, and Achim Steiner, Executive Director of the United 
Nations Environment Programme. The member banks range from BRAC Bank - part 
of the BRAC Group, the world’s largest microfinance institution - to ShoreBank, a 
community bank based in Chicago, and Triodos Bank, Europe’s leading sustainable 
bank. The network is unique in bringing regulated financial institutions together 
that combine poverty and environmental issues. They are sizable institutions, 
serving large numbers of people across the globe, and share a values-driven agenda 
that governs everything they do.  
 
 

mailto:james.niven@triodos.nl�
http://www.gabv.org/�
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Role-models 
 
Unlike their enormous mainstream banking contemporaries, many of these financial 
institutions have grown rapidly during the crisis. While none of them are immune 
from the economic downturn, their long-term success is grounded in business 
models which share a strong commitment to simple, core banking services that 
balance people, planet and profit. They are directly linked to the real economy, 
financing entrepreneurs delivering genuine solutions to poverty and environmental 
issues. And they have avoided investing in the complex financial instruments that 
have become synonymous with the financial crisis.  Its members recognise that we 
are all increasingly dependent on each other economically, wherever we live in the 
world. And if we are to tackle global problems, we will need international action to 
do it.  
 
Part of the GABV’s strength lies in the individuals actively involved in it. Its 
members are senior bankers, seven of whom are founders of the institutions 
themselves. They lead efforts to promote responsible finance - supporting existing 
regulated sustainable banks, helping to develop new ones, and assisting banks in 
transition from more conventional models.  
 
An Alliance of Whom? 
 
The members of the GABV are innovative banking institutions whose primary focus 
is on: 

• Delivering social finance products and basic financial services while 
• Financing community based development initiatives and social 

entrepreneurs thereby 
• Fostering sustainable and environmentally sound enterprises and fulfilling 

human development potential including poverty alleviation while 
• And generating a triple bottom line for People, Planet and Profit. 

 
Each of the members is different. But they share values which are embedded in their 
organizations. All use money as a tool to enhance quality of life through human, 
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social, cultural and environmental development. They are responsible for the long 
term impact of their efforts on our interdependent environment and communities. 
Importantly, they also share transparency, trust, clarity, and inclusiveness in 
delivering their products and services. 
 
 
A Focus on Action 
 
The GABV works together to deliver joint ventures to drive sustainable social and 
environmental change; provide thought leadership and advocacy for social 
innovation in the financial sector, and combine and share strengths, capabilities and 
resources to improve each of its competitive positions. 
 
Importantly it does not just want to talk about change, it is working together to 
deliver it. In September of 2009 the GABV announced an ambitious commitment to 
support the expansion of $2 billion in lending to underserved communities and 
green projects around the world. The announcement was made at the Clinton Global 
Initiative in New York. Over three years, the network promised to assist its 
members and other sustainable finance institutions to secure $250 million in 
additional capital; capital that will lead to $2 billion in new lending. At a time when 
the global financial system continues to struggle to lend, the GABV’s members have 
already raised a considerable proportion of the target.    
 
A major commitment for the future 
Since then the GABV has met for a second time. Hosted by BRAC, its members met in 
Dhaka in Bangladesh to move from the intention of its early days to action now that 
the network is on a firmer footing. At the close of a three day conference the 
network announced a commitment to take values-based banking mainstream, 
pledging to touch the lives of one billion people by 2020. It expects the growth to 
come from expanding the network's membership significantly, supporting banks 
looking to adopt genuinely values-driven models, and the creation of new 
sustainable banks.  
 
The members of the GABV spent three days near Dhaka working together to grow 
sustainable banking and its impact globally, focus on joint capital raising efforts, and 
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build an infrastructure to support the development of a new generation of 
sustainable bankers to use it. As well as an active programme promoting the 
network’s members, the GABV plans to promote and demonstrate the impact of 
business models which focus on solutions to the world's most urgent social and 
environmental problems. It intends to lead the debate on the banking models which 
it believes could inspire profound changes in the mainstream financial industry.  
These goals are ambitious. But the GABV has already developed a cohesive network 
built on the strength of members who combine a professional approach to banking, 
proven business models and a values-driven agenda. They are not unaffected by the 
financial crisis, but most have grown and enjoyed increasing recognition during it. 
Together they offer hope of a very different financial future. 
Visit www.gabv.org for more.  
 
The members of the GABV are: 
Alternative Bank ABS, Switzerland   www.abs.ch 
Banca Popolare Etica, Italy    www.bancaetica.com  
Banex, Banco del Exito, Nicaragua   www.banex.com 
BRAC Bank, Bangladesh    www.bracbank.com  
GLS Bank, Germany     www.gls.de  
Merkur Bank, Denmark    www.merkur.dk 
Mibanco, Banco de la Microempresa, Peru  www.mibanco.com.pe 
New Resource Bank, United States   www.newresourcebank.com 
ShoreBank Corporation, United States  www.shorebankcorp.com 
Triodos Bank, The Netherlands   www.triodos.com 
XacBank, Mongolia     www.xacbank.com 
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On Networking: Asset and Challenge for a Small Mission-focused 
Bank 

Lars Pehrson, Merkur Cooperative Bank 
lp@merkur.dk 

www.merkur.dk 
 
Networking and networks are one of the most important assets and challenges for 
the management of a societal-oriented bank. Our mission is focused on making a 
positive impact, and a positive contribution to society, step by step. To achieve this, 
we depend on partners and clients but also on a wide variety of players in society. 
The size of our bank limits our resources and our access to people, knowledge and 
processes so being a part of a larger network is extraordinarily important. 
  
As the CEO of Merkur Bank in Denmark, I spend a good deal of my time on 
networking and network activities. We are a member of a number of national and 
international networks and our goal is to participate in as many networking events 
as possible while balancing managerial commitments and obligations. 
 
In Denmark we belong to the Local Banks Association. This network provides us i.a. 
with access to information on changes in legislation. In this network, we also 
organize joint initiatives among banks to address technical questions and 
developments. This network is a good example of the value of a cooperation despite 
the fact that our profiles and missions differ within this network.  
 
We are also member of a number of networks organized by clients including the 
Independent Schools Federation, Organic Farmers Association and many others. 
These networks help us to follow development within a certain industry and also to 
widen our client base. Our clients appreciate that we aim to better understand their 
work, recent development in their field, and their initiatives and projects. These 
networks focuses on a sector or industry. Our participation not only allows us to 
connect to clients but also to grow our internal capacities in this field.  
 

mailto:lp@merkur.dk�
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Internationally we are members of several networks: INAISE, Global Alliance for 
Banking on Values (GABV) and FEBEA to mention some important ones.  
 
Again, especially as a small bank it is of great importance to stay connected to 
colleagues and partners in the broader field, and also to identify potential future 
partners.  
 
Participating and cooperating in networks is characterized by the fact that an 
immediate benefit is not clearly defined. You don’t know what will come out of it. I 
spend time in conferences and workshops, talking to people, trying to understand 
their work and experiences but I am not driven by a concrete business project or 
client need. Sometimes I pick up an excellent idea which has an immediate value for 
Merkur Bank–or we are fortunate to bring a similar inspiration to a colleague from 
another social bank.  
 
But the core value of our participation in networks and cooperations is to meet 
people with whom we can learn together! As a result of 20 years of international 
networking I personally got to meet a lot of practitioners in the social finance field, 
most of them in Europe but also a growing number overseas. As a result, a sudden 
cooperation opportunity appears which would not have been possible without this 
personal network and the trust we have built up between each other.  
 
Here are some examples of concrete cooperation with other social finance 
institutions, which derived directly out of the mutual knowledge built up through 
networking: 
 

• Merkur sells Triodos Investment Funds. Merkur would have never been to do 
this without a close partnership through the networks.  

• For over ten years, Merkur and Cultura Bank (Norway) work with a common 
clients magazine.  

• GLS Bank (Germany) and Merkur Bank finance together larger projects in 
Denmark.  

• With SIDI (France) we cooperate on financing solar home systems in Africa.  
• Merkur supports INTEGRA (Slovakia) in financing the fair trade import of 

coffee from Africa to Eastern Europe. 
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• SEFEA (Italy), Credit Cooperatif (France) and Triodos (the Netherlands), 
among others, are investing in the capital of Merkur Bank.  

 
As an active network participant, it is important not to focus on short term and 
immediate objectives. Don’t expect a concrete result from a first conference or 
networking meeting. Networking is a long-term investment that requires a focus on, 
“What is my contribution, and what can I bring to the table?”  
 
In challenging times as today, we as social banks need to focus on costs and to 
prioritize our work. This urgency might create a pull away from networking 
activities to save money and time. But looking back, my personal conclusion is 
always the same: Pulling out of networks is shortsighted and might be expensive in 
the long run. For instance, where would my future successor meet the people in the 
field I have learned so much from and have had so much fun with? Without the 
networks, she or he will be quite alone in the world of a small social bank! Networks 
are not only a way to learn and to expand our knowledge, but they secure our future 
learning and development.  
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From financial crisis to sustainability – is that possible? 24

Lars Pehrson, Merkur Cooperative Bank 

 

lp@merkur.dk 
www.merkur.dk 

 
The financial and now also economic crisis has been a dominant issue in 2008 and 
2009 – and still is. Governments and parliaments all over the world have granted aid 
packages to banks and to the economy in general of a volume exceeding anything 
that has formerly been granted for any single purpose, even military budgets. And 
the aid have come at a speed showing the seriousness with which politicians and 
economists have considered the financial crisis – they quite simply feared national 
and global collapses in the financial systems.  
 
A corresponding efficiency would be appropriate in relation to other great 
challenges of humankind – not least the climate – but that is a different story!  
On the other hand, things have been moving at a considerably slower pace with 
respect to defining new framework for the banks' activities. This was a much 
discussed topic in the autumn of 2008, but as time has passed and the banks and the 
politicians have been busy getting back to ”business as usual”, a clear lack of interest 
in making too many changes seems to have occurred. Thereby, we are at risk of 
wasting an opportunity to structure the financial industry to become more relevant 
to society. 
 
In the general press and the public opinion, the financial crisis has two primary 
reasons: A large number of Americans who had been equipped with home loans 
they could not pay for (the so-called subprime loans), and greedy bank executives 
who in their chase after great bonuses threw their banks into speculation and 
carelessness. Both of course have played their part, and it is easy to find spectacular 
examples.  
 
                                                        
24 This article is originally written for the Danish think tank CEVEA and is part of their publication “I 
orkanens øje” (“In the Cyclones Eye”) from 2010.  
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But the problems go far deeper than that and have been coming for several years. In 
this article, we will take a look at some of the reasons as well as at which 
experiences from alternative business models for banking activities may benefit the 
general banking system.  
 
Market fundamentalism and shareholder value 
 
From the beginning of the 1980s, neo liberalism has gained grounds and with it a 
belief in the market being the superior regulator of more or less any activity in 
society. The failed experiments in the Soviet states with comprehensive government 
regulation lead us to the opposite corners where generally any government 
regulation was considered disruptive obstacles to the market’s own ability to find 
balance and solve problems. Accordingly, the politicians – headed by Reagan and 
Thatcher – started deregulating the economy, including not least conditions of the 
financial enterprises. This has continued until the financial crises truly broke out.   
Concurrently with the advance of neo liberalism in the macroeconomic mindset, a 
new paradigm spread in the business economy which was named ”shareholder 
value”, and which in a short period of time came to entirely dominate the mindset of 
the benchmark business schools and the boardrooms. The mindset is that the most 
important and perhaps even sole purpose of an enterprise is to create maximum 
value for its owners (shareholders). All other purposes are subordinate to this. In 
order to practice shareholder value, the enterprises and their managements 
emphasised two main elements: 
 

• Optimising the operation of the enterprise so as to provide the highest possible 
profit in the shortest possible period of time. This leads to increased pressure 
on the enterprise’s other stakeholders who must surrender a larger share for 
the shareholders. It primarily concerns employees and subcontractors but 
also the surrounding society (e.g. the environment). That the other 
stakeholders were under pressure was no real news, but now it had been 
justified in the very basic paradigm, which lead to it being performed in a far 
more aggressive manner, for instance, with massive offshoring of production 
to countries with less expensive labour and weak environmental law. 

• Creation of positive expectations of the enterprise’s future. Because positive 
expectations of an enterprise will make its share price increase, and a heavily 
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increasing share price is exactly what the shareholders are interested in as it 
gives far higher profit than the old-fashioned profit the enterprise is able to 
earn year by year. Creation and maintenance of positive expectations require 
continuous strategic moves, such as acquisition of other enterprises, 
divestment of parts of the enterprise, improvements of efficiency and 
dismissals, advertising of new products which may only be on the drawing 
board, etc.  

 
With increasing share prices, the possibility for earning high profits on e.g. sale of 
the enterprise arises. Also Management will profit by way of warrant schemes by 
which you so to speak let the market pay exceptional salaries to the executives who 
thereby gain an interest in creating even higher expectations.  
 
The deregulation and shareholder value turned out to be a poisonous cocktail, 
because gradually the interest in the enterprises’ missions or tasks and their 
handling of them eroded and instead the interest gathered on earning a profit for 
the shareholders – in the short term, that is. The ultimate consequence is seen in the 
most extreme part of the private equity fund market where enterprises were 
acquired (often with their own money via ingenious borrowing arrangements) 
solely for the purpose of gaining access to their money and cash flows and without 
any higher interest in the enterprise’s products or services.  
 
Are banks merely businesses? 
 
As shareholder value and market fundamentalism became dominant in the mindset, 
statements such as ”a bank is a business like any other business” and ”banks are in 
this world to make a profit” became more and more frequent. We will return to 
whether this is actually the case – anyway, the banks participated eagerly in the race 
for the shareholders’ attention. The banks grew larger and larger via mergers and 
acquisitions, they expanded beyond their original area (whether this was local, 
national or for a specific purpose), financial supermarkets became possible by virtue 
of the deregulation, and focus became to do as much business as possible and 
thereby earn the highest possible profit with the capital available. Old virtues such 
as extra solvency were considered waste of the shareholders’ values – if, for 
instance, a bank had twice as much solvency (capital in relation to its risks) as 
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necessary according to law, it meant that it is did not utilise its potential for 
operating a business to the extent possible. There was room for much more 
business with the same capital!     
   
That the banks have a mission in society became subordinate. The banks mediate 
people’s and the enterprises’ savings to the ones who wish to initiate new activity 
and who therefore need loans and credit. It is the banks’ task to perform this 
function and thereby also to select the borrowers with the necessary abilities to 
carry out such activities – and consequently sort out the non-suitable ones. Many 
financial institutions were founded for the primary object of solving this task – and 
not primarily to earn a profit. This, for instance, applies to the many local savings 
and cooperative banks – and also a number of share based banks – which were 
actually founded to strengthen the development in the local area. The people asked 
themselves the question: Why send money to the bank in the big city – they do not 
send the money back to our village? We benefit more from handling our own 
savings by founding our own savings bank! The purpose of the savings bank is to 
strengthen the development of the local area. This is what ”it was born to do”, this is 
its mission. This is not in conflict with the fact that it of course has to be managed in 
a reasonable business manner – otherwise it will not be able to exist. But it is not its 
mission to be a business. All over Europe and in North America, savings bank 
movements arose from the mid-19th century and onwards. Today, many savings 
banks have forgotten their origination and now believe that they are businesses 
which are to expand far and wide, and many of them have been converted into 
limited liability companies. However, there are still savings banks that stick with 
their original objective of primarily functioning to the benefit of the local area.  
 
The growth of modern socially oriented banks  
 
As of the 1980s, a new type of banks began to appear in Europe, and subsequently 
also other places in the world: Banks which are not primarily local as the savings 
banks but to a higher extent are concerned with visions about sustainable 
development: They want via their lending and investment activities to move the 
society in the direction of increased sustainability and long-range planning in the 
environmental area, room for and a dignified existence for marginalised groups in 
society as well as diversity and freedom within culture, education and research. 
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These new banks for instance finance organic farming and foods production, 
sustainable production in general, renewable energy, eco-building construction and 
social communities, institutions and housing communities for the mentally 
handicapped and other marginalised groups, independent schools, theatres and 
music scenes and much more. A ground pillar in these banks’ activities is 
transparency: The depositors have to be able to see what their money help realising 
and initiating. This is opposite to the classic bank mindset: That it is nobody's 
business who the bank lends money to as long as it is legal.     
 
In the developing countries, with the inspiration of not least Muhammad Yunus and 
his Grameen Bank in Bangladesh, a big micro financing movement has arisen during 
the 1990s by which specialised institutes work with loans for the poor in order to 
give them the opportunity to create a living as craftsmen, merchants, service 
providers, etc. The micro financing institutes also consider their social mission as 
being superior: To fight poverty. That they are also to be operated in a profitable 
manner to be able to survive in the long term goes without saying.  
 
The sustainable banks have seen heavy growth with strongly increasing numbers of 
customers, and their business model has shown to be robust in relation to the 
ongoing financial crisis. We will be taking a deeper look into this in the following 
section.  
 
Relation-based or transaction-based business models 
 
The sustainable banks are based on a business model which can be characterised as 
being relation-based. This also applied to many other banks before the shareholder 
value concept truly gained grounds – and still does for a number of local savings 
banks. First and foremost this means that you have focus on solving the bank’s 
mission - to promote sustainable development through lending – and therefore 
enters into long-term relationships with customers, owners and cooperative 
partners. The bank is to help the customers solve their missions. For instance, it 
could be to process and sell organic milk. If the right abilities and market 
opportunities are present, it is possible to find factual solutions so that this takes 
effect in a balanced manner in terms of risk and price. In other words, the missions 
and tasks are out there in the real world: Actual production which is actually in 
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demand, and which concurrently contributes to solving environmental problems 
(because it is organic production). Accordingly, it has a good chance of being valid in 
the long term. Concurrently, such financing of organic dairy production is in 
accordance with what the banks’ depositors are interested in. Accordingly, they 
remain loyal. This also applies to the banks’ owners which to a wide extent are 
coincident with the customers. They have purchased shares in the bank to enter into 
a long-term relationship because they are interested in the bank’s mission. They 
want long-term and stable return at a fair level – typically at the level of 5-7% p.a. – 
and are not concerned with whether extraordinary profits can be made on sale of 
the bank. Because the sustainable banks are not for sale!  
 
In opposition to this is a transaction-based business model which has become more 
and more dominant in large as well as in small and medium-sized banks. Here, they 
are concerned with carrying through transactions for which profits can be made 
here and now. If the number of transactions can be doubled, the gross earnings can 
also be doubled, and accordingly, there is still a pressure from Management – a 
pressure which is integrated in the very business model – in order to continuously 
carry through as many transactions as possible. Transactions may be anything from 
a foreign exchange or share transaction, over trade in properties to trade in entire 
enterprises as at the private equity funds. Transactions generally do not create 
anything new, but move around things that already exist. A series of transactions 
with the same property from one property developer to the next is an example of 
transactions which have shown to be fatal to a number of banks. But also the chase 
after new financial products to generate new transactions is part of the image. A 
number of sophisticated products which combined and resold, for instance, 
different parts of a loan portfolio or products that gambled on future events, for 
instance, price increases or declines of certain assets. They were products which did 
not create anything new in society, but which on the contrary – it would turn out – 
involved considerable risks to the macro economy as only few people understood 
the degree and nature of the risks involved.  
 
Distinguishing between relations and transactions of course is not black and white. 
Certain transactions are reasonable and necessary – a property must at some point 
in time be passed on to a new owner, and even the most transaction-eager banks are 
also part of long-term relationships with some of their customers. The decisive 
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factor is where the focus is: Are we able to strengthen the relations even further and 
be even better at solving the customers’ long-term missions? Or are we more 
concerned with finding new ways of increasing the number of transactions? Or as 
the banks say today: ”How can we sell more to our customers?”, and thereby further 
blur the difference between banks and other enterprises.  
 
The creation of bubbles 
 
Let’s for a while go back to macroeconomics. The financial crisis is closely connected 
to the creation of bubbles in the economy. There has been a residential bubble with 
increasing prices of real property over large parts of the world, but also a share 
bubble with significantly increasing prices of shares.  
 
Bubbles have their own psychology. In the beginning and far along in the process, 
they are convenient for politicians and popular in great parts of the population. 
Increasing property prices give the owners a sense of wealth. They are able to take 
out loans against their home equity and buy new consumer goods. This creates 
occupation and the state also profits. When, for instance, Danes buy new cars with 
borrowed funds, the money flows into the Treasury by reason of the taxes imposed 
on cars in Denmark. A very beneficial situation for a government to take an election 
in.  
 
For instance, we could take a look at the Danish residential bubble which has slowly 
and steadily been encouraged by a number of initiatives of which some may 
separately seem innocent and perhaps even in some situations reasonable. 
Concurrently, it is also a good example of the deregulation and its consequences.  
 
In Denmark we have a mortgage credit system (which by the way in the beginning 
and far into the last century was owned by the users, i.e., the borrowers), which by 
many is emphasised for its transparency and simplicity. Traditionally, houses were 
financed with 20 or 30 year loans at fixed rate for the full term. You knew your rent 
and could not be surprised in this area.  
 

• First came the floating-rate loans. Instead of a fixed interest rate for 30 years, 
you could now have an interest rate which was only fixed for 1-5 years. This 
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”short rate”, as it is called, is typically lower than the ”long” 30 year rate but 
then fluctuates more. It was a possibility of taking out cheaper loans but in a 
more insecure manner. The ability to pay interest on more debt was already 
at this point calculated into the prices of houses. They rose.  

• Then came the instalment-free loans where you would only have to pay 
interest and no instalments for a period. This also had a rub-off effect on the 
house prices even though everyone swore that this was not the intention.  

• The interest rates were generally low during the years 2000. Low interest 
rates make the land and real property prices increase because the owners 
and buyers are able to pay interest on more debt with the same money.  

• And then finally the government declared a so-called ”taxation stop” – and 
taxes related to real property therefore were not allowed to increase. In 
combination with the strongly increasing property prices, this taxation stop 
really fuelled the fire. 

 
In two election campaigns, almost all parties swore that they would never dream of 
increasing the house taxes. No-one dared to tell the voters that such step would be 
reasonable as it would dampen the increases in home prices, prevent a coming price 
drop and enable lower tax on labour.       
 
In the USA, this residential bubble went even more crazy as loans with ”introduction 
rates” were allowed which would subsequently be increased, loans for which the 
interest rate was added to the principal amount and was not to be paid in cash until 
later, etc. The loans were even ”repacked” for different financial instruments which 
were resold and where the risk accordingly did not rest with the original lender. In 
Denmark as well as in the USA, this is a good example of the politicians' co-
responsibility for the crisis. These very politicians should not forget this, now that 
they have acted as the responsible persons who, ashamed of the self-inflicted affairs 
in the banks, came to the rescue of a distressed financial system. 
 
Greed as an ideal 
 
As mentioned introductorily, it is popular to yell at greedy bank executives. And 
there sure are examples – not least the American top management salaries had 
come entirely out of proportion, and miscellaneous bonus systems motivated bosses 
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as well as common employees to sell even more to the customers, irrespective of 
whether they needed the ”products” or not. If the financial crisis leads to a clash 
with this culture, it is more than welcome. 
 
But let's not forget here either that the executives who are today mocked for their 
incompetence and greed only shortly before the crisis broke out were praised by 
shareholders for their visionary management and were cheered in the media and in 
public.  
 
Greed was highly appealed to. Any newspaper with self-respect regularly published 
“money editions”, which repeatedly stated how we should go for the highest interest 
rate, find the highest yield and save as much money as possible in taxes without 
regard to which activity was behind it.  
 
The politicians were concerned with how to develop a ”share culture” among 
common citizens – or in other words make everyone speculators. When the British 
bank Northern Rock opened a branch in Denmark and with the tasteful slogan ”fat 
interest rates” offered a higher deposit interest rate than usual, this was welcomed 
by official consumer bodies because now there was ”increased competition for the 
benefit of the consumers” – only very few asked the question why the bank needed 
to go to a foreign country and offer high interest rates to raise funds. The answer 
came a few months later with the pictures of long lines in front of Northern Rock’s 
British branches. 
 
This was repeated with the Icelandic banks’ opening of deposit branches in many 
European countries: Place your money in Icelandic banks – they pay the best 
interest, was the advice over and over again. The Icelandic state was not able to 
cover such depositors’ losses itself, and they were instead to be covered by 
customers in other banks or by tax-payers in the countries in which the Icelandic 
banks operated. Most recently, the Icelandic state’s agreement to repay the large 
amounts abroad over a number of year has led to comprehensive public protests. An 
interesting discussion in itself – when it all goes well, the banks are completely 
global, and the capital flows freely around the world. But when the bill comes, they 
all suddenly become 100% national again.   
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So a certain general reflexion is very appropriate – the executives should not have it 
all, neither in terms of salaries nor indignation! 
 
How do we move on? 
 
The state interventions clearly show that speeches about ”the banks being business 
like everyone else” and ”the banks that are not profitable must go down” do not 
match reality. Society cannot live with ordinary depositors losing money, and 
therefore the banks are saved or at least closed down without losses to the 
depositors. Only shareholders and depositors of subordinate loans are allowed to 
lose their money.  
 
That this is the case is actually logical. The banks’ activities rest upon a contract with 
society which is founded by law: They have exclusivity on receiving deposits from 
the public. No-one else is allowed to do that. The banks solve a social task by 
offering the citizens and enterprises a secure placement of their money and also 
channel such capital into relatively secure lending activities which are to contribute 
to creating new activity in society. The very medium with which the banks work – 
the money itself – is also created by society through the issue of money by the 
central banks. The intention of the issue of money is to ease the marketability of 
goods and services as well as to ease the investments in new production and 
infrastructure. The intention was never to make money a speculation medium – that 
you were to be able to earn money on money.  
 
Therefore, the banks must be secure. All talk about ordinary citizens before making 
their decision about which bank to choose are to credit-rate banks and compare 
solvency adequacy and other technical details which also do not rest upon objective 
and comparable criteria is an expression of the naive at best. Even very skilled 
financial debaters have suggested ”smiley” faces for banks. Imagine what would 
happen if the press announces that now X-bank has had a sad smiley from the 
Financial Supervisory Authority. You might as well close down the bank right away. 
 
All banks must be secure. It's as simple as that. Then let them compete on price, 
advisory level, attitude and lending profile or other areas – but the security is not to 
be subject to competition. This is to be safeguarded by law. The best thing would 
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probably be if the need for such security for all deposits was recognised in an 
informal consensus, so that the citizens feel safe knowing that if it should happen on 
a rare occasion that a bank closes down, the depositors will not pay the cost.   
 
Experience from the European sustainable banks 
 
When the smoke settles from miscellaneous bank packages, we must move on with 
the discussion about the overall framework for the future financial system. In many 
circles – not least politicians – there are traces of an atmosphere of getting back to 
the good old happy days as soon as possible, so that house prices can increase again, 
so that the wheels start spinning again, so that shares can once again go sky-high, so 
that we can forget the dull financial crisis. It won't be that easy.  
 
If we wish to avoid going directly towards new bubble and break-down, we basically 
need a new mindset with respect to the enterprises’, the banks’ and the state’s roles. 
One could rightfully ask whether we are not already creating a new share bubble, 
inflated by the ample and cheap liquidity which the central banks of the world have 
equipped the largest banks with?  
 
The state will be more powerful as regulator and as the body setting the framework 
without taking special interests into consideration. The enterprises and the banks 
will have to give more thought to their actual missions and tasks and less to short-
term gains and increases in share prices. And the special role of the banks in society 
should again be recognised so that we avoid the dangerous situations that arise 
when banks are considered ”businesses like everyone else”. Finally the overall focus 
should be long-term sustainability.  
 
The sustainable banks focusing on environmental and social visions have quite 
some inspiration to offer when the framework is to be set. The primary reason is 
their relation-based approach with emphasis on financing of actual projects for 
which there is an actual need. These sustainable banks have not been hit directly by 
the crisis, but have, on the contrary, seen progress and growth in customer intake 
during the financial crisis.  
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Eight European sustainable banks gathered in an INAISE workgroup at a meeting in 
Frankfurt in the autumn 2008 worded the below seven elements which should be 
part of a reform of the financial system 
 
1. Reduce financial speculation 
Financial service providers will in future have to focus increasingly on the needs in 
the real economy instead of on speculation and transactions in financial instruments 
which do not provide a social value. The success criterion is a clear reduction of 
financial instruments and speculation which do not contribute to promoting actual 
investment initiatives. 
 
2. Prevent residential bubbles 
A part of the basis for the present crisis is the enormous house bubbles we have 
seen over most of the world. Accordingly, concurrently with the battle against 
inflation in consumer prices, we also have to attempt to control inflation in the 
prices of assets to secure the stability in terms of monetary policy. This inflation in 
prices of assets has a clear tendency to increase lending activities heavily and make 
the economy dependent upon addition of borrowed funds. Further to this, you have 
to set in towards artificially inflated prices of other types of assets, such as, for 
instance, shares and enterprises as seen, for instance, on sale to private equity 
funds.  
 
3. Close tax havens 
The international society must close offshore finance centres and tax havens. It is 
not acceptable that it is still possible to avoid tax and take advantage of the 
differences in the provisions and regulations of each country. During the financial 
crisis, governments – and thereby the tax-payers – all over the world have had to 
contribute funds to the financial sector, concurrently with the investment need for, 
among others, climate-friendly collective traffic and renewable energy being 
enormous. Therefore, it is important that the tax-basis of the society is not 
undermined.  
 
4. Reduce the size of the financial institutions 
The limitations which national financial authorities create for the size of financial 
institutions in relation to the appropriateness of the national economy are to be 
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taken to the global level. It should not be possible to create financial institutions the 
size of which threaten the system with collapse in times of crisis. The lessons from 
what happened with Iceland and its banks should be taken into consideration and 
the necessary adjustments should be made. 
 
5. Strengthen objectivity  
The rules on credit rating agencies, for instance, the rating-agencies that top-graded 
the subprime loans in the USA, must aim at avoiding conflicts of interest. In the same 
manner as the credit-rated enterprises are subject to regulatory financial 
supervision, the credit agencies should also be made subject to supervision. 
 
6. Increase transparency 
The rules of transparency for financial transactions are to meet the conditions of the 
above statutory requirements. You must prioritise the consumers’ and the people’s 
long-term interests before the shareholders’ short-term profit in a targeted manner. 
However, legislation should not become so comprehensive as to create unnecessary 
burdens on the market players. Unfortunately, this has been the case for formerly 
adopted legislation, not least the so-called Basel II rules which – from a citizen’s 
point of view – has not procured any real improvements. 
 
7. Less is more 
The shape of financial products should be simple with respect to how they work and 
with respect to their accompanying contract provisions. Transparency is the key to 
beating the present crisis and first and foremost to avoiding future crises. 
 
Concurrently with any such, especially regulatory, efforts, there is a great need for 
running serious educational and informative campaigns with financial themes and 
subjects. Campaigns based on actual transparency in the actual activities in the 
enterprises may promote the people’s awareness of how the investment, return and 
spending of money affect society as a whole.  
 
Until now, the development of a so-called “share culture” which actually aims at 
making everyone a speculator has been praised. Instead, there is a need to view the 
individual citizen’s and enterprise’s dealings with money and capital in a far more 
nuanced and long-term manner.  
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The above are ideas of how to implement sustainable thinking all over the financial 
sector. It is basically about operating bank business with focus on actual social 
needs and not isolated financial transactions such as, for instance, speculative trade 
in properties, securities and companies which do not add value to society. The crisis 
has underlined the importance of sustainable administration and has accordingly 
made many citizens to raise the question of what the deposits in their bank accounts 
are actually used for. 
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Common Tools, Common Goals, Concrete Solutions 

Karol Sachs, FEBEA 
karol.sachs@credit-cooperatif.coop 

www.febea.org 
 
INAISE had already celebrated its 10th anniversary when FEBEA was created. Why 
another new network when INAISE was already working and more networks such 
as EMN (the European Microfinance Network), the MFC (Microfinance Center) along 
with the most recent one, the Global Alliance were being created?  
 
Members who expressed initial interest in joining FEBEA (an acronym with 
“Alternative” in its title indicating a different approach from traditional European 
banking) included some saving and credit co-operatives such as: Caisse Solidaire du 
Nord Pas de Calais (FR), Credal and Hefboom (BE), an investment company in 
Poland called TISE, and two banks : Banca Etica (IT), created in 1999, and Crédit 
Coopératif, a French co-operative bank involved since 1983 in the support to 
solidarity based finance and a co-founding member and shareholder of the Bank for 
Social and Economic Initiatives, the BISE Bank, a Polish bank created with the Polish 
Ministry of Labour in 1990. 
 
Soon two other members joined: La Nef (FR), a saving and credit co-operative 
associated with Crédit Coopératif and the Bank fur Sozialwirtschaft - BFS (DE), a 
German bank specializing in the social and healthcare sector in Germany.  
 
Creating common tools was one of the foremost reasons for the creation of FEBEA. 
And FEBEA did create concrete solutions to common problems. Among them were 
the mutual guarantee fund named Solidarity Guarantee, run by Crédit Coopératif, 
which covers the loans granted by the FEBEA members,  in France, Italy, Belgium, 
Germany and Poland ; the investment co-operative company SEFEA, the European 
Ethical and Alternative Financing Company, run by Banca Etica in Italy, which 
operates in Italy, France, Belgium, Slovakia, Poland and Norway; « Solidarity 
Choice », a mutual investment fund run by Ecofi Investissement (Crédit Coopératif’s 
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asset management subsidiary), which can invest up to 5% of its assets in FEBEA 
members securities (Bank Für Sozialwirschaft (DE), Etimos Italie (IT) and La Nef 
(FR) were beneficiaries of this financial instrument); and finally CoopEst, an 
investment company registered in Brussels that aims to finance microfinance 
institutions, co-operative banks and mutual insurance companies in the new 
European Union’s members states.  
 
FEBEA members joined their forces to strengthen the equity of Banca Etica (IT), 
Credal (BE), Cultura Bank (NO), Integra (SL), Merkur Bank (DK) and TISE (PL) when 
needed, proceeding by direct unilateral participation or using SEFEA as a collective 
participating instrument. All these interventions reached a total amount of around 
twenty million euros. FEBEA members also share a certain number of co-financing 
for around thirty million euros. 
 
Three projects are now underway: 

• FEFISOL – the European fund for solidarity based financing, which is the 
result of four years of discussions and work within the FEBEA commission 
called « Financing the South and Fair Trade »; 

• The « Active Europe » project gathers more than ten FEBEA members who 
are studying the feasibility of a European Fund for Ethical Microfinance, 
which could be run by SEFEA; 

• And a climate fund, an investment fund dedicated to projects contributing to 
fighting both poverty and climate change in the least developed countries of 
Asia and Africa. Such a fund will enable social projects using carbon finance 
to scale up and thereby promote wide-spread efficient technologies in the 
field of energy efficiency in favour of the poor.   

 
FEBEA, chaired between 2001 and 2007 by Jean-Paul Vigier, founder and Chairman 
of the Board of SIDI (International Company for Development and Investment, 
based in France), was created on the basis of the founding project that forecast the 
creation of a refinancing bank beside Crédit Coopératif for all the ethical finance 
initiatives existing in the European Union. This founding idea was code-named “the 
European Alternative Bank’. 
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Who are our current members? Successive waves of other financial institutions 
joined the first circle of founders. Nowadays FEBEA counts on twenty-four 
members. Nine of them are INAISE members at the same time and six are also EMN 
members. Most of them are co-operatives (thirteen members), limited companies 
(seven) Members also include two foundations, one Charity with a banking license 
and a Spanish savings bank. 
 
This short summary highlights how much FEBEA is concrete, pragmatic and 
heterogeneous in terms of form and localization of its members. But as its tenth 
anniversary dawns, FEBEA sees much more that needs to be done! 
 
Indeed, the name of our federation includes the world « alternative », but what does 
it mean? The authorship is attributed to the Alternative Bank Switzerland (ABS) that 
became a member in 2006. When it was created, 20 years ago, Switzerland was 
being shaken by the scandal of the bank accounts despoliation of the victims of 
World War II, in particular the Shoah ones. The founders of ABS created an 
"alternative" to the traditional Swiss banking system: a bank where the names of the 
borrowers are known and where every customer who wants to make a deposit signs 
an attestation to confirm that he or she complied with the tax office obligations.  
 
In several other fields, the banks of FEBEA created alternatives to the mainstream 
banking system. For instance, Banca Etica finances social co-operatives in Italy 
which manage the lands and other items that the state seized from the Mafia; La NEF 
(FR) and the three Scandinavian banks Merkur Bank, Cultura Bank and Ekobanken, 
are all pioneers in the financing of sustainable development initiatives; Charity Bank 
(UK) and Tise (PL) are the sole institutions on their market to finance not for profit 
organizations; Colonya Caixa Pollença supports the local economy in the Balearic 
Islands, such as FEMU Qui in Corsica, etc. 
 
But we still haven’t invented a real « alternative » model. For one thing, we need a 
credit and loan model that can lend money to those who don’t dispose of 
guarantees, that can fix the interest rate depending on the payment facilities of the 
customer, and that can provide capital to the interesting projects that don’t have 
available resources to start up.  
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Over the past ten years we have seen many interesting experiments. For instance: 
 
1- The sharing of the saving returns. Initiated by the GLS Bank (DE), developed by 
the Crédit Coopératif (FR) for its financial investments in 1983, today, with a few 
exceptions, is the basis of all FEBEA members’ activity.  
2 – Etica Sgr, the asset management company of Banca Etica (IT), shows how to 
affect 1 Euro for each 1,000 euros invested to guarantee the program for micro 
credits managed by Banca Etica. 
3 – The mutual guarantee fund, « Solidarity Guarantee », which covers a mix of 
several sectors and countries and is run by Crédit Coopératif (FR), the joint-
guarantee circles which consist of a group of persons who assure security for one 
borrower, the reduction of the interest rate in function of the environmental 
impacts of the project financed, etc.  
 
But all those experiments will need to be first reinforced and then “industrialised”.  
  
Our ambition for the future is to create, as did Professor Muhammad Yunus with its 
Grameen Bank, a new way of financing in Europe. We have a double objective: job 
creation and the promotion of sustainable development. Both of these goals are 
necessary to insure the social cohesion sustainability, the cornerstone of the 
unification and the development of the European Union. 
 
In order to achieve this ambition, we face two challenges in the coming years: 
  
1. The financial crisis will last and may get worse. Therefore there is a need to 
create financing and mutual assistance mechanisms between members, which 
should enable them to overcome the temporary difficulties and, above all, be 
independent and invulnerable in the face of changes that would appear inevitably in 
the national banking systems.   
 
2. Because ethical finance is indispensable for encouraging citizen initiatives 
contributing to social cohesion and sustainable development in the European Union, 
our second challenge is to contribute to the creation of new ethical financial 
institutions. Moreover, the Basel III regulation is going to accentuate the exclusion of 
the social sector and the SMEs and SMIs sector of the mainstream banking system.  
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In order to take up the first challenge, it is essential to find what draws us together 
and build common tools, beyond the question of belonging to this federation or to 
the other.   Sefea should become the real investment tool of European ethical finance 
in order to provide the 30 to 40 million euros of equity indispensable to reinforce 
the existing members and develop the new ones in the next two years. 
 
In several new countries of the European Union, the number of credit unions, which 
are saving and credit institutions, is increasing. This co-operative system, which is 
close to its customers, can be welcomed by the European family of the social and 
ethical finance.  
 
Banca Etica, La Nef and Fiare worked for three years on a common project to create 
the European Ethical Bank. Such an initiative had never been tried before among the 
ethical banks in Europe. They reinvented the initial project that was at the origin of 
FEBEA. The road ahead is very hard, but full of promise.  
 
At first glance, these future goals seem to be quite ambitious; some might call them 
unrealistic. But, as Adam Mickiewicz, a great Polish poet born in Lithuania at the end 
of the 18th century, said in “Ode to the Youth” (1820): 
 
"Assess your strength by your projects and not your projects by your strength.” 
 
While FEBEA, in 2011, will only be ten years-old, INAISE will be in its twenties. Both 
will have the strength of the youth to meet the true challenge of the ethical finance: 
invent and spread far and wide the new forms of financing and banking services. 
 
Good luck! May the wind be gentle with INAISE for the next twenty coming years! 
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INAISE, 20 years of networking:  Looking back and asking: what’s 
next? 

Viviane Vandemeulebroucke, INAISE 
inaise@inaise.org 
www.inaise.org 

 
INAISE is a global network of socially and environmentally oriented financial 
institutions. What does this mean? Who are the members? Why a network? As we 
explore these questions in more detail, it may be helpful to remember INAISE’s 
principles, values and mission  
 
Principles: 
 

 To make sense with money and accordingly to give value to the respect of the 
person and the environment, while being inspired by the social and solidarity ethic.  

 To believe that access to credit is an essential means to development that which 
many do not have access to. This consideration and sensitivity must be the unifying 
thread of ethical and social finance organizations. 

 Social, cultural and ecological entrepreneurs need finance organizations who 
understand them and who respond adequately to their needs. 

 Social and solidarity finance is not based on the maximization of economic profit 
but on societal return. 

 This kind of finance is often linked to the locality in which it works and therefore 
it is a privileged partner of local development projects to create jobs and improve 
the living conditions in that area. 

 Social finance supports the movement of transforming the dominant economic 
model currently centered on self interest, the over-materialization of life and the 
belief in the absolute effectiveness of the markets. 
  
Finance organizations across cultures and genders comprise the membership of 
INAISE. They invest in undertakings of an ethical, ecological, cultural, collective and 
self-managing nature. They believe in the fair access to finance, sustainable support 

mailto:inaise@inaise.org�
http://www.inaise.org/�


Networking Social Finance 

 70 

of the developing world, and are generally in favor of the social economy.   They 
conduct their own affairs and their approach to money and organize themselves in 
keeping with working practices supportive of the promotion of social investments” 
 
The social finance organizations member of INAISE might be very different in size, 
status, and the activities they develop, but all of them share the same principles and 
values: transparency, trust, justice, excellence, sustainability, cooperation, 
democracy and “locally grounded” (linked to communities and local initiatives). 
 
INAISE was created in November 1989 by seven social finance organizations who 
wanted to share their experiences, learn from each other and work together. The 
launch conference took place in Brussels in April 1990. It gathered thirty-seven 
participants. 
 
The secretariat was established in Brussels in November 1990 and worked without 
staff until the end of 1991. Members were the motor of INAISE, as they contacted 
other potential members, and organized the meetings. 
 
They created the following four committees:  
1) Joint projects (cooperation between members);  
2) Democratic Employee Shared Ownership;  
3) Training and consultancy (to arrange professional assistance to the 
members);  
4) Financial instruments (to identify existing or new financial instruments and 
methods and to promote joint ventures between the members). 
 
Early 1992 a first staff member was hired half time and I replaced him, half time, in 
October 1992.  My third boy, now approaching adulthood, was a year old baby. At 
that time Peter Blom was president of INAISE. I remember a conversation I had with 
him in Paris. We spoke of our families and Peter said he had only one baby: Triodos 
bank. His “baby” now weighs more than 5 billion assets.  
 
As it was difficult to mobilize the members’ time and resources for several 
committee meetings a year, we decided to organize an annual conference for 
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members who could then meet in working groups.  We added workshops in 
Amsterdam’s 1994 conference. 
 
The committees formed three working groups: 1) on harmonizing the methods of 
analyzing credit files 2) on Interest free money 3) on local financial resources. 
 
Birmingham, in 1995 was co-organized with the UK social Investment Forum. The 
members’ working groups were then on:  1) building a bank 2) towards the creation 
of an international guarantee fund and 3) harmonization of methods to analyze 
credit files. 
 
It was followed by Venice in 1996 which was the last year to see the organization of 
specific members’ working groups. 
 
From 1997 on, INAISE conferences have been attended by a greater number of 
delegates and open to non-members organizations. 
 
The European Commission approached INAISE in 1997-98, asking us to lead a 
research on the impact on job creation by social finance organizations. We based the 
subsequent on forty-six case studies representing the large spectrum of “new” 
financial instruments having come up in the late seventies and the eighties 
throughout Europe.  
 
1999-2000 were the years of the Social Banking Challenge 2000. Supported by the 
European Commission, the core objective of this five-person project was to 
accomplish a significant step in the development of social investment in Europe. Our 
objective was to migrate from its first pioneering period to a phase of 
"mainstreaming". With an overall goal of identifying EU practices and barriers to 
growth a greater awareness of social investment and its role in job creation was the 
result. However, the project did not succeed in developing concrete links with 
mainstream banks. 
 
Conferences / roundtable / meetings followed in several countries including the 
first European Forum on Social Investment in Roubaix in 2000. 
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Under the framework of this project, INAISE also published four printed newsletters 
in English and French, fifty case studies by various experts of social finance, also in 
English and French, and in 2000, a collaborative book on alternative ways to 
globalization: Banking and Social Cohesion. Forty-two experts, consultants and 
bankers contributed to this French and English publication. 
 
A website was developed to become the main information tool on social finance, 
enriched with a member’ section in 2007 and a discussion list on internet (social 
banking list). 
 
Between January and September 2001 INAISE contributed to a project launched by 
the New Economics Foundation in the UK. This project was co-financed by the 
European Commission and addressed the issue of "support from regional and 
national authorities" specifically for the new sector of local and micro-finance. 
 
The project identified good practice of government support measures for local and 
micro-finance to create local employment. A resulting case studies and handbook 
illustrate good practices and providing tools for officials and practitioners to assess 
the potential of different measures.  
 
Besides the annual international conference, INAISE got involved in the Social 
forums. The workshop organized by INAISE during the European social forum in 
Florence, Italy, in 2002, focused on ethical finance and micro-credit.  
 
It was followed by the World Social Forum in Porto Alegre in 2003.  
INAISE contributed to different workshops and seminars on ethical and solidarity 
finance. It was the first time that we really addressed the topic of a worldwide 
Solidarity Financial System, idea which emerged during the previous WSF in 2002. 
 
The members approved this new development of INAISE during the AGM of Utrecht 
in May 2003. In order to further the development of this world-wide social finance 
system, INAISE organized several seminars and workshops during the following 
social forums which were good opportunities to meet other social finance 
organizations and networks. 
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During the European Social Forum in Paris, in November 2003, INAISE organized 
workshops under the framework of the “Social and Solidarity Economy village” 
 
In January 2004, our participation to the WSF in Mumbai, India, was an opportunity 
to meet Asian organizations and to reinforce our existing links. 
  
The next year, we were back to Porto Alegre where we collaborated with the “pole 
de l’économie solidaire of Alliance 21” and RIPESS (International network for the 
promotion of social and solidarity economy), and organized a seminar on 
“Networking social finance organizations to reinforce the sector.” This marked the 
beginnings of INAISE Global. 
 
In November 2005, during the 3rd intercontinental meeting on globalization of 
solidarity, Dakar, Senegal, organized by RIPESS, we conducted several seminars and 
workshops on finance. 
 
The international seminar of FOROLAC FR in Quito, September 2006, birthed the 
inter-networks agreement which, later on, opened the door to national or 
continental networks willing to join INAISE. 
 
From a global solidarity finance “system” we definitely passed to INAISE Global – a 
global network with relay network partners joining individual member 
organizations. It took shape in January, 2007 as INAISE worked with MAIN network 
and Sidi to prepare the World Social Forum of Nairobi, Kenya. 
 
In October 2007, INAISE participated in the first Asian Forum for social and 
solidarity economy, in Manila, the Philippines. In addition to a contribution on SRI 
during the plenary session, INAISE conducted a workshop in which several 
members contributed. This forum was a great opportunity to create personal 
contacts with Asian organizations. 
 
In Quebec 2008, with strong support of its Quebec members, INAISE organized the 
first World Social Finance Summit, “Towards the creation of a global network for 
social finance.”  It gave a real impulse to INAISE global. One hundred and fifty 
delegates from forty-two countries attended the conference. The members adopted 
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a charter and created working groups some of which are still very active and have 
seen the concretisation of financial partnership. 
In November 2009, INAISE participated in the 2nd Asian forum in Tokyo. 
Contributing to a plenary session on the Globalisation of Social Finance and a 
workshop on Social Finance/Microfinance & solidarity Economy. 
 
Besides this steady international development, INAISE also reinforced links and 
involvement with other “families” of social and solidarity economy. 
 
INAISE is working with RIPESS since their Quebec meeting in 2001 and Giovanni 
Acquati was the director of the international board until 2009. We were also in 
charge of organizing all the events related to social and solidarity finance during the 
RIPESS intercontinental meeting in Luxembourg 2009. INAISE is also a founding 
member of IRIS, European Inter-network of responsible economy initiatives, 
created in January 2007. 
 
The importance of social and solidarity-based economy is now recognized as an 
important growing sector. Social and solidarity based, sustainable, ethical finance 
follows the same rhythm, and may have been accelerated during and after the 
financial crisis of 2008. We face changes as a network.  
1. The challenge of continuity, value transmission and growth; 
2. The challenge of specialization; 
3. The challenge of globalization. 
 
Some social finance organizations are now thirty years old. New, young staff want to 
integrate their values. Internal training is important, but international and mutual 
learning is a must. It allows staff from all social banks to exchange independently, to 
“touch” the reality of co-workers of other banks, not only their organization. 
 
Up to now, INAISE has been and mainly is the “business” of CEOs creating “their” 
social finance organization and pioneering in networking. How many staff members 
are aware of the existence of “fellow organizations” and how many know that the 
company they are working for is part of a broader international network? I 
happened more than once to speak to staff members of INAISE members 
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organizations who were totally ignorant about INAISE. Why? Lack of time? Not a 
staff business? Certainly not a lack of interest from their side. 
 
INAISE conferences and the ISB summer schools offer chances for people to meet 
and discuss. INAISE conferences are often attended only by the CEOs and while this 
has slightly evolved over the last years, we have a way to go. We need to do more to 
foster good communication within our member organizations, informing co-
workers of the network’s activities.  
 
From 1995, different association/networks were created. For instance the French 
social finance players regrouped in Finansol and created a solidarity-based product 
award 1997. INAISE has been a member of the awarding committee during the first 
10 years. 
 
At the European level, the micro finance sector is structured in two networks: 
• East side with the birth of MFC (Micro Finance Center) in 1997 and  
• West with the creation of EMN (European Microfinance network) in 2003. 
 
In 2001, several members of INAISE, together with other social finance 
organizations set up FEBEA which aims to create common financial tools. 
 
FAST (Finance Alliance for Sustainable Trade) which regroups and connects fair 
trade financiers and SMEs working in this sector, mainly in developing countries 
was launched in 2007. 
 
It is clear that each new network brings new enthusiasm, a strong involvement of 
the members, but member organizations are often the same. How can we avoid the 
dissipation of resources, how can we maintain/create collaborations and synergies? 
 
And finally, we face the challenges of globalization. Since its inception, INAISE was 
dedicated to be international, and among its first members were Van City from 
Canada, Prometheus foundation in New Zealand, Women’s World Banking in the US. 
 
Based in Brussels the number of European members increased rapidly and 
exceeded the number of non-European members. The search for external resources 
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and working on projects for the European Commission rapidly made INAISE more 
focused on Europe. 
 
Nevertheless, through our involvement in the social forums and thanks to the 
international activities of some members, it became obvious that we had to come 
back to our roots and go beyond Europe. Social/ethical/sustainable finance is not 
called the same on all continents but it is through the practices and values that we 
recognize our fellow organizations. 
 
The challenge of INAISE is to become this international platform through which 
players from the North and the South, from East and West will meet, learn to know 
each other and more importantly, work together for a mutual expansion and the 
growth of the sector. Key members could host a person to work partly for the 
organization and partly as an international coordinator linked to other 
correspondents on other continents and facilitate communication. We also need to 
avoid duplicating other network’s efforts. 
 
Do the members want to stay with several networks? Can they afford investing in 
time and money in all of them? Do they want to keep the diversity or do they want 
to regroup according to narrower criteria (status, geography, investment sector…)? 
Can this be done under a same umbrella? 
 
A network such as INAISE has a wide diversity of members and in the future this 
will even increase. If INAISE is a service provider, we must ask the following 
question:  

• How can we fulfill the needs of so diverse members? 
• How can we afford a strong secretariat with enough staff to satisfy the needs 

of the members when financial resources are so scarce? 
 
This diversity will be a strength if INAISE is supported by the members and the 
(decentralized/multiplied) secretariat serves as the facilitator and not the motor.  
 
We have come so far, and if members have the will to communicate, exchange and 
work together, we can overcome the barriers of languages, distance, size and 
sector’s diversity.
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Part II  Social Banking and Social Finance Initiatives 
 

A Different Bank for People Who Want a Different World 

Malcolm Hayday, Charity Bank 
mhayday@charitybank.org 

www.charitybank.org 
 
Although the origins of social investment can be traced back several centuries and 
such activity was relatively common place in the UK in the early 1900s, the 
development of a social finance market as we know it today is much more recent.  
 
In 1974 there were two developing sources of social finance (both early INAISE 
members): Mercury Provident, set up to find ways to connect people’s savings with 
the financing of Waldorf schools and other anthroposophical activities; and ICOF, 
(now, Co-operative and Community Finance) set up to finance worker co-ops. Not 
much else happened apart from some marginal activity amongst credit unions, 
except for the development of Ecology Building Society, another INAISE member 
and Shared Interest, a fair trade finance co-op, and former member of INAISE. The 
aftermath of the collapse of international bank, BCCI, forced all of the small banks to 
rethink their raison d' etre as the Regulator required them to increase capital or 
close. Mercury Provident was absorbed within Triodos Bank, providing the platform 
for the latter’s UK branch. While some of these institutions offered finance to the 
third sector or social economy, it was evident that no single funding source was 
focused wholly on the needs of charities and social enterprises and how these could 
be met by investment not just giving.   
  
It was into this landscape that Charities Aid Foundation (CAF) launched a loans 
brokerage operation in 1993 as the precursor to a pilot fund, Investors in Society 
and, ultimately, Charity Bank. The market had all the characteristics of an emerging 
market where debt was not yet a commonly accepted instrument and cash was 
predominant. There was a market to be developed. Needs were simple and often 
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were just a matter of translating between the expectations of the potential borrower 
and the products of the lender. An overdraft was usually not the answer.  
 
It became clear that there would also be needs that the banks would not fill because 
of perceptions of risk. The failure of Barings and the consequent flight to quality had 
a double impact. It made some banks more cautious about lending while it also 
reduced the funding available to the sector. These failures also began to fuel a sense 
that money was becoming divorced from ‘real’ economic activity and banking, itself, 
more opaque. There was now a need to act as principal not just as broker and to 
offer savers an alternative. In late 1995 CAF backed the development of a loan fund 
which became known as Investors in Society (the CAF social investment fund). 
Interest free loans and grants and donations were attracted from pioneering 
individuals and trusts and lending commenced in 1996. Our first commitment was 
not actually a loan but a guarantee to the European Commission to release an 
advance payment to a UK NGO. Lending was relatively straightforward but based 
substantially on trust: trust in the borrower to perform and to repay. This trust was 
mirrored by our savers and investors who had faith in our ability to manage risk 
and repay deposits at maturity.  
 
The success of Investors in Society began to evidence that there was a market, albeit 
small, capable of development. Research amongst potential supporters indicated 
that people were willing to see their savings being used for social benefit within risk 
parameters that pointed to a bank being the preferred legal vehicle rather than an 
investment fund. Since the establishment of the bank in 2002, our values of honesty, 
transparency, responsibility, innovation, commitment and a focus on people have 
laid the foundations for achieving a positive impact.  
 
Charity Bank was founded on the commitment to be a different kind of bank: a bank, 
whose ultimate mission is to maximize the impact on society and the environment 
whilst respecting cultural values, rather than to maximize profit. Today, we are the 
only regulated bank in the UK that is also a registered general charity. We believe in 
using finance to create a better world. We are not just ‘socially responsible’: we are 
able to invest 100% of our depositors’ money in supporting charities and social 
enterprises that benefit society.  
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We are product simple; rooted in the real economy. We have no synthetic or 
arbitrage products. Put simply, we have share capital on which we can raise 
deposits, tax efficient and otherwise, with which we make loans or provide 
guarantees. Charities and foundations that want to achieve impact in their investing 
are our shareholders. Some also deposit with us alongside a growing number of 
private individuals. Their money enables us to provide affordable loan finance to 
enable organizations to grow and meet urgent social needs. They help the homeless 
and disadvantaged children; they provide vital services to isolated rural 
communities; they campaign for social justice; they develop new sources of energy 
to combat climate change, and they sustain arts and culture throughout 
communities. We have lent more than £111million, touching the lives of at least 
three million people in the UK, and have experienced bad debts of less than 0.5%. 
Our loans are successful because we also give ‘hands on’ business support, helping 
borrowers work out what resources or skills they need to take them to a more 
secure long-term future.  
 
People who bank with us care about what their money is used for because they live 
their lives with the care of the world in mind.  Many reject the values of the 
mainstream banks,  choosing instead to see their money supporting community 
groups. Depositors such as musician, Neil Drinkwater, who likes the way his money 
can be used by communities over and over again say : “It’s much more than just 
giving to a charity”.  
 
A key value of the bank is transparency. On our website and in portfolio listings we 
publish details of every loan we make. Our Annual Review illustrates where we raise 
our money and where it is lent. We have developed an award winning program, 
Different Journeys, through which savers and investors not only meet each other but 
also visit borrowers to see their money working at community level. Many of our 
depositors find in these visits an affirmation of their own values.  
 
Our investors, too, are seeking a new way to use their wealth for the common good, 
rather than being driven by short term profit motives. The LankellyChase 
Foundation is a grant making trust that supports charities working in criminal 
justice, the rehabilitation of offenders and mental health. The trustees wanted to 
ensure that the Foundation’s capital was complementing, not working against, the 
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social benefits being achieved by its grants.  The recent behavior and reward culture 
of large companies and banks also influenced their decision to change their 
investment philosophy.  
 
As a company, a charity and a regulated bank, Charity Bank has an unusual 
governance structure. The Board members are charity trustees and also bank and 
company directors. They are drawn from finance, civil society, the public sector and 
enterprise. They all volunteer their time and are unpaid. The staff team work in a 
collegiate style. The remuneration of the highest paid is linked to the lowest paid 
within a maximum ratio of 9:1 (presently some 6x). Throughout the bank, posts are 
grouped within salary bands with emphasis on equal value for posts of similar 
importance despite seeming disparity of work. We work with charities and social 
enterprises so it is important that every team member has the opportunity to learn 
how they operate and what it is like to volunteer time. Everyone is given five days a 
year volunteer time plus one day of collective action.         
 
Charity Bank is a different bank for people who want a different world. Our work to 
create social change is what distinguishes us from commercial banks. The difference 
we make, our social impact, is at the heart of who we are. By connecting the desire 
of our investors and depositors for a better world with the capability of our 
borrowers to deliver that change, we achieve social impact. One indication of impact 
is the number and value of the loans we make, and the size of our deposits and 
investments. Another is the evidence we gather from our borrowers about how our 
loan has helped them survive or thrive. We are developing a ‘logical framework’ 
analysis of our portfolio. We use people’s savings to help charities and socially 
motivated organizations achieve their mission. It’s what our loan assessors and 
credit team are focused on achieving for the organizations who apply for loan 
finance. 88% of our borrowers say the loan made a ‘major’ or ‘significant’ 
contribution to their achievement of mission.    
 
Enquiries about how to replicate our model come from all over the world as do 
requests from people who want to use their savings more responsibly and from 
organizations seeking a more empathetic lender. We recognize that we need to 
establish the business model at home in the UK – where much remains to be done – 
first. From the outset, Charity Bank saw that it could achieve so much more by 
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working in partnership or in networks with other like minded organizations. Much 
of the 1990s rhetoric about community development and social finance in the UK 
came from the USA but we were aware of a wider European and global market 
developing. Within the UK we are a member of the British Bankers’ Association 
where we can draw lobby strength from the Small Banks Group. We were also a 
founder member of the Community Development Finance Association in which we 
still play a supportive role. However, for peer group understanding, discussion and 
problem sharing and solving we have always looked to INAISE where we can 
exchange views with other, much longer established social banks, as well as begin to 
build alliances with some of the non bank financial intermediaries; the guarantee 
funds, the micro finance funds, community credit organizations, and the like. We are 
also members of FEBEA where we can co-operate directly with other members in 
exploring how we can develop markets such as the burgeoning social care and 
health sectors. More recently, we have also been admitted as a member of the 
Institute for Social Banking, (ISB).  As Charity Bank grows so we need to recruit and 
develop staff who may be used to a more traditional, even credit scoring, knowledge 
of banking but who are open to a values based approach. Already three members of 
our team (10% of the total) have been on the ISB summer school and more will 
follow.  
 
Within the UK we have worked with fellow INAISE members to meet the financing 
needs of joint customers. Our focus on development lending complements their 
strategies. We are exploring international fair trade finance with Merkur Bank. As 
our investors become more interested in impact investing internationally, so we 
may work with SIDI and other fund managers. Collectively we have responded to 
the reconstruction needs of Haiti following the earthquake and the role local INAISE 
member, KNFP, can play. Through our web site, Charity Bank also brought attention 
to the Levantando fund set up by NESsT, with whom we also work, to aid the 
Chilean recovery following the earthquake there.  
 
Such networks and partnerships give us confidence that we are working with 
organizations with common values and in whom we can place the trust that our 
stakeholders place in us.  They enable us to increase our impact, across the UK and 
beyond, to pool our expertise, to learn from other social bankers and, together, 
create ground-breaking new projects.  
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Financing issues—and their solution—lie between a project becoming reality or 
remaining on the drawing board. Because of the commitment and support of our 
depositors, Charity Bank can step in where other funders have withdrawn or where 
a commercial bank refuses to lend—which can mean the difference between life and 
death for an organization. “If Charity Bank hadn’t come forward and allowed us the 
working capital facility, then the (community) shop would not be there”.  
 
Charity Bank is proud to be a socially useful bank and a member of a growing 
international movement demonstrating every day that banking and finance can be 
different and can wear a human face. 
 



Christof Lützel, GLS Bank: Creating Opportunities for Money to “Make Sense” 

 83 

 

Creating Opportunities for Money to “Make Sense” 

Christof Lützel, GLS Bank 
christof.luetzel@gls.de 

www.gls.de 
 

GLS Bank’s roots go back to the 1960s when the lawyer Wilhelm Ernst Barkhoff 
worked with innovative projects in the area of agriculture, education and health. His 
work and initiative set the impulse for the founding process of the GLS Bank. This 
beginning also lays the foundation for the core of GLS Bank’s philosophy: creating 
opportunities for money “to make sense” in our society.  
 
In 1961 the Gemeinnützige Treuhandstelle e.V. (today GLS Treuhand e.V.) aimed to 
support social projects through donations and gift-money, and by 1974 the GLS 
Bank (Cooperative Bank for Lending and Gifting) was established. GLS Bank’s core 
idea is that the money is not an abstract commodity but that the intention and the 
purpose underlying any financial transaction has a concrete impact on the real 
economy. Consequently, positive social change requires an intentional handling of 
money. 
 
GLS Bank started off with a focus on agriculture and education, and after the 
Tschernobyl disaster in 1986 built up financial products in the field of renewable 
energy. This made GLS Bank one of the earliest financial institutions to invest in 
renewable energy. As a result, GLS co-workers today have a strong competitive 
advantage in their understanding and knowledge of the sector in comparison to 
conventional banks. 
 
In 2003, the Oekobank in Frankfurt and Freiburg moved into GLS Bank and 
expanded the GLS branches in Germany. As a result, co-workers from both 
organizations worked out a common document that describe the ideas, ideals and 
foundations of their work together. The result of this process was not only a new 
identity but also a new bank logo, and marked an important further step in GLS 
Bank’s development. 
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In its 36 years of existence, GLS Bank and GLS Treuhand have grown, and become 
the largest sustainable bank in Germany. It finances 7,000 sustainable projects. 
Alongside its head office in Bochum, the bank maintains branches in Hamburg, 
Berlin, Frankfurt, Stuttgart, Munich and Freiburg. Today 48 percent of GLS lending 
activities go to educational and social projects, 30 percent to “green” businesses, 22 
percent as private housing construction loans.  
 
GLS Bank’ s loans are published in full in its publications. This principle of 100% 
transparency is one of the building blocks of GLS Bank’s philosophy which is also 
reflected in ongoing dialogues with customers such as the  “fireside chats” with 10 
to 20 investors to discuss potential lending projects. One tool of communication is 
the publication “Bankspiegel” that publishes all of GLS loans and reflects on issues 
and themes that are important for society today. The current issue, for example, 
discusses the role of economic and financial education in schools, and the impact of 
the financial crisis. 
 
GLS Bank offers all banking services including the current account to its over 75,000 
customers. Most customers interact with their bank via phone. GLS Bank offers a 
complete online service so that customers can access their accounts from anywhere. 
The bank is part of the larger Volksbank- and Raiffaisen-network in Germany. This 
membership allows customers to withdraw cash from a broad network of ATM, and 
also provides them with a 100% deposit security guarantee.  
 
Transparency and strict lending criteria define GLS Bank’s “lending money.” 
Customers have the choice to define the area that her or his money will be invested 
for example in agriculture, education or regenerative energy to name a few.  
 
The GLS Treuhand is focused on “gift money”—that is financial transactions whose 
aim is not a financial one, but rather a social return. From its beginnings, GLS has 
recognized society needs gifts for, for instance, the renewal of education and the 
arts. The GLS Treuhand works with donors who share this understanding. GLS 
Treuhand helps to identify and support areas where gift money has a positive social 
impact such as the seedbank project which works on the development, creation and 
storage of ecological seeds intended to be available to farmers in a time of hybrid 
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seeds and monopolization by a small corporate group of seeds producers. This 
unique project does not create a profit but aims at guaranteeing access to healthy 
seed for our societies in the long-term – to ensure the foundation of our food 
system. 
 
GLS Bank’s goal is to create financial products and services that allow customers to 
responsibly and consciously invest their money. GLS Bank’s current challenge but 
also opportunity is its growth rate. Even before the financial crisis of 2008-09, GLS 
Bank grew in volume and number of customers continuously. With the financial 
crisis came a push that brought GLS Bank and its work into the public awareness as 
a model for a responsible bank that is concerned with the society as a whole. As a 
result additional customers became interested into GLS Bank, customers who are 
not only attracted by the projects that GLS Bank funds but also by the fact that GLS 
Bank was not involved in any toxic investments. 
 
One more recent project is a cooperation with the German government. The 
government commissioned GLS Bank to develop the microfinance business across 
Germany through a 100m euro fund. This project aims at addressing one of the most 
fundamental challenges of our society today, unemployment and poverty. 
 
When asked about GLS Bank’s accomplishments in a February 2010 interview for 
the Global Alliance for Banking on Values, Thomas Jorberg, spokesman of the Board, 
summarizes this way:  “The most important accomplishment in my view is that we 
have managed to grow without compromising on our values. The most important 
impact of our work is to show to our customers that it is possible to do banking in 
an ecologically, socially and economically sustainable way.” 
 
He describes the role of banks as follows: "Wherever people start an initiative, 
money is needed. Consequently, a bank is a communicator but also a catalyst for the 
inquiry into societal questions. When there is an idea or an initiative, money is 
needed, otherwise no project can be realized in society." (for more, see 
http://www.dradio.de/dkultur/sendungen/zeitreisen/1006590) 
 
This dialogue between an idea and its realization is the focus of GLS Bank.  
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GLS Bank has been a member of INAISE since its start. Being part of the network 
allows us to learn and to increase the impact GLS Bank is aiming for. The recent 
financial crisis has shown that there is a need for a public debate on the role of 
banks in the economic system as well as in our societies in general. The members of 
INAISE exemplify that an alternative and conscious handling of money is possible. 
As most member organizations are small, the network allows them to find a voice in 
this public debate. 
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Creating Islands of Integrity 

Allan Bussard, The Integra Co-op 
allan.bussard@integra.sk 

www.integra.sk 
 
  
The vision of the Integra Co-op is to create economic opportunities for a life of 
dignity for the vulnerable. Committed  to economic justice for all, it is our belief that 
the poor and socially excluded are best helped through investments in education, 
economic opportunities and creating access to markets in a way that allows them to 
become economically resilient and sufficient.  
 
Integra was founded in 1995 in Slovakia and has since spread to Romania, Bulgaria, 
Russia and more recently to East Africa. We are a social finance institution by reason 
of our focus on the vulnerable and socially excluded. Integra has both a non-profit 
and for profit section. Though our non-profit company, we provide opportunities for 
the most vulnerable, whether the handicapped in Slovakia, street children from the 
Nairobi slums, or rural laborers and farmers in Ethiopia, Sudan and Kenya. Our for 
profit company follows the same vision, working to create sustainable businesses 
for the economically active and motivated poor.  
 
It is our goal to be able to support thousands of vulnerable and excluded people 
toward economic self-sufficiency. Beyond that, we want to create companies that 
not only provide work for the poor and excluded, but that by their corporate 
practice, ethics and commitments show a different way to do business. We call these 
companies, “Islands of Integrity.” 
 
The products and services we offer fall in the two broad categories of education and 
investment. Through education we can help strengthen human capital, and through 
investment we can help to create opportunities for people to put their talents and 
energy to work.  
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We provide education and training opportunities to a wide range of target groups. 
For instance, in Slovakia, we help the deaf to start their own companies. We assist 
poor and over-indebted families to get control of their finances. Our programs in 
Africa provide education and a safe environment for hundreds of vulnerable and 
victimized at-risk children.  
 
We also invest in a range of businesses that provide jobs for the vulnerable and seek 
to impact their communities through a commitment to integrity in business and 
practical community philanthropy. Through our fair trade company, we give stable 
income and market access to thousands of rural farmers in Kenya and Ethiopia. Our 
eco-tourism company in Kenya is a partnership with 2500 local people. Our clinic in 
rural Ethiopia provides affordable health care for more than 500 families. In rural 
Sudan, where the infrastructure is almost non-existent, we have built a bakery. And 
our flour mill in the Ukraine provides competition that drives down the cost of flour 
for local people. The Oil-Partner business in Slovakia provides high quality and 
rapid service for cars while giving jobs to recovering drug addicts.  
 
We have launched 70 such companies and our investments typically run for five 
years or longer. We provide both equity and debt finance to companies that are 
committed to the vision of providing opportunities to the vulnerable, yet in a way 
that is competitive, professional and profitable. We need to admit that not all these 
investments have been successful. Some have lost money. But some continue to 
flourish after ten or fifteen years.  
 
Integra is a member of both INAISE and FEBEA. Although smaller than most other 
members, we derive both know-how, inspiration and support from other members. 
In the challenging economic environment of Central and Eastern Europe, it is 
important for us to be able to have contact with social finance institutions who have 
faced and overcome similar challenges to ours.  
 
For example, in order to create an asset base for Integra, we received a mortgage 
from SEFEA to purchase our own office building in Bratislava. This would have 
never been possible from the local banks. Through renting out part of the property 
to other companies and NGOs we are able to pay the mortgage and at the same time 
build toward our future financial stability.  
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Another example is the partnership with Merkur Banken, Denmark. Integra’s “Ten 
Senses” Fair Trade company has brought the first directly sourced fair trade coffee 
into the Central and Eastern European market. The development of our “Samay” 
Ethiopian single origin fair trade coffee brand would have never been possible 
without Merkur’s support.  
 
We want to wish INAISE all the best for it’s 20th anniversary. We are thankful for the 
important role INAISE has played in building the social finance sector in Europe and 
beyond. Hundreds of thousands of lives have been touched for the better.  
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Promoting Transformation and Sustainability: Merkur’s Aim 

Kirsten Arup, Merkur Cooperative Bank 
arup@merkur.dk 
www.merkur.dk 

 
From its very humble beginnings as a savings and lending cooperation in 1982, the 
main aim of Merkur Cooperative Bank has been promoting sustainability. We have 
three main fields of activity: The environmental/ecological field where we finance 
organic and biodynamic farming and production, renewable energy, eco-building, 
other eco-friendly production etc. The social field where we finance various 
communities, institutions  and housing for handicapped people and marginalized 
groups, social activities of various kind etc. The educational/cultural field where we 
finance free schools, kindergartens, theatres, music and much more. The three fields 
are fixed, but the list of loan purposes is by no means exhaustive, because new 
initiatives and ideas turn up, and because the fields often overlap.  For instance, the 
free school uses eco-building techniques for the new classroom, the farms engage in 
social work, the institution for the handicapped runs an organic bakery, etc. The 
overlap between the fields is actually increasing and we experience an ever-growing 
interest in taking into consideration more sustainability issues than just one.  
 
To be able to grant loans and credits, it is of course necessary to have deposits. Most 
of Merkur’s deposits come from private clients and NGOs who place all or most of 
their money with us. They do so, because they can see where the money goes. 
 
Transparency has always been another key word for Merkur. Now, transparency 
may mean just the fact that you get to know about the loans and credits Merkur 
grants. But there is more to it than that. The depositor (and the public as a whole) 
gets to know about the loans. He or she will then have the possibility of taking a 
deeper interest in the lenders. If she knows that her money helps finance organic 
farmers, she will follow more closely the present difficulties (or success stories) for 
the farmers or watch more closely how her local supermarket markets their 
produce. She will have an interest in the client at the other side added on to the rate 
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of interest that Merkur may offer on her deposit. But transparency works both ways. 
The lender will also know that the money for her or his loan comes from depositors 
who have made the active choice to let their money finance, for example, organic 
farming. This is often a somewhat underestimated issue, but I am quite convinced 
that this is part of the reason that Merkur has very loyal borrowers, who do their 
utmost to cooperate with the bank in times of trouble, and thus help reduce losses.  
       
Deposits and lending and all the daily handling of money that goes with it is the 
practical part of our banking business and one which is fairly easy to understand 
and to communicate. However there is another, equally important, part of our 
business: We aim to heighten the general insight into the way money works in 
society, and how each individual may influence society by his or her actions and 
ideas. We are in the business of transformation. This may sound somewhat 
pompous or highbrow, but it is actually pretty straightforward.  
 
Every time a new client enters Merkur, it is our responsibility as co-workers to 
receive the client with courtesy and professionalism, and it is also our task to open 
the conversation so that any potential for positive transformation may come to light. 
Every meeting between individuals holds the promise of transformation.  Merkur’s 
idea of transformation is to spread the word that every individual holds a potential 
for change, and the more insight people have, the more informed choices are 
possible.  
 
On a very basic level, Merkur offers insight into the nature of money. The simple 
version is that every krone, euro or pound you deposit in a bank serves as a base for 
loans and credits which will form tomorrow’s society. When a bank decides to grant 
a loan, it sets in motion activities which will influence the future, maybe one year, 
maybe ten, maybe even thousands of years if a nuclear power station is financed! So 
banks have a lot of influence on the future, although they are of course only handlers 
of money. They can choose between projects, but they cannot set projects in motion, 
if there are not people to manage them in the first place. 
 
When we make banking transparent and tell the public which loans we grant and 
what priorities we have, the public has the choice of accepting our priorities or not; 
of placing their deposits with Merkur or not. We hope that eventually other banks 
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will do the same. As it is now, the public may choose between the very few banks 
who publish their lending policies and all the others where it’s anyone’s guess 
where the money goes. 
   
But there is more to the meeting with the client than this. Every conversation is also 
a potential for transformation in other respects. When we meet new clients, they 
come with ideas that we may not have heard before, or they come with questions, 
needs or experiences that may bring us new insights, new ideas or new challenges 
which will develop the bank – and hopefully society - further. Lars Pehrson, our 
CEO, has just described the necessity of building up networks and maintaining them, 
but every client is a mini network whose contribution is important, and who may 
bring impulses from Merkur to other people that we are not in contact with. 
 
It is one thing to know that we have this task, but quite another to remember it in 
the busy daily work. It always takes an open, alert mind to keep oneself open to the 
potential of the other person, and it takes time to stay well informed and in tune 
with what is happening in many different fields in society so that we may always 
catch the potential of the moment.  How do we help Merkur co-workers rise to that 
challenge? How do we train and maintain that particular skill and how do we make 
Merkur a workplace where that spirit reigns? 
 
One of the ways we do this in Merkur is that we have a tradition of setting aside one 
hour a week for a common study of a subject, often a subject of our own choosing.  
 
We have four branches placed in different cities with five to thirty co-workers. All 
staff take part, because we think it is important to maintain the general level of 
alertness, mental curiosity and insight in many fields. And this is true not only for 
the staff in direct contact with clients, but for the whole staff. The variety of subjects 
is very wide, but some main areas are: 
 
• Visits from clients who tell us about their field of work – Examples: A 
homoeopath explains the methods of her profession; an oboist tells us how an oboe 
works and demonstrates it; an NGO tells us about their work, a theatre director tells 
us how they develop new playwright talents, a Waldorf teacher tells us about 
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Waldorf teaching principles or give us a geometry lesson, a professor in economics 
tell us about the euro etc.  
• One of our own staff tells about some particular interest or field of study, or 
about particular work that we have done in the bank, and which is important to 
share. Examples: One colleague has told about blues music, another the biography of 
a very influential priest and poet in Denmark. A co-worker told about her journey to 
Africa to visit clients, our CEO gave us his interpretation of the financial crisis, a 
person tells us the difference between organic and biodynamic farming etc. 
• Sometimes we have topics which are more directly linked to our work, like a 
recent visit by an energy consultant, whose organization offers energy checks on 
housing, and with which Merkur has just set up a cooperation. Some are more 
philosophical topics, such as those linked to the anthroposophical impulses behind 
the bank; but we also take in other interesting topics. We had one memorable 
morning once where a priest told us about death and the dying and we talked about 
it for a long time afterwards.  We have had people tell us about the four 
temperaments (very useful!) and a client told us about how they dealt with decision 
–making processes, power and hierarchy in a community project. 
• The hour set aside for studies every week is something which may well be seen 
as waste of time by some. As I see it, we gain a lot:  
It is something which makes me proud of being part of Merkur. It is a privilege to 
work in a company which takes out time to broaden the minds and souls of all co-
workers, whether secretaries or credit officers. It is a way of demonstrating that all 
co-workers have an important contribution to make. We should also remember that 
even though some of the co-workers do not have direct contact with clients, they 
will be asked by their friends or aunts what their bank is doing, and the better they 
are at answering, the better for the bank! 
 
The clients whom we ask to tell us about their trade are very willing to do so, and 
have a very positive attitude towards Merkur because we show interest in their 
work. We cannot measure the value of the studies, but we find again and again that 
we can use what we learned. 
 
Merkur is a bank with one mission: that of working towards sustainability at all 
levels in society. But we have two ways of working towards sustainability. One is the 
practical day-to-day banking business of taking deposits and giving loans and 
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credits. This is no small task. The other is the mental or even spiritual side of it: 
Working towards increased insight, towards positive transformation in our minds 
and souls. Developing our skills for innovative thinking, for seeing the potential in 
the persons we meet. It is also a daily challenge. But it may be the most important 
part of our work if we want to stay at the forefront of a truly transformative 
financing business. 
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La Nef: A Banking Organization Involved in Ethical Finance 

Aurélie Descours, Romain Donnedieu, Nadine Thiery, Cécile Verjus 
c.verjus@lanef.com 

www.lanef.com 
 

“NEF” in French is an acronym for New Fraternal Economy. This name represents a 
proposal to reverse today's economic laws, which strongly encourage a convergent 
egoism. Its objective is to help facilitate a change in the economic system. 
 
We have been carrying out and developing our activities for more than 20 years. We 
are controlled and approved by the French Central Bank and are a member of 
FEBEA and INAISE, and operate with a number of other European and international 
actors in social and ethical finance. 
 
As a banking organisation involved in ethical finance, our purpose is to build a direct 
link between savers and borrowers who carry out sustainable projects meeting 
social and ecological requirements. As a cooperative, la Nef collects savings from its 
co-operators through current accounts and deposit accounts; it grants loans to 
professionals and non-governmental organisations in the social, environmental and 
cultural sectors.  
 
La Nef welcomes all citizens (individuals or institutions) requiring an ethical use of 
money and are willing to promote the development of an economy that respectful to 
humanity and the environment. Its purpose is to build a direct link between savers 
and borrowers who carry out sustainable projects meeting social and ecological 
requirements. As a cooperative, la Nef collects savings from its co-operators through 
current accounts and deposit accounts; it grants loans to professionals and non-
governmental organisations in the social, environmental and cultural sectors.  
 
La Nef makes a commitment to be an ethical organisation, providing loans to 
professionals whose activities prioritise social, ecological and cultural benefits over 
profit. It puts forward initiatives which enable the development of local economy.  
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In order to create a direct link between savers and borrowers, la Nef publishes 
every year in its annual report the details of all projects to which a loan has been 
granted: it is a commitment of transparency. As a result, savers can “see” how their 
money is used; it also facilitates direct contacts between co-operators.  
 
To provide respect and care for humanity and nature is the primary engagement of 
la Nef. It provides a bridge of solidarity between those who have money available at 
one time and those who need money at the same time to carry out their activity. It 
also represents solidarity towards future generations through the development of 
ecological and sustainable activities.  
 
Thirty years ago, some tens of persons founded a financial system to aid the creation 
of new and alternative initiatives which at that time were considered to be 
nonconformist, and which were not appreciated in the traditional banking system. 
Examples of these initiatives include organic farming, the whole organic channels, 
community projects, social and cultural associations and institutions, as well as the 
first renewable energy experiments. Those with savings would collectively lend 
their money to those who had a project, establishing mutual aid and co-
responsibility between the two. 
 
Some hundreds of people joined la Nef ten years later and it continued with a new 
banking status, still true to the original impulse, favoring mutual aid and complete 
transparency in money circulation inside the cooperative bank. 
 
Today, la Nef has nearly 30,000 co-operators and the project is still the same. The 
enterprises helped by la Nef have become more important. Some of them have even 
been contacted by other banks, but la Nef continues to make up a financial 
community in charge of an economic development which allows people to live 
peacefully on a safeguarded planet. The institution is still pleased to accept new 
projects such as social and environmental ones: eco-homes, fair-trade, group 
housing, renewable energy. 
 
La Nef is engaged today in a European project, merging with an Italian ethical bank 
and with its Spanish correspondent in order to create together the "BANCA ETICA 
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EUROPA". Those three partners have compared and gathered together their cultural 
bases in a common manifesto. The outline of this project is well illustrated by this 
extract from the manifesto:  “our aim is to manage a non-violent social 
transformation in order to improve our human situation and to protect and renew 
common goods all over the world (both for Northern and Southern countries); in such 
a world people will be able to satisfy their own fundamental needs and fully develop 
their own capacities.” Some 100,000 co-operators will share the same values of 
solidarity and ethics thanks to this project.  
 
The first mission of la Nef is to provide tools for savers who want their savings to 
have a value that is not merely financial: with middle or long term deposits, they not 
only ensure their money is well used (the loans are exclusively oriented towards 
ethical projects) but they also have the opportunity to choose in which field they 
want their savings to be used by la Nef; some of them go a step further and choose a 
lower rate for their deposit, or choose to donate a part of the interest rate to a non-
profit organisation, such as the FNAB (French organisation for organic agriculture), 
or Survival International (an organisation that defends the rights of tribal people).  
 
The responsibility of citizens in changing the financial system doesn’t remain only in 
savers’ hands: those who have professional or personal projects choose to get in 
touch with la Nef for middle and long term loans to finance both their creation and 
their development, as long as their project respects the values of la Nef (projects 
have to be environmentally and humanly respectful). 
 
The aim is to create a social link between all of its members: shareholders, 
employees and partners, in the construction of a financial tool respectful of humans 
and our environment. 
 
First of all, la Nef has a particular legal status: it is a financial cooperative following a 
basic democratic principle: one member=one vote. La Nef tries to encourage 
participation of its members in meetings, Local and General Assemblies, so that they 
may express their opinions, and consequently make this a successful democracy. 
 
A cooperative is also a concrete reality on a local level. One of the keystones of the 
European ethical bank project is based on the participation of our members, 



Networking Social Finance 

 98 

through the creation of local groups composed of both savers and borrowers. Their 
role will be to represent the institution locally, to create links between members, to 
organise events with local partners who share the same values, and to make la Nef a 
key financial institution for local actors involved in sustainable development, in 
environmental preservation, or concerned by social issues. 
 
Furthermore, la Nef is committed to the concept of transparency in the flow of 
money: a list of every single project that has been supported is published annually; 
la Nef also organises meetings between borrowers and savers. Thus, a member of 
the cooperative living in Lille (northern France) may be informed that la Nef 
financed Alter Mundi Lille, a fair trade shop; Mathieu Lancry, an organic farmer, will 
meet savers who live next to him and who may become his clients; an organic shop 
which needs a new supplier will contact an organic farmer he will have discovered 
through la Nef.  
 
As mentioned earlier, one of the key aims of la Nef is to create links and to be “a 
bridge between men”; therefore, acting as a network is simply natural… and 
necessary. The networking activities have existed, since the creation of la Nef, at 
local, regional, national, European and intercontinental levels.  
 
La Nef is a network itself: it allows people from very different spheres to group 
together, having at least “la Nef” in common. In France it is probably the only 
structure of its type that has so many different members. In this network, people 
meet through their values; sometimes, they meet in a shop, while visiting a project 
la Nef has financed; and sometimes, they decide to work together.  
 
Choosing to then create or join existing networks has always been necessary for the 
development of la Nef: to learn, to progress, to get inspiration for its actions, to gain 
notoriety and credibility from a public inundated with the classical banks’ mass 
communication; la Nef has enjoyed a steady development. However, without 
reciprocity this development cannot be a source of pride for la Nef; this is the reason 
why la Nef has always looked to contribute to the development of the structures 
with which it cooperates.  
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“Together, we are stronger”: la Nef has always tried to answer to some of the needs 
of a society which wants to transform itself in ethical ways; and has had to create 
new answers, new tools; la Nef would never be able to do so by itself.   
 
Several initiatives have been launched thanks to this will of people or institutions to 
work together.  
 
Co-operators of la Nef create an investors’ club to support social projects, or a group 
to discuss money creation. 
 
Employees of la Nef join farmers and consumers as they meet in order to answer 
their mutual needs by becoming members of an AMAP, a nonprofit organisation 
which allows farmers to produce while ensuring their production will be bought; 
this AMAP meets every Thursday at la Nef.  
 
A beer maker has surplus cereals, but needs bread to make the sandwiches he offers 
at his brewery: he finds a farmer who has been supported by la Nef who has extra 
bread but needs food for his cattle. 
 
Joining international networks such as INAISE or FEBEA allows la Nef to meet other 
structures and people who share similar values and practises, and to widen its 
vision of social economy. 
 
Many structures are willing to join la Nef to create partnerships on savings 
products: by distributing la Nef’s brochures, they give la Nef the opportunity to be 
acknowledged by their members and to increase its resources; in return, they 
receive donations from the savers who accept to give up the interest on their 
savings and thus develop themselves more quickly. 
 
Ever since its creation, la Nef has tried to innovate, to create products and services 
which had not existed before; its own creation is the first illustration of this; but 
recently la Nef gave birth to several initiatives by joining forces with other 
structures willing to do the same: Terre de Liens, SOLIRA, NCEM are the first of a 
long list to come of new structures which gratify many citizens who want to change, 
at their own level, the system: through Terre de liens (literally Soil of links) the civil 
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society can buy and be in charge of farms in order to let organic farmers work. For 
the last two years, over 5000 consumers have been gathering to obtain 15M€ of 
capital shares to collectively own farm properties. Like any solidarity and ethical 
savings movement and savings approach, the purchases made by Terre de Liens are 
statements against the ultra liberal financial system which makes slaves of 
its producers and regards consumers as hostages. SOLIRA was created by la Nef and 
specialists of photovoltaic energy to offer citizens the possibility of directly 
investing their savings in roofs covered with photovoltaic panels. 
 
More than ever, la Nef wants to follow this path: Banca Etica Europa is the next step 
to extend its partnerships: locally, it will enable its members to be more intensively 
involved as they create local groups who develop actions on their territories with all 
their neighbours and  partners; nationally, it will give a special place to the 
structures of social and environmental economy by inviting them to be its founders 
and members of a cultural committee; and internationally, this first European 
cooperative ethical bank will gather people and structures from three different 
cultures… for starters! The adventure is only beginning. 
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The Quebec Way to Serve a Socially Responsible and Solidarity-
based Economy 

Paul Ouellet, Joël Lebossé, Claude Dorion 
 

Caisse d’economie solidaire Desjardins, Cecosol 
Paul Ouellet, paul.ouellet@desjardins.com, www.cecosol.com 

 
 Operating under the relatively traditional legal status of financial institutions, and 
within the Québécois statutory framework, the Caisse d’économie solidaire 
Desjardins (Desjardins Solidarity Credit Union) is one of the rare savings and credit 
co-operatives to use the financial framework to develop the social and solidarity 
economy. But anchoring itself in collective action and dreams does not make it an 
amateur! Within the Desjardins network, the Caisse ranks number one as a group 
credit union and 49th of some 413 Desjardins Credit Unions in terms of average 
assets.  
 
What makes it such a unique financial institution is its networking. The Caisse is one 
of the economic development organizations, established through the CSN initiative 
(Confédération des syndicats nationaux), the second biggest trade union 
confederation in Quebec. Together, the three most important organizations, the 
Caisse, the Fondaction Workers Fund and the National Union retirement Committee of 
Bâtirente channel assets of $1.3 billion (850 € million) annually. In addition to the 
fact that they were all created by the CSN, these institutions jointly share the same 
vision of sustainable and solidarity development centered on workers’ and 
communities’ participation.  
 
The credit union was founded by CSN union militants in 1971 in Quebec City. Apart 
from meeting their needs for a financial institution, it targeted social 
transformation. It later amalgamated with two other credit unions, also founded by 
the trade unions. It is useful to know that in Quebec, a credit union is territorial, 
whereas a group credit union is linked to the employees from one or more 
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organizations. Its activity extends throughout the territory of Quebec, the second 
biggest province of Canada.  
 
Due to its social mission, many organizations and community associations, either 
cultural or co-operative became members over the years. At the end of 2009, the 
Caisse had 2,700 collective members (non-profit businesses, co-operatives, 
community organizations and unions) as well as 9,800 individual members (usually 
employees of the collective members). It is important to stress that there is no 
restriction to becoming a member of this type of credit union by buying shares, 
contrary to the example of the United Kingdom where this possibility is restricted to 
individual members only. However the same principle of “one member - one vote” 
applies, even if it is an organization or an important business.  
 
In the 2009 Annual Report, the Caisse affirms its vision:  
The four founding options of our organization are living together, ecology, solidarity 
and democracy. These four options constitute both the pillars that provide the basic 
momentum of our action and the end-objectives on which the vision of the society to 
which we aspire are founded and to which we aim to contribute. We propose to 
fundamentally measure wealth with the following criteria: democracy, solidarity, the 
respect for living beings in their environment, and our capacity to accommodate 
others, respectful of their difference. This is how we see sustainable solidarity 
development for our society.  
 
In this vision, economic action is resituated in its rightful place of being secondary 
compared with human objectives - economy should serve more fundamental projects 
both for us as human beings, and for our planet.  
 
The report defines the Caisse’s entrepreneurial spirit this way: 
The spirit of entrepreneurship guiding us is grounded in deep human and social 
motivation. Its principal nature is not primarily to start businesses, but rather to solve 
problems. It is an entrepreneurship which tries to establish justice, which aims to solve 
the problem of poverty as well as the problem of development and which tries to 
provide answers to human needs. When we consider the current state of the world, 
with its immense economic and social challenges, we believe that only a spirit of 
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entrepreneurship of this nature is able to convey the high and generous values 
required to generate adequate and sustainable solutions.  
 
Beyond service provision to its members, the Caisse’s Aid Fund for Community 
Development openly demonstrates its commitment to the community and to 
society. Like all credit unions, it sets aside sums for donations and partnerships. But, 
what basically distinguishes this credit union from the others is how members use 
their surplus from operations. In almost all other credit unions, the practice is to 
distribute a rebate to members (in proportion to their financial activity). However, 
since its creation, members have voted in their annual general meetings to forego 
this rebate. In this way in 2006, the Caisse devoted over $800,000 to community 
development based on the fundamental principles stated above, bringing the total 
devoted by the Caisse to its mission of solidarity economy to more than $1.2 million 
for the entire year.  
 
Considering Québec’s current economy, Caisse’s membership is quite significant. It 
has 12,537 members, among which 2,736 collective enterprises, organizations and 
associations and 9,801 individual members. The collective members come from 
different fields such as 628 are unions of base, 623 cooperatives, 891 federations, 
networks, day-care centers, community housing, religious foundations, etc. and 256 
enterprises of the cultural sector, including: theaters, museums, circuses, etc. The 
assets of the Caisse reached 570 million in 2009. 
 
The Caisse has constantly innovated in several spheres of activity. For example, this 
credit union is highly recognized in the field of culture. In this respect, the leaders of 
the credit union are proud to recall that they granted one of their first loans to the 
two young people who created the Cirque du Soleil. The Caisse is also the financial 
institution of the Federation of the 14 Inuit Co-operatives of Nunavik (the northern 
part of Quebec). In the context of establishing a territorial government, the Caisse is 
currently collaborating in the setting up of an independent financial institution in 
Nunavik.  
 
Finally, the Caisse works for the development of solidarity finance at the 
international level. It has an active partnership with Banca Etica in Italy and is 
member of INAISE (International Association of Investors in the Social Economy). 
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They have jointly participated in projects in Brazil. Like any institution, the Caisse 
d’économie solidaire Desjardins is the product of its own society. In this sense, it is 
unique and cannot be reproduced as such elsewhere. Nevertheless, its solidarity 
practice can provide inspiration in the field of finance.  
 
The Caisse works closely with Filaction and MCE Conseils as complementary 
services to collective enterprises growth and performance. 
 

FilAction 
Joël Lebossé, joel.lebosse@filaction.qc.ca, www.filaction.qc.ca 

 
FilAction is a venture capital fund dedicated to small and medium size enterprises 
and specialized, above all, for enterprises of the solidarity and social economy in 
Québec. Filaction has for mission to contribute to the preservation and the creation 
of quality jobs in the Québec society. FilAction offers to enterprises and micro credit 
organizations of Quebec a part of the capitalization necessary to reach their 
objectives of economic and social development. Its invests capitals provided by a 
financing of Fondaction, a workers’ investment fund. Therefore, It is indirectly the 
savings of the workers who allow it to implement its mission.  
 
FilAction is, therefore, a major actor of the financing of collective enterprises and the 
social economy of Québec with loans and capital investment for more than $20 
million. It is equally responsible for the management of Fund for cooperative 
financing dedicated to the companies of social economy of Quebec.  
 
FilAction mainly supports:  
 
1. Enterprises who encourage the participation of the workers in the management 
and decisions that concern them, whatever their legal status  
 
2. Social and Solidarity economy enterprises 
 
3. Local development funds supply micro credit, consultancy and technical support 
for people or groups supporting economic autonomy.  
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FilAction has developed a very large and important technical experience on two 
strategic subjects in regards to financing solidarity economy enterprises financing: 
 
• An expertise in global analysis of collective enterprises covering finance, 
operational, management and, above all, governance of the enterprises; 
  
• A deep commitment to implementing strategies to regroup its own resources 
with other actors of the financing sector to increase supply of financial products for 
social economy enterprises, cooperatives and other enterprises.  
 
FilAction is available for technical exchanges and some international financial 
venture.   
 

MCE Conseils 
Claude Dorion, cdorion@mceconseils.com, www.mceconseils.com 

 
MCE is a non profit organization founded in 1987 with the mission of offering high-
quality management services, expertise and advice in support of innovative projects. 
These services target businesses, institutions, unions, cooperatives and social 
economy enterprises. Our group’s vocational practice in carrying out its mandates is 
based on respect for the values of our partners and clients as well as on greater 
professional objectivity. We offer services in the following disciplines:  
 

• Economics and marketing  
• Finance and accounting  
• Management and organizational structure  
• Work organization  
• Business training  
• Pay equity  

 
We favor an approach based on partnership, the search for consensus and the 
transfer of knowledge to our clients. The team of MCE Conseils maintains a high 
level of ethics in all its relationships and sets a premium on a comprehensive 
understanding of the interests of the various parties. In all our activities, the aim of 
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our professionals is to maintain and create jobs in respect of sustainable 
development, social justice and economic performance. 
 
Our professionals have substantial experience in consultation in various domains, 
including:  
 

• Sectoral, market and feasibility studies  
• Organizational development  
• Workforce management planning  
• Planning and implementing training 
• Financial and administrative analyses and assessments of businesses and 

institutions  
• Participatory plans  
• Business creation and finance support  
• Sectoral and business turnaround plans  
• Strategic development  

 
The special feature of our approach is a search for solutions that bring together the 
efforts of the various community stakeholders. A significant number of our 
mandates originates in workers groups or promoters from the community who 
wished to study the feasibility of scenarios to create and/or revitalize businesses or 
sectors. We always maintain a level of social and economic involvement in all our 
mandates with a particular emphasis on employment and workforce and training.  
 
Over the years, we have developed in Canada a specific expertise in businesses and 
sectors in difficulty or start-up whether in the stages of market prospecting, creation 
and acquisition, reorganization or reorientation, or growth and development.  
 
In fact, we have to our credit more than 140 mandates per year for studies and 
analyses, including several large-scale sectoral studies. These mandates covered 
various economic sectors and were divided between manufacturing (33%) and 
trade and services (67%). Through our strategic analyses, business plans and 
support for business start-ups, we have contributed in a sustained and directly 
observable manner to the creation of 50 enterprises combining 1,300 jobs and sales 
of $24 million, most of them operating in the form of cooperatives.  
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Members of MCE Conseils have often been called on to take part in major 
international studies, in Africa Latin America and Europe, often in co-operation with 
recognized agencies such as the Canadian International Development Agency (CIDA) 
or OXFAM-Quebec-OCSD. 
  
It is also important to mention the particular contribution of MCE Conseils to the 
new emerging social economy. Since its creation, MCE Conseils has advised and 
supported around 70 work cooperatives, intervening repeatedly with economic 
community agencies and placing democratic workers organization at the heart of its 
concerns. Our approach is therefore adapted to the realities of groups of workers 
seeking economic autonomy and we include in all our action support and training 
components. In this connection, our knowledge transfer approach has borne fruit 
both with the Canadian groups and with our foreign partners.  
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The Ethical and Social Approach of SIDI in the Financing to the 
South 

Christian Schmitz, Sidi 
translated by Camille Frazzetta 

c.schmitz@sidi.fr  
 
The experience of SIDI, International Solidarity for Development and Investment, is 
unique in the field of social and ethical finance. Sidi was created in 1983 as a 
subsidiary company of CCFD, Catholic Committee against Hunger and for the 
Development and is one of the strategic stakeholders of this non-profit 
Organization. Above all, SIDI shares its values and convictions within the framework 
of the stakes and challenges identified for the global promotion of food sovereignty, 
social economy and development financing.   
 
SIDI supports the emergence of dynamics and local actors in the Southern and 
Eastern countries, who try to change their conditions of living through a qualitative 
transformation of the situation of people, groups and the environment. It 
accomplishes these goals not only by facilitating the access to financial services, but 
also through the access to the market, to collective investments, to capacity building 
networks and encouraging know-how exchanges. 
 
Along its twenty-five year history, SIDI has made concrete the concept of Financing 
Solidarity Chain (FSC), translation of the notion of Solidarity Development in the 
field of Social Finance. This FSC finds its essential purpose in the will to cope with 
urban and rural entrepreneurs’ exclusion from the financial services they’d need to 
develop their activities. 
 
As a principal French player, SIDI supports local microfinance institutions and 
farmers organizations in developing countries through investment, loan or 
guarantees. It also offers support and advice, technical assistance and capacity 
building to these institutions. SIDI has developed partnerships with more than sixty 
institutions in more than thirty countries. In 2009, SIDI’s partners in Africa, Asia, 
Latin America, Mediterranean Basin and Eastern Europe, allowed two million direct 
beneficiaries to have access to financial services with a collection rate between 96% 
and 98% 
 
As a public society in the field of social finance, SIDI’s capital shares have a label 
“FINANSOL” and a “solidarity enterprise” approval (working code, article L.443-3-1 
and decree n° 2003-384 duof the 23th of April 2003). 
 
The major part of its financial resources comes from civil society. The capital is held 
by the CCFD-Terre Solidaire, SIDI’s founding member (27%), almost 1200 individual 
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shareholders (29%), religious congregations (23%), financial institutions (CDC, 
AFD, Crédit Coopératif) and European Alliances (Belgium, Netherlands, Norway, 
Denmark and Italy).  
 

 
 
The necessary resources for the technical assistance are gathered thanks to the 
revenue of a Mutual Fund “Hunger and Development” (managed by Crédit 
Coopératif for CCFD-Terre Solidaire). It was created in 1983 by CCFD-Terre 
Solidaire, and is  one of today’s most important French mutual funds, representing 
40% of the total mutual funds in France, more than 60 million Euros. 
This financing system ensures that the mission of counseling, capacity building and 
development is independent and sustainable. Practically, the mutual fund suggests 
that the saver give 25 to 75% of the revenue of its savings to contribute to the 
development mission of SIDI.  
 
If thousands of people have joined this ethical financial scheme, it’s thanks to the 
ethics of SIDI’s functioning. SIDI doesn’t assert any dogmatism regarding the success 
or failure of microfinance. The philosophy that we defend is that it’s essential to 
adapt to different socio-economical and cultural contexts to offer the most 
appropriate answers to the local needs. For instance, SIDI doesn’t look for a special 
type of institution to become its partners. The local institutions it works with are 
diversified: competitive MFIs (Morocco, Cambodia, Uganda, Madagascar, Peru, 
Ecuador, Kosovo), Regional MIVs, farmers organizations, and cooperatives that want 
to consolidate their saving and credit systems.  It’s a priority for SIDI to back up 
organizations intervening in rural financing, particularly farmers’ organizations, in 

CCFD-Terre Solidaire
27%

Religious 
Congregations

23%

Individual 
Shareholders

29%

French Financial 
Institutions

12%

Northern Partners
5%

Others
4%

SIDI's capital distribution - 31st December 2009



Networking Social Finance 

 110 

order to bring about food sovereignty. SIDI helps them develop the innovations that 
lead them to develop their own financial tools.   
 
The objective is to give the money a development perspective. Concretely, SIDI’s 
Investments are only made if there is a multiplier effect on local savings, on the 
sustainability of the services offered, on the autonomy of beneficiaries, above all in 
the priority areas of Sub-Saharan Africa, Mediterranean Basin, Andean Countries 
and South-East Asia. Furthermore, SIDI encourages the multi-partnership within a 
country to reinforce the impact, the regional consistency, the networking between 
stakeholders and the construction of strategic alliances.  
 
To cover the exchange risk as well as the political risk, a guarantee fund called 
“Incentive Fund for Development” has been created with contributions in current 
account from the shareholders who are willing to assume these particular risks. 
Thus, this Financial Chain for Solidarity consists in an original North/South 
relationship in the Field of Solidarity Finance. 
 
In the North, this chain is based on the mobilization of actors who share their 
savings revenue, and have decided to invest in a responsible way. They agree to 
work actively to inform, to increase public awareness and to promote advocacy 
actions. Therefore, SIDI succeeded in creating and leading a real network made up of 
individual shareholders brought together in the association “Savings Solidarity 
Development”, religious congregations, French and European institutional 
shareholders, allies of the solidarity investment field, and savers of the mutual fund 
“Hunger and Development.” A correspondents’ team in various French regions 
promotes SIDI’s approach. This is a permanent team reinforced by some voluntary 
contributions bringing expertise and know-how that give SIDI a philosophy of action 
and a framework broader than the mere financial expertise. 
 
In the South, the dimension of long-term partnership is at the heart of SIDI’s 
approach. In the analysis, for instance, of a local organization offering financial 
services or encouraging the commercialization of small producers’ products, SIDI 
balances the strictly financial data with human and social elements, remaining 
consistent with its global vision, mission and strategy. SIDI goes beyond financial 
support and particularly cares about accompanying its southern partners to help 
them carry out the conditions of their own autonomy by strengthening its operation. 
The nature of its resources allows SIDI to play a double role of social investor and 
capacity building supplier. Given this, it’s possible for SIDI to give priority to non-
served areas and to promote the quality and potential of the local partner in terms 
of transparency, dialogue and innovation capacity more than its outreach. 
The links between SIDI and its partners are thus based upon trust and a common 
vision and ethics of development. In this perspective, SIDI, with its means and skills, 
strives to answer their explicit needs while favoring the autonomy of its partners. 
Consolidating local organizations that offer and seek to develop a range of financial 
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services adapted to populations that don’t have access to classic ones such as credit, 
savings, capacity building in management, remains our primary objective. 
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The Power of Three 

James Niven, Triodos Bank 
james.niven@triodos.nl 

www.triodos.com 
 

Triodos is a Greek word that translates as “threefold way.” It was the brainchild of 
Triodos Bank’s founder Lex Bos, and first emerged in 1971. The three ways it refers 
to represent different ways of looking at an enterprise asking for finance. It includes 
an organization’s mission, how it is organized in a social sense, and if there is an 
economic justification for it.  If all three come together it is a healthy business in this 
holistic sense.  
 
Triodos Bank Group Corporate Communication Manager Thomas Steiner, explains: 
“There are lots of threes in Triodos Bank. The sustainability industry often refers to 
people, planet, and profit. But you can also split money three ways:  as a gift, a loan, 
or money you use to buy things. At Triodos Bank we also say that we work to benefit 
the environment, people, and culture. And I like that distinction the best. Many 
people, when they think about sustainability, think about the environment. Some 
think about social issues and fairness. And we add culture: because good education, 
sound healthcare and a rich, inspiring cultural life, create the conditions for the 
other two to work together. So that’s why we are called Triodos.”  Perhaps uniquely 
in the banking industry, Triodos Bank balances these three-fold areas in all its 
lending and investment decisions. 
 
The Start of Something New 
 
In the late 1960s, a Dutch study group met to discuss money. The group explored 
questions of the quality of money, and how it could become a more active force for 
good. The idea of initiating social change through entrepreneurial activity came to 
life with the founding of the Triodos Foundation in 1971. Companies, foundations, 
and other like-minded organizations connected to the founding group began to pool 
their funds. The Triodos Foundation deposited these funds in a conventional bank in 
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the Netherlands, which paid them a higher interest rate than they could have earned 
on their own. The depositors then sacrificed a percentage of the interest, which 
Triodos used to provide entrepreneurs with affordable loans. The loans allowed 
progressive individuals to start innovative new businesses focused on the 
environment, the arts and education.  
 
These successful prototypes encouraged the founding group to go a step further. 
And in 1980, Triodos Bank was founded with the equivalent of €540,000 in start-up 
share capital and a full banking license from the Dutch central bank. Today, Triodos 
Bank works through branches in Belgium, UK, Spain, and Germany. A continuous 
growth rate, a broadening portfolio, and a track record of successful international 
activity characterizes its growing impact. All of which is built on a mission it 
describes as follows: 
 
Small Bank. Big Difference. 
 
“Triodos Bank finances companies, institutions and projects that add cultural value 
and benefit people and the environment, with the support of depositors and 
investors who want to encourage corporate social responsibility and a sustainable 
society. Our mission is 
 

• To help create a society that promotes people’s quality of life and that has 
human dignity at its core. 

• To enable individuals, institutions and businesses to use money more 
consciously in ways that benefits people and the environment, and promote 
sustainable development. 

• To offer our customers sustainable financial products and high quality 
services. 

 
Triodos Bank sees its role as identifying leaders in social and environmental change, 
and supporting them with financial expertise and tools. By pursuing this goal with 
imagination and energy, it’s proved that even a small bank can have structural 
impact.  
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Examples include Triodos Bank’s role in wind energy, and microfinance. In the wake 
of the Chernobyl disaster, Triodos Bank began its first investments in wind energy. 
This helped to build renewable energy finance expertise within the organization. In 
addition, Triodos Bank pioneered the Netherlands’ first wind funds, a financial 
product that has become standard in most banks now. The result of the fund was 
not only to provide a shot in the arm to the renewable industry, but also to prompt 
discussions that led to the creation of the Dutch Tax Credit Scheme. The scheme 
allows individual investors in a renewal energy fund to claim a tax credit on their 
investment. Over time this has led the majority of Dutch Banks to launch renewable 
energy funds themselves.  
 
Triodos Bank also launched the first microfinance fund in the Netherlands, and it 
remains the only fund for retail investors. It is now part of a family of microfinance 
funds built around effective cooperation. In 1994, for instance, two Dutch NGOs 
approached Triodos Bank. They were looking for a bank to manage part of their 
portfolio. Both NGOs worked in the development field, and brought in-depth 
knowledge about local challenges and opportunities. But they realized that they 
lacked financial expertise.  
 
They contacted Triodos Bank because they knew that it shared a commitment to 
positive social change. This was the starting point for a long-term partnership that 
led to the creation of two microfinance funds: Hivos-Triodos Fund, a joint initiative 
between Hivos and Triodos Bank, and Triodos-Doen Foundation, a partnership 
between the Doen Foundation and Triodos Bank. Since then, Triodos Bank has 
continued to innovative, pioneering new ways to finance sustainable business. 
  
The Tipping Point 
 
By December 2006, Triodos Bank could celebrate twenty-five years as a savings- 
and loan bank. Current accounts however, were still only offered to business 
customers. Personal customers enjoyed a wide range of sustainable deposit options, 
but they also wanted current accounts and debit cards. Fortunately for the bank, it 
introduced them just as a feature highlighting Triodos’ sustainability credentials 
appeared on an influential national television programme. The responsible manager 
remembers: “I watched the report on Triodos Bank on TV on a Sunday when we had 
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just launched the current account, and I called my colleagues. We thought, ‘Oh, 
something is happening here.’ Monday morning came the big surprise. It was 
fantastic. We had an application volume of about six times what was normal.” 
 
Within three years, Triodos Bank had opened 30,000 current accounts. And while 
the current account is not yet available in all the countries where it works, today the 
average Triodos Bank customer has at least half of his investments with the bank, 
significantly up on pre-current account days.  
 
More recently, in the wake of the financial crisis, Triodos Bank has moved into the 
public debate about banks. It can speak with authority because it provides a positive 
example of a professional, commercially successful banking institution that handles 
money in a conscious and responsible way. In the Netherlands, even before the 
current crisis, the public debate about the role of banks in society - and what 
happens to the money deposited in banks in particular - intensified. In 2007, the 
Dutch NGO Milieudefensie (Friends of the Earth) led a coalition to push the subject 
on to the public agenda. It published details of pension funds and foundation’s 
investments and asked uncomfortable questions such as why a cancer foundation 
would invest in the tobacco industry.  
 
The coalition launched a website called Eerlijkebankwijzer.nl, or Fair Bank 
Pointer.nl. The website compares banks in seventeen categories, including labor 
rights, biodiversity, the arms trade, and renewable energy.  It also provides current 
information about banking initiatives and encourages readers to move their money 
into more socially responsible banks. And the site ranks Triodos as the most 
environmentally and socially responsible bank in the Netherlands. 
 
The Impact of the Crisis 
 
With the financial crisis, this discussion intensified. The failure of large banks, and 
the attempts of governments in Europe and beyond to rescue them by investing 
large amounts of money, resulted in a heated public discussion about the role of 
banks in society. 
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Triodos Bank did not invest in any toxic assets and as a result did not lose money 
during the crisis. Indeed, the opposite happened. Large numbers of customers 
decided to move their money out of the large banks and into Triodos. 
 
Asked about its impact and, Peter Blom, Chairman of the Executive Board, is clear 
about the role Triodos Bank has played; “The impact of our work is channeling 
people's money - now five billion euro from almost 250,000 people - to sustainable 
projects that serve the common good.  That is direct impact.  Our indirect impact is 
to show clearly that banking can go in another direction to the mainstream. We're 
contributing to the discussion around banking, and we are doing it on the basis of a 
solid business model.  So we’re not promoting the idea that banks are bad and 
should behave better, we’re actually showing that banking itself can be done better.” 
 
Triodos Bank has always been an active member in INAISE. Networking with 
organizations that strive for a positive social impact is one of Triodos Bank’s goals. It 
believes that contributing to the public debate in difficult times, while society is 
confronted with social, economic and environmental crises, is part of its 
commitment to a positive social cause. In order to deal with these crises, banks have 
a role to play financing groundbreaking entrepreneurs that actively address these 
challenges through their work. Or as Executive Board member, Pierre Aeby, 
explains: “Neutrality means a lack of responsibility”. 
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Part III:  People in Social Banking and Social Finance  
 
 

Tembeka: A Catalyst for Change 

Michael Brand, Tembeka 
michael@tembeka.co.za 

www.tembeka.co.za 
 

In South Africa we have four big banks (the big four) which sometimes are more 
feared than “the big five” (the Lion, Rhino, Elephant, Leopard and Buffalo). These 
banks control local banking through links to the central bank which is privately 
owned. Moves are currently afoot to create legislation which will limit the central 
bank shareholders from disrupting reforms which the government is trying to 
make; at this stage it is not yet certain if this will help or hinder social banks such as 
Tembeka.  
 
SA has a national payments system which thus far has been controlled by the big 
four, where the system allows them to have preference on debit order payments as 
they control their clients account. Social Banks (mfi’s) in SA are currently not 
allowed to take deposits while they all promote a savings culture. The net result is 
that the big four siphon money from poor communities to finance projects 
elsewhere. On the international side it could help if we had a better way of dealing 
with currency fluctuations especially where one does not have a Euro or Dollar 
based economy. Ultimately banks are interested in the transactions as this is where 
they make money and not in the service which they provide, or in the clients 
experience of the service as the mission is to make money.  
  
Nevertheless, we have made headway. Tembeka’s first accomplishment was to 
establish an additional source of wholesale development funds for mfi’s in South 
Africa. Also we convinced foreign investors of the need for social investment in 
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South Africa; so the fact that we were/ are able to keep bringing additional partners 
helps to build available resources. As a result of Tembeka’s support, mfi’s could 
reach more poor communities and allow more final users of the funds to empower 
themselves and to change their personal circumstances. Tembeka’s funds help to 
give mfi’s a boost when they need it and contributes to MFIs’ growth. 
 
Tembeka manages to create strong and sustainable relationships by listening to its 
clients’ needs on the one hand and persuading investors on the other hand to be 
involved in changing the economic landscape. 
  
One of our challenges is to build more awareness of Tembeka’s work especially 
among local individuals and institutions including corporate, governmental and 
banking institutions. To simultaneously build more resources and make the above 
group especially individuals aware that they too can be part of reducing economic 
inequalities in SA by becoming social investors. 
 
Another goal of ours is to implement good financial and social monitoring tools for 
Tembeka mfi clients and in building the image of development finance institutions 
and the sector. We also want to get more supporters involved in Tembeka and to 
build a general awareness of Tembeka as a unique home for patient investors ready 
to work for sustainable economic and social development of the large numbers of 
disadvantaged people in SA. 
  
One of my favorite projects is a start-up mfi called Tetla, which shares office space 
with Tembeka so we have been able to watch it develop. The person who founded 
Tetla is very experienced and knowledgeable and she set up Tetla along the lines of 
a solid development business plan where she put tried and tested systems in place 
before even providing the first loan. This is often not the case for non-profit 
organizations. Tembeka was also involved in providing technical support by 
training three line managers for Tetla, two of whom had no managerial experience 
prior to the Tembeka training. It has been very rewarding to see the progress of the 
three and to see how this has impacted on their organizations performance and 
ability to expand operations. 
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Tembeka is also excited about the potential which exists for partnerships to develop 
social enterprises. This would create the possibility for Tembeka  to reach additional 
persons and communities that are not being serviced at the moment due to location 
or fit with existing service providers. Social Enterprises (SE), despite their potential, 
is a relatively new concept in South Africa and Tembeka aims to be a catalyst in 
building a good reference and examples which could be replicated. 
  
As a South African initiative Tembeka wishes to also look at “Southern Africa” and to 
this end Tembeka has already undertaken some joint visits with its partners to look 
at potential projects that we could begin to work with. This will have the double 
effect of helping Tembeka to both learn and to grow while building new 
partnerships and taking the awareness building to a more regional level as Tembeka 
makes a contribution to a global rise of awareness about economic empowerment of 
the underprivileged masses. 
  
By 2020 we would like to see Tembeka having a greater presence in South Africa 
with a more regional presence and a number of developing partnerships with fellow 
organizations in neighboring countries such as Mozambique, Namibia, Botswana or 
Zimbabwe. Tembeka could possibly also have a supervisory and monitoring role in a 
regional network and represent Southern Africa on the continent and 
internationally. 
  
But this won’t be easy. We live in an unequal society which is rife with high 
unemployment, racism, and violence: We need to evolve from the past and remove 
all the prejudices from one community to another through new innovative ways of 
education and development. To do this, we need to involve the beneficiaries in the 
delivery of the development thereby lessening dependence on hand outs and 
reducing unemployment with decent jobs. We also need entrepreneurial 
opportunities with a broad-based approach. 
  
Just as many other first world people, South Africans are taken with and fall into 
consumption traps: the slogan of “a better life for all” is realized through 
consumerism for a vast majority of people; life is about buying goods even when you 
cannot afford it. This is a huge problem in South Africa as it leads people to be over-
indebted (nearly 60% of South Africans are said to be in this category). Cash Loans 
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(microfinance - consumer lending) as opposed to developmental microfinance has 
grown in leaps and bounds in SA where the working poor (people with low paid 
permanent employment) get caught in this debt trap of paying off a loan only to take 
on a new one just to survive. 
  
With an over-emphasis on the individual, people lose their sense of community 
which helped achieve so much in the past. Instead, they go more for establishing 
oneself and then cutting themselves off from others. As individuals we may think 
that we have less to worry about but we spend much on trying to make ourselves 
more secure. South Africa has beautiful examples of working together using co-
operative methodologies and we should try to preserve and develop this. As 
individuals we are often not aware of the world around us and the fact that we have 
given off our power to bring about the changes which we all desire which can be 
achieved by acting together. 
   
Social Banks operate often as mediators in the financial sector between “the haves 
and the have not’s” and I believe that social banks  networks could act on their 
behalf in advocacy, policy formulation and financial engineering for better leverage 
and conditions which in turn could benefit poor and disadvantaged communities 
which they serve. Systems such as globalization could benefit the poor as these 
communities are not the focus of other financial actors because these actors do not 
put their trust in the disadvantaged masses. Why can’t the poor who wish to save 
lend to the poor who need a loan? I do not wish to make it sound too simplistic, but 
there are enough examples at local level of this happening for it to be made possible 
at national or even international levels. The question is how to scale it up; how to 
get the financial system to serve the people and not vice versa. 
 
Social banks are essential in SA and other developing countries such as India, 
Pakistan or Brazil more than anywhere else to at least stem the gap between rich 
and poor which will just get bigger and bigger. Unfortunately, the masses who elect 
the government and who govern the banking institutions are not the poor. South 
Africa is a developing country focused on international trade and its globalization 
effects, not on the poor. 
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However, I am motivated by people’s participation, especially their own 
development, and inspired by the amount of innovation which exists among the 
poorest of people. While I have much to learn on the subject, I have been inspired by 
some of what people like Muhammad Yunus have written about social enterprises 
and companies like DANONE.  I also had the opportunity to see some of the work 
done in Quebec by people like Nancy Neamtan thanks to our INAISE exposure and I 
believe that some of these examples can be replicated in our country and can help 
stimulate the kind of development which we need for transformational job creation 
which simultaneously looks at environmental issues. 
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From Lone Heretics to a Growing International Movement 

Paul Ellis, Ecology Building Society 
paulellis@ecology.co.uk 

www.ecology.co.uk 
 

Having lived in Belgium, Germany and Malaysia as a child allowed me to experience 
European, non-European and colonial societies and people. This gave me to a 
conviction that we must come to view ourselves as world citizens with common 
interests. Our cultures, security and wellbeing ultimately depend on the shared 
economic and ecological systems which we increasingly understand as 
fundamentally interdependent.  
 
This led me to study international economic and political systems at the London 
School of Economics, specializing in Europe and South-east Asia which remain areas 
of fascination. During this time, I came to activism on the Environment and Social 
Justice, as real wealth flows from access to sustainably-managed resources. From 
this, it was a small step to realization that conventional banking and finance 
structures tend to work counter to these concerns, yet we as financial consumers 
are often complicit in this process, if only through lack of alternative institutions.  
 
In the UK we have a strong tradition of mutually owned financial institutions, owned 
by the members rather than shareholders, particularly in the form of building 
societies focused on the provision of housing. Historically, this was as much about 
the extension of the franchise (and thus the development of democracy, as home 
ownership brought voting rights), as it was about providing decent, affordable 
homes. The mutual form of ownership has been under attack of late, and has drifted 
from its roots in an age of social democracy. The Ecology, however, represents a 
reinvigoration of this form of collective action to meet wider social objectives. As 
green politics burgeoned in the 1970’s, an awareness developed of the immense 
ecological impact of the built environment and its implications for resource 
allocation and use, particularly of energy. At the same time it was recognized that 
individuals who were inclined to low-impact lifestyles and building forms were 
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frustrated and blocked by the nature of the financial products available which did 
not recognize, and actively worked against, these imperatives. A group of people 
determined to address this gap coalesced within the Ecology (now Green) Party 
which was the catalyst for the creation of the Ecology Building Society in 1981. 
Through my membership of the Green Party, I became involved with the Society 
more or less from the outset, set up its IT systems and became a full-time employee 
in 1992, dealing with IT and Marketing.  
 
From 1995, I found myself in charge of the Ecology Building Society in the role of 
CEO. That gives me responsibility for the day to day running of the Society’s affairs, 
ensuring compliance with regulatory demands and accountability to our auditors 
and non-executive directors. More importantly it makes me responsible for the 
financial stewardship of our members’ funds. The most exciting part of the role is to 
act as the guardian of the Society’s unique ethos and brand, and encapsulate this in 
the strategy of the Society. This involves maintaining awareness and understanding 
of new developments in environmental matters and ethical finance generally, 
contributing to sustainable best practice in the built environment, through research 
and engaging with the concerns of our members, liaising with third-party NGO’s and 
dialogue with Government. 
 
Despite the initial skepticism expressed by many in the industry about our chances 
for success, we have survived and prospered. We are proud of our consistent 
financial performance, low level of bad debts and ability to deliver a fair return to 
our investors despite engaging in lending which other institutions have viewed as 
risky – but which has proved in the current crisis to be more soundly-based than 
some of the lending activity sanctioned by the mainstream financial community. We 
have maintained strong growth, despite but also because of sticking to our 
principles of lending to support sustainable homes, low impact living and 
sustainable enterprises and organizations. With success comes growing influence. 
Despite our relative lack of scale, and the Society is recognized for its pioneering 
initiative to change the basis of the pricing of its mortgage offerings, which has 
created an explicit linkage with the capacity of the project to achieve climate change 
mitigation. 
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Due to our growth, we have been able to increase the size of loan we can offer to a 
wider range of projects. We are particularly proud of some of the low-carbon, 
affordable homes we have financed along with others at the cutting edge of UK 
building standards, and it’s always pleasing to be associated with properties that 
have subsequently received awards and become centers of excellence in their own 
way, inspiring others to follow. We are also proud to be associated with groups that 
provide education on sustainable best practice and our involvement with the soon 
to be completed Wales Institute for Sustainable Education. This provides an 
important new resource for providing the next generation of energy-literate 
building professionals that the UK so urgently needs to catch up with the rest of 
Western Europe and ensure that commitments to reduce carbon emissions can be 
met. The UK suffers from poor standards of housing particularly in energy-efficiency 
terms which translates into fuel poverty among the elderly and in deprived 
communities. Housing in the UK currently accounts for 27% of carbon emissions, 
and we have 26 million homes that will need to have been replaced or upgraded by 
2050. Consequently, for the next 10 years the Society will have a clear focus on the 
issue of renovation, both in terms of providing finance to individual consumers to 
maximize impact of the upgrades and the development of the delivery 
infrastructure. I foresee a wide uptake of Passivhaus standards both for new-build 
and potentially for renovation projects, and I wish to see the UK adopt building 
standards in line with this much more rigorous approach to energy-efficient 
construction. 
 
But we also see great transformative potential as we emerge from the present crisis 
for an extension of the ideas of co-operation and mutuality, particularly in the form 
of workers’ and housing co-operatives, community land trusts and co-housing 
schemes. The Ecology will extend its support of initiatives along those lines, but also 
supports other ways of mobilising investment in organisations with a basis in social 
enterprise, through the development of Ethical Stock Exchanges. 
 
Maintaining the upward trajectory for the Society and ensuring that it fulfills its 
ecological objectives will be no easy task over the next few years. Tackling the 
increase in compliance and regulation, exacerbated by the fall-out of the credit 
crunch, is a major issue. This agenda takes no account of social objectives in lending, 
or the size of the Society and the resources at our disposal. At the same time, while 
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the Society’s strategy and principles have kept it clear of contagion from failed 
institutions and instruments, steering the Society through the choppy waters that 
face the whole financial services industry as a result of the global financial crisis, 
and the resulting impact on the property sector, is a major challenge. There is now a 
danger that the need to address the reality of climate change will be pushed off the 
agenda at a time of financial and political uncertainty. While the Society is not 
driven by a desire to pursue growth in asset size, growth would in our case be an 
expression of the extent to which we were fulfilling our mission and enhance our 
influence in policy debates and regulatory exchanges. 
 
The challenges faced by the Society to some extent mirror the challenges faced by 
the UK as a whole. If the climate science is correct, the consequences of climate 
change for general economic well-being are immense. Global economic linkages 
mean that these effects would have consequences in all societies, mirroring the 
spread of the contagion through global financial systems that we have experienced 
over the last few years. The dislocation in the financial markets means that it will be 
some time before economic stability returns, and unless we see far-sighted 
economic and political leadership, this could be to the detriment of our willingness 
and ability to make the structural changes that will enable us to switch to a low-
carbon economy. In particular it is essential that we address the potential for 
current financial services structures to amplify risk and cause a further inevitable 
round of economic damage, with attendant environmental and social consequences. 
The outcome of such a failure may well be conflicts over resources in relatively 
short order. 
 
Fundamental reform, including the break up of the big banks as opposed to further 
consolidation would be of significant benefit to the UK’s social banks and mutual 
sector. To re-establish trust in the financial sector must be the paramount goal. 
Separating the high street personal financial services from the global high risk / 
high reward investment arms of the major banks has to happen for such trust to 
return.  
 
Going further, we must transform the status, funding and role of ratings agencies. 
Their methodologies should be regulated, they should be funded by a transaction 
tax, and their remit should be extended by a legal responsibility to report on the 
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standing of institution against a range of ethical measures. We must also ensure far 
greater competition in the potential provision of audit services to financial 
institutions to restore confidence in reporting.  
 
Short terminism in governance of the banks at state and corporate level, linked to a 
rampant bonus culture that takes little or no account on the longer term 
sustainability of investment decisions leaves funding for ethical and ecological 
enterprises often viewed as the “poor relations” – too long term in profit delivery for 
the mainstream, requiring too high a degree of risk capital for the smaller social 
banks and financial institutions to provide the levels of finance required. 
 
Above all, we need banking arrangements that serve people, community and 
environment rather than acting as if these were dispensable inputs.  
 
A collective message of co-operation and a shared voice to champion sustainable 
solutions to the problems we face has to make sense. The shared statement of 
principles that emerged from the 2009 INAISE Banking Group meeting in Frankfurt 
is an example whereby a collaborative approach can in fact deliver a cohesive 
message that steps outside of self interest and competition to a degree, to deliver a 
message made louder when a number of small to medium sized social banks speak 
as one voice. It was clear that even for social banks the model was strained by the 
effects of the credit crunch, and it became impossible to identify sufficient 
counterparties of the requisite financial strength that were not heavily tainted by 
lending practices associated with exploitation, corrupt and despotic regimes, or 
environmental damage. This clearly suggests we need a stronger sector of social 
banks both in asset size and overall numbers, and the networks of social banks can 
play their part in demonstrating viable models, best practice and lobbying to create 
a favorable regulatory environment. I have personally found inspiration from 
learning of the different approaches our colleagues in the Banking Group have 
crafted in response to the particular issues and economic conditions they encounter 
in their distinct operating circumstances, many of which with adaptation can be 
translated to the UK. 
 
Where will the Society be in 2020? In a perfect world, there would possibly be little 
need for Ecology Building Society. All property developers and all lenders would 
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have embraced the principles of sustainable development to such a degree that the 
projects we support would have become the norm rather than the exception. In 
reality, I see the Ecology have an increasing role to play in pushing enhanced 
standards, supporting a more diverse and increasing portfolio of clients whilst 
attracting many more like minded investors from a new generation of ecologically 
aware citizens. We will be continuing to push the envelope and encourage ground 
breaking designs, materials and technologies to combat climate change. I feel 
immensely privileged to hold a post with an organization that is valued by its 
members, is considered to be an agent of change, and which aligns with my personal 
values.  
 
When we started in 1981, we were lone heretics; now it feels very rewarding to be 
part of a growing international movement. 
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Opinion Leader in Swedish Social Banking 

Kristoffer Lüthi, Ekobanken medlemsbank 
kristoffer@ekobanken.se 

www.ekobanken.se 
 

Ekobanken started as a small value-driven bank in 1998. Thanks to intense lobby 
work, the founders had to actually initiate a change of law before the bank could 
grow above a very low total balance. When I started, many clients that already knew 
the bank asked, “Can I really be a client of yours?” It took some years before it stood 
clear to everyone that we were open for deposits. 
  
We have overcome many of the initial obstacles and we now have a steady growth 
of ten to twenty percent per year.  Now we work in social banking, we finance 
important projects, grow without any credit losses since the start of the bank and 
educate and inform larger groups of organizations and individuals about banking, 
money and the need for transparency.  
 
Ekobanken is still a young organization but we have a good track record showing 
that it is indeed possible to run a small value driven bank in a highly competitive 
environment. 
 
I was born in Sweden and studied at the Waldorf Schools in Järna. I spent some of 
my childhood years on a biodynamic farm, which had an important impact on my 
work on combining finance and sustainable development. 
 
When I was teenager, my stepfather worked for one of Ekobanken’s predecessors 
Fria Kulturfonden. In our home we had magazines and books around alternative 
economy and what today is known as social banking. We also had visits from abroad 
to our family from some of the founders of GLS Bank in Germany such as Albert Fink 
and Wilhelm Ernst Barkhoff. It was with growing interest that I learned about these 
ideas and thoughts. 
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I also met Ekobanken’s managing director, Annika Laurén, during my later years at 
the gymnasium. She then taught us the various associative forms such as 
foundations, co-operatives and associations, as well as limited companies. I enjoyed 
it at that time, but I didn’t think much more about it. 
 
After having finished school I studied Business and Economics at the University of 
Uppsala. I added courses on the various aspects of sustainable development.  
 
After my studies I worked as an IT-project manager for some years before switching 
to the management of a curative home for children. I also worked as self-employed 
consultant for some time. I had thought about Ekobanken as a potential place for me 
to work, but I didn’t expect to start there as early in my life as I did. It was by 
accident that I broke my hamstring and I had to scrap my plans to go trekking in 
Switzerland that summer.  I asked my old friend Paul Granstedt who works at 
Ekobanken if I could do something for them instead of being on sick leave. I couldn’t 
see myself being at home with a plastered leg the whole summer. I knew that 
Ekobanken had moved to Skäve farm and that they had an elevator that could bring 
me to the office. In this way it was possible for me to start working for Ekobanken, 
first part time from the summer of 2001. 
 
My personal focus now is to help Ekobanken to grow by acquiring new clients, to 
make us better known to a wider public with a modern and fresh appearance.  
 
We have many challenges, however. For instance, getting access to banking 
infrastructure is very difficult for a small bank in Sweden. All the major systems are 
practically owned by the largest banks. It is costly for a small bank to pay the 
required fee for accessing this infrastructure. To solve this we started a cooperation 
with one of the larger players which allows our corporate clients access to the major 
systems and services. But our current size prevents us from offering e-banking and 
credit card to our private clients. For them, we remain a bank for savings and loans 
rather than for transactions and a current account. But our goal is to grow and 
create the necessary resources and infrastructure to provide all our clients with 
more services. 
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Another challenge we face is to acquire larger institutions in the civil society, with 
similar aims as ours, as clients of the bank. If they used us as their bank to a larger 
extent, we would grow and in the longer run become an even more valuable partner 
to them.  
 
The third challenge is to find co-workers with the relevant combination of financial 
skills and a deep understanding of the underlying values of creating a more 
ecological, social and cultural society, that lies behind our business. Every person 
working for Ekobanken needs, in some way or another, to be an ambassador for our 
ideas. I am personally most proud of our projects that allow people who have bee 
outside the welfare system to be offered another chance.  
 
The projects where we can be one of the catalysts for personal growth are great to 
follow. 
 
In the future, I would like Ekobanken to be at the top of people’s minds when they 
talk about sound and stable banking. We could be the opinion leader in social 
banking in Sweden, although competitors will appear. I would like us to be 
considered the “original” social bank with the strongest values and the one that 
other banks would like to follow.  
 
In 2020 we will have a much broader range of products, both in connection with 
infrastructure and funds. I would like to see more offices in this vast country so that 
we can be closer to our clients. Our co-worker in Gothenburg is a step in this 
direction. 
 
I would also like to see more work around gift money, where we from Ekobanken 
should have our own institution for handling gifts. I would also like to have our own 
institution handling risk capital in place. 
 
Our world faces many challenges. In the larger context I consider poverty, the lack of 
clean water, the climate crisis and education the top challenges for all of us. I think 
we need to keep the larger challenges in mind when struggling with our own ones. 
The top challenges in Sweden are: 
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Nature – we always have underlying overuse of mother earth leading to climate 
crisis, decreasing bio-diversity, pollution etc, not to mention the threat of GMO crops 
entering agriculture and our food. But we also need to be prepared to handle the 
ever-present threats from volcanic activity, earthquakes and storms that can affect 
all people on this planet. The recent volcano on Iceland, for instance, has affected 
most parts of Europe and made us think about our travel habits. 
 
People – a growing number of people are outside our welfare systems because of the 
growing pressure put on the human being through the increasing pace in society, 
leaving more people behind. This is stressed by the fact that we are integrating more 
people into our old societal structures. This makes it necessary to create inclusive 
systems both on a larger scale in countries but also in our own institutions and in 
the companies we finance. In Sweden we have a large and strong public sector but 
this new era requires a stronger civil society. 
 
Culture – new ideas are necessary along with the institutions that are flexible 
enough to encompass new ideas. In a society where culture and education to a 
growing extent is part of business life we need to form havens for new, and 
unconventional, ideas to grow. We need a culture that will foster the future social 
entrepreneurs. We need a culture with more room for the initiatives within civil 
society, initiatives that are necessary in our new multi-ethnical society. 
 
Social banks would greatly benefit if money and banking could be discussed the way 
we talk about foodstuffs. When individual customers realize that it matters a lot to 
the world which bank they choose, then things will start moving. I think the role of 
banking needs to be discussed on an educational level in schools and at universities 
as well as in the debate in TV, radio, papers and magazines.  
 
I consider the rapid growth in regulation for banks, in most cases aimed at creating 
even larger institutions is the largest threat to social banks together with other 
relatively small banks. The costs of carrying through the regulations together with 
the increasing demands on infrastructure is the biggest threat to social banks. 
 
Networks play a very important role. They position the social banking movement as 
a financially successful movement with a sound future in mind. Another important 
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task is to build bridges between people and institutions within the movement itself. 
It is only by meeting each other that we can build confidence in our respective work 
and do something together. The social banking movement is tiny compared to the 
total financial market and therefore co-operation among us is necessary. 
  
I look forward to further networking, strengthening the role of social banking, on 
the financial market in particular, but also in the general society. Since all of us are 
relatively small compared to the really big banks I believe that we have to co 
operate more in the future. We have to co operate around capital, regulation, 
competence, PR, taking part in the debate and by financing more projects together. I 
believe that the banking group of INAISE has a key role to play in this context 
because it consists of banks that slowly but surely can build confidence in each 
other. 
 
I am inspired by the positive energies that surrounds Ekobanken. I enjoy seeing 
that, although small, we can create a real value for people, both for the projects we 
finance and for the depositors that apart from receiving a financial return on their 
money takes part in our transparent and social banking. Through our transparency 
many people get new insights into the initiatives that we finance. Our role is to 
create networks between depositors and lenders as well as among our loan clients. 
Together we are the “Ekobanken family.” 
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Cultura Bank: A Serious Business Without the Goal of Maximum 
Profits 

Jannike Østervold, Cultura Bank 
jannikeo@cultura.no 

www.cultura.no 
 
When I was only 21 years old, I applied for a summer job in Longyearbyen at 
Spitsbergen, 78 degrees north. After the summer I had planned to start a four year 
study of business economy, but I was so charmed by the arctic life and wanted to 
stay longer up North, so I applied for all kinds of vacant jobs. At last, I got a job in the 
local (very small) bank. I was actually the bank manager, as the other two women 
who already worked there did not want the job. I ended up being there for four 
whole years, during which time, I took a part time education in banking. I returned 
to Norway to study economics, and the one thing I was really sure of, was that I 
never intended to work in a bank again. Even so, my father persuaded me to finish 
the education in banking, and after six years of studying Economics at the University 
of Oslo, I worked as manager of an IT-department at the University of Oslo and then 
as a researcher at a large governmental institution.  
 
I have always been interested in music so when I became a mother, I was very eager 
that my children should learn to love music. I had heard that at the Waldorf school 
all the children got to learn how to play the violin, and I found that very interesting. 
Also I had had some friends that had attended a Waldorf School. They were all so 
creative – they became musicians, artists – and one got a doctorate in chemistry (but 
he was also a good cello-player.) So I decided to enroll my children at the Waldorf 
school in Oslo. At that time I was working  as a researcher analyzing the social 
security system, sitting at my computer all day, and feeling like a very small wheel in 
a very large machine.  I suspected that nobody would miss me for a long time if I was 
not there. My co-workers were nice people, the salary was good, but still, it was as if 
something was missing. What was the meaning of it all? Did I really contribute to 
something important with the work I was doing every day? 
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I was mentally open for change when I saw an advertisement in a magazine from the 
Waldorf  school, where this small alternative bank--Cultura Bank--  was looking for 
new employees. I decided to get in touch with them. After meeting me they decided 
to offer me a job, which I accepted – a decision which I have never regretted. 
Although my new salary was substantially lower than the old, I was all in all much 
more satisfied with my new job. And now I understood why my father had been so 
insistent all those years ago that I should finish my education in banking. Now, at 
last, I needed it. 
 
One of the charms of working in a small bank, is that every person is so important to 
the whole, and you have to be quite flexible. My work is never boring; something 
new is happening every day. 
 
During the twelve years I have worked here, I have had different responsibilities. 
First I worked with loans, then with marketing.  My main responsibility today is 
everything that has to do with IT, but I also take part in producing our magazine 
Pengevirke, both writing myself and coordinating the work. I am also a member of 
the marketing group as well as a member of the team of leaders, which consists of 
four people, including the bank manager. We have weekly meetings where we make 
decisions about all kinds of things concerning how everyday activities are to be run.   
I am also a member of the board, representing the employees. 
 
Although we have financed many good projects that each have impact on the 
society, I find that the most important contribution for our bank to the Norwegian 
society is that we actually have managed to run this bank successfully for over ten 
years, showing that it is possible to run a serious business without having maximum 
profit as a main goal. I think that many people who get in contact with the bank will 
get inspired to change their lives. Maybe not great changes at first, but small ones as 
a beginning. You cannot help getting influenced, I feel personally that I have a much 
less materialistic view on life now, after having worked in Cultura Bank since 1998, 
than I had before. 
 
Our major challenge is to grow without compromising our ethical profile.  We all 
agree that it would be a good thing to double or triple in size, because then we will 
be able to finance larger projects and we will be less vulnerable. But if we are to 
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grow fast, where will we find all the really good projects? The deposits? The capital? 
We should not be tempted to take in all kinds of customers just to grow. 
 
Right now the general low rate of interest creates a challenge, because the return we 
get on our liquid assets is correspondingly low and our income has therefore 
decreased. Our costs are quite high compared with conventional banks, both 
because we are small and because we have more manual routines.  We need to 
develop our “toolbox,” so we can get more efficient in the daily routines. We have 
accomplished some good things already, such as archiving most documents 
electronically.  So one of our main challenges is to get more efficient as we are 
growing, so we can accommodate all the new customers without having to employ 
many new people, and keep our costs down. 
 
But as more and more banks and financial institutions start to use words as “ethical” 
and “social responsible” in their marketing, it gets more difficult for the customers 
to see the difference between “the real thing” and the more cosmetic use of ethics in 
packaging quite ordinary products in unethical wrap. For example there is a new 
credit card in Norway, where the issuer donates 1% to an environmental fund. Some 
people think that this is a great thing for the environment, but what they really are 
doing is pushing credit cards on people, tempting them to use more money than 
they have got and hoping their customers will draw up their credit to the limits, so 
they can make a lot of money. 
  
Our best weapon against this is the transparency policy of the bank.  
 
I am very happy that we finance many organic and biodynamic farmers. I love to buy 
organic products and see our customers names on the labels. I am very interested in 
food and cooking, and projects that provide us with clean, healthy food are definitely 
my favorites. 
 
As for the future, I feel quite certain that Cultura Bank will still be here in 2020. By 
then, we will have grown substantially –(today we are 17 people) and maybe have a 
closer cooperation with other ethical banks and will have developed a broader 
range of financial instruments.  We will be experts on financing ecological housing.  I 
think it is very probable that I will still be working in Cultura Bank, and that the 
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work also in 2020 will never get boring because we develop and change and there 
are always new projects going on. 
 
Our culture as a whole needs a general change of attitude, away from greed. Most of 
us live in relative affluence, if you look at the world as a whole. We need to 
understand that it is a very good thing to have enough to satisfy our basic needs but 
it is not necessary to have as much as possible to satisfy our greed and it does not 
make us happier.  If we manage this, I think a lot of problems will get solved, and I 
think this is the main challenge. 
 
We spend too much of the worlds resources, and we need to change our most 
destructive habits: Reduce air travel and car driving , reduce meat eating, and 
repairing things that are broken instead of throwing them away. 
 
We need to reestablish the connection between the consumers and the 
manufacturers by following principles of fair-trade when dealing with other 
countries and strengthening local economies within our own countries. 
 
What really would benefit the social banks was if all banks had to follow a policy of 
transparence, so their customers could see which projects they had been financing.  
But I do not seriously think that this will ever happen. 
 
We are as for now the only social bank in our country, although there are other 
institutions that are working with microfinance in developing countries.  Both in our 
country and in many other countries the costs of entering into the banking 
infrastructure is very high and can be prohibitive for the small social banks, which 
normally do not promise their investors a very high return on their investments, 
and therefore may have problems in raising enough capital. A lower entrance fee 
would be a good thing. 
 
Most of our banks are quite small. When we stand together and form networks 
across the borders, it is easier to get the attention of both policymakers and the 
public. We show that it is possible to do business in another way, more caring and 
with less speculation. Through our networks we share good ideas.  
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Our banks can give people hope and inspiration and the motivation to change, 
through our policy of transparency. It is easier to make a good choice (put your 
money in an ethical bank) when you can see all the great projects that you take part 
in financing. 
 
I am inspired by the idea of social banking,  Kiva (people to people banking), 
YES!magazine, reading about what idealistic and hard working people have 
accomplished, Ecovillages. More generally  I get inspiration and energy from 
challenges (tell me that a problem is very difficult, and I immediately start to think 
how it can be solved), raw food, live classical music, spending time with positive and 
energetic people  and the ease of getting information about almost anything on the 
Internet . 
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“So Children Can Still Live on This Earth” 

Emmanuel Vuillod, SIDI 
e.vuillod@sidi.fr 

www.sidi.fr 
 

I'm an investment advisor for SIDI, the International Solidarity for Development and 
Investment Company, and in charge of partners in two countries, Burkina Faso and 
Kosovo. I'm 32 right now, and began to work for seven years ago, just after my 
master's degree in development economics.  I did an internship at SIDI, so I stayed 
there. I was very interested in microfinance, so while part of my studies was 
dedicated to microfinance, I wanted to look for a place in that industry.  I wanted to 
work not in France but more internationally because some microfinance institutions 
exist in France. SIDI was the only structure in France at the time which was doing 
that. 
 
Currently, I have two or three responsibilities.  Primarily, I'm an investment officer, 
so it means I have to identify partners. Sometimes this means we also offer technical 
support for a time without financial investment, and the financial investment can 
come after some time. At SIDI, we have two roles.  First, we have this financial role 
as investors and we also propose some technical support.  We are not doing the 
technical support in every field or area.  Not everyone is qualified for governance or 
for MIS or for other subjects.  So, we are kind of specialized in some subjects. I'm 
more dedicated to the follow-up and setup group methodology.  
 
In thinking about our successes and accomplishments, I would say that our 
successes lay I the fact that we have few financial failures, which is an 
accomplishment.  It means we have chosen good partners or we work with these 
partners in a good way.  So, that's a definite first accomplishment.  I would say 
another success is our concentration on rural services because in the world market 
finance a lot of structures are concentrated on urban areas. In order to be financially 
sustainable we have to work with the support from investors, from solidarity 
investors who share a part of their revenues with SIDI for technical support.  That 
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allows us to do more work in difficult zones such as rural areas.  I think that's a real 
challenge, but it's also a real success to be able to work with these areas. 
 
And when we talk about partners, we normally work with microfinance institutions 
in rural areas but also with peasants' organizations. We are beginning to also work 
with small firms which are working in rural areas but are in relation to peasants 
organizations.  With these kind of firms we are beginning to finance exportations of 
biological or organic products and/or fair-trade products to Europe or other 
countries.  
 
One of our biggest challenges is to continue working with rural areas. It’s difficult 
and we are only beginning to work with small firms in this field.  So, we feel what we 
have done in rural areas is not sufficient, but we have to find more ways to support 
and develop the revenues of people in rural areas because life's still difficult for 
them and it's worth exploring more solutions. We are, for instance, exploring ways 
to supply solar panels for rural electricity. Without electricity, it’s very difficult for 
farmers to operate, to change their crops and so forth. " So, we have to think a bit 
more globally to get sometimes integrated solutions with some microfinance 
institution, with some peasant organization, with some firms, with some electricity.  
And a lot of work still remains to be done. 
 
Looking ahead, we ask ourselves, how to go about our work with surface groups. 
Our strategies are not fixed for the future, but from what I see, I think we should 
keep a very diverse portfolio of investments with microfinance, with peasant 
organizations and with firms.  We should keep these diverse investments because 
it's the integration of services which can make life better in some areas or 
contribute to this better life because we are also very small. 
 
It also would be interesting to work with other countries. For example, we don’t 
operate in countries like Cameroon or Chad or the Philippines or in Asia.  In Latin 
America we currently operate in most of the countries, but there is room to grow. 
Growing is still something our organization likes to do, so I think we also want to 
grow a little bit in the future. 
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In thinking about the role of the social banks network in our work, I would like to 
see within the context of globalization of finance, social banks and their networks, 
some proposals for regulations concerning the finance system. The instability that 
this current crisis has caused has done a lot of damage.  So, I believe it's the role of 
social banks to propose a way of finance which is different from these traditional 
kinds of financing that could bring more stability to the system and to the people.  
For example, for our finance, SIDI is proposing loans in local currencies.   
 
SIDI takes the risk of devaluations, and doesn’t impose this risk to the microfinance 
organizations it finances.  This is just a service, not regulation. However, it's 
something social banks and maybe the networks could do besides, of course, 
promoting values and the traditional values.  Maybe one other important thing these 
social bank networks could do is to take care of the growing inequalities. In fact, 
countries' inequalities are growing, and it's kind of trepidation to me, and I think we 
should act in this way. 
 
I continue to be inspired by the work because working with the successor groups, 
for example, is very enriching.  We don’t work purely with directors of some of the 
microfinance institutions. We prefer to work more in the base, and it's really 
enriching and inspiring to be working on solutions. I'm pretty aware of the steps we 
should take so that the children still can live on our earth. So, while this work is a 
risk, it’s also inspiring because some technologies and social initiatives in these 
fields are very interesting.  I'm very close to these movements. 
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