
 1 

 

 

 

 

 
 

 

 

Evaluating the Potential Role of Sustainable Banking as 

a Vehicle for Socio-economic and Environmental 

Development1 

 

 
 

Policy Paper
2
 

December 2011 

 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
1 Corresponding Author: Eoin.McLoughlin@environ.ie 
2
 Comhar SDC policy papers contain preliminary research, analysis, findings, and recommendations. They 

are circulated to stimulate timely discussion and critical feedback and to influence ongoing debate on 
emerging issues of relevance. 
 



 2 

 

Acknowledgements 

 
Comhar SDC would like to gratefully acknowledge and pay recognition to those people that have 

contributed their expertise and provided valuable input to this report. First of all to the Comhar 

Council members and particularly Mairead Cirillo (Small Firms Association), Sue Scott 

(Economic and Social Research Institute) and David Korowicz (FEASTA). There interest in the 

project and insights were most appreciated. I would also like to express my sincere thanks to 

Matthew Kennedy (Sustainable Energy Authority of Ireland) and Paul Harris (Bank of Ireland) 

for their expert contributions along with the useful information provided by Dermot O’Sullivan 

(Bank of Ireland), Jacqui McCrum (Allied Irish Bank) and Pauline McKiernan (Ulster Bank). 

Finally, I would like to acknowledge the direction and guidance provided by Mairead Ryan 

(Director of Comhar SDC) throughout the course of the project. 

 

 

 

Eoin McLoughlin, 

Research Director, 

Comhar SDC. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 3 

1. Context 
 
 

“Only by changing finance, we will be able to finance change.” 

 
- Peter Blom, CEO of Triodas Bank upon accepting his invitation to join the Club of 

Rome, July 2010. 

 

1.1 Introduction 

 
The global financial crisis and the subsequent banking failures have left many people ambiguous 
towards the current financial system. This is not surprising considering that such developments 
precipitated the sharp demise of the Celtic Tiger and indebted the Irish nation with a legacy that 
will take some time to overcome. It also begs the question as to whether there may be alternatives 
to the existing banking mainstream that offer different perspectives and values as to how finance 
can be used in a more sustainable way and not predominantly focused on short-term profit-
making to the detriment of society at large.  
 
With that in mind, the aim of this policy paper is to provide an overview of developments in 
relation to the area of sustainable banking and assess the potential role that financial institutions 
can play in socio-economic and environmental development. It has been argued that such bodies 
are needed to address market barriers associated with investing in a low-carbon and resource 
efficient society and also to enable individuals and businesses to use money more consciously in 
ways that benefit people and the environment and which promotes sustainable development. In 
undertaking the analysis, the paper draws on existing international examples and case studies and 
seeks to build on best practice found in other countries that are leading the way in this field. It is 
intended that this policy briefing will help stimulate further debate, dialogue and innovation 
around these emerging ideas.  
 
Although it is important to consider the wider picture in relation to the role of finance in 
achieving sustainable development, this paper mainly focuses on the commercial banking sector 
and therefore does not address other key areas of the finance industry such as the investment and 
insurance divisions. To undertake this further work would require more detailed analysis that is 
beyond the scope and capacity of this initial assessment. 
 
The overarching objectives of the paper are as follows:  
 
� To outline and explain the concept of sustainable banking; 
� To make the case and rationale as to why sustainable banking should be looked at as an 

alternative to the mainstream; 
� To highlight and demonstrate international best practice in this field; 
� To examine the current and potential role of the public and private sector in relation to 

providing sustainable banking in Ireland; 
� To identify potential options on how sustainability could be embedded in the banking sector.  
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1.2 National Policy Context 

 
Financial Crisis 

 
Ireland, like many of our European partners, has suffered badly as a result of the global economic 
downturn. However, the extent and scale of the financial crisis has had more profound 
implications in a country with such an open economy and one which became overly dependent on 
the construction sector for employment and revenue generation. Following the collapse of the 
housing boom during 2007, government finances started to come under increasing pressure. By 
mid-2008 the impact of the property crisis had resulted in rising unemployment and increasing 
government deficits. In November 2010, Ireland became the second European member state after 
Greece to seek an EU/IMF bailout after the bond markets downgraded the country’s 
creditworthiness to a point where the Government was unable to borrow to raise its own funds.  
 
At the heart of the problem has been the Irish banking sector which became over exposed to the 
Irish property market and which came under severe pressure once the global financial crisis hit. 
Their precarious situation forced the State into a position of having to bail out the Irish owned 
banks and provide them with sufficient capital liquidity. This resulted in a national crisis with the 
Government on several occasions being required to pump more money into the insolvent banks at 
the expense of the taxpayer. The ‘stress tests’ have attempted to put a final figure on the cost of 
the bank bailout and provide some certainty to the markets as to the absolute requirements needed 
to recapitalise the banks. The Government at the same time has announced plans to reform the 
banking sector which includes consolidating the existing Irish banks into two remaining “pillar” 
institutions3. 
 
As a consequence of these developments, it is understandable that many people have lost a certain 
amount of confidence in our existing banking system amid the imprudent lending practices that 
contributed to Ireland’s current difficulties. The Programme for Government 2011 echoes this 
sentiment by highlighting the need ‘to make our banking system an engine of economic recovery 
by restoring public and market confidence in its financial health, management competence and 
ethical integrity4.’ In fact, although unwelcome, the current banking crisis affords us the 
opportunity to reassess what it is we wish to use finance for and to consider whether there may be 
alternative models that offer a different perspective.  

 
 
National Recovery Plan and NewERA 

 
The National Recovery Plan 2011-2014 provides the framework for returning the Irish economy 
to the path of sustainable growth and restoring the public finances. It sets out the areas which will 
contribute to economic development and employment creation and specifies the programmes and 
measures that the Government will put in place to ensure growth in those key sectors is achieved. 
One of the sectors referenced in the plan for development is the green economy with job creation 
possibilities identified in areas such as energy, waste, water and the establishment of a Green 
IFSC (GIFSC). In addition, as an action point under the plan the Government is committed to 
‘exploiting the potential of green financial services’5. 
 

                                                 
3 See http://www.finance.gov.ie/viewdoc.asp?DocID=6749&CatID=79&StartDate=1+January+2011 
4 Government Publications (2011), Government for National Recovery 2011-2016 pg.6. 
5 Government Publications (2010), The National Recovery Plan 2011-2014 pg.44. 
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The Government’s own plan for economic development and investment, NewEra, provides for an 
investment programme in key networks of the economy to support demand and employment in 
the short-term, and to provide the basis for sustainable, export-led jobs and growth for the next 
generation. This includes investment in a number of areas relating to the green economy, 
including a new water network, a 21st century ‘smart grid’ and bio-energy and forestry. These 
investments are to be managed and financed by a New Economy and Recovery Authority 
(NewERA) which will operate under the National Treasury Management Agency.  

 
 
Challenging EU Targets on Climate Change and Energy 
 
Ireland, as an EU member state, is subject to meeting targets which have been set as part of the 
EU Climate Change and Energy Package. The EU targets to be achieved by 2020 include: 
 
� 20% reduction in greenhouse gas emissions based on 1990 levels6 
� 20% of final energy consumption7 to be produced by renewable energy resources 
� 20% improvement on energy efficiency 
 
The implications of this package for Ireland are significant. As a member of the European 
Community, Ireland is legally bound to meeting the new targets that have been set for greenhouse 
gas emissions and renewable energy. These targets are without question challenging and cut 
across all sectors of the economy. The greenhouse gas emissions target is divided between those 
sectors involved in emissions trading (mainly power generation and large industry) and those 
sectors outside of the scheme (mainly transport, agriculture, waste and buildings). For the non-
trading sector, Ireland has been allocated a demanding reduction target of 20% on 2005 levels to 
be achieved by 2020. For renewables, Ireland has been assigned an equally challenging target for 
renewable energy to constitute 16% of final energy consumption by 20208.  
 
The achievement of these targets will require significant investment in developing the 
infrastructure (grid, interconnection, electric vehicle charging points etc.) needed for building a 
low-carbon and resource efficient economy and also putting in place and delivering the necessary 
policy support mechanisms (feed-in tariffs, grant programmes etc.) to address market barriers and 
incentivise technology adoption9. The scale of the challenge is such that both private and public 
sector capital is required to finance the transition and deliver the required level of investment.   

 
 
National Sustainable Development Strategy 
 
The first National Sustainable Development Strategy was published in 1997 and led to progress in 
the development and implementation of policies and action across most sectors. However, key 
challenges remain across policy areas, governance, implementation mechanisms and measuring 
and communicating progress. A new Framework for Sustainable Development in Ireland (FSDI) 

                                                 
6 30% reduction if the international community signs up to undertake similar commitments 
7 Final Energy Consumption in the Renewables Directive is defined as the energy commodities delivered 
for energy purposes to manufacturing industry, transport, households, services, agriculture, forestry and 
fisheries, including the consumption of electricity and heat by the energy branch for electricity and heat 
production and including losses of electricity and heat in distribution. 
8 The latest figures available for 2009 show Ireland currently at 4.9%. 
9 Estimates of the scale of investment required in the UK to meet these targets range from £200 billion to 
£1 trillion over the next 10-20 years. 
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is under preparation and will seek to identify areas where further effort is required and will put 
forward practical measures aimed at achieving added value in key sectors. It also intends to set 
out proposals for the effective implementation of the Framework and proposed performance 
indicators which will measure progress on sustainable development. The FSDI will serve as a key 
national policy driver to ensure that sustainable development concerns are taken into account and 
acts as an important input to policy formulation.  

 

 
1.3 International/EU Policy Developments 
 
EU Policy Initiatives on a Low-Carbon Economy and Resource Efficiency 
 
The European Commission (EC) has adopted a Roadmap for transforming the EU into a 
competitive low carbon economy by 2050. The Roadmap describes a cost-effective pathway to 
reach the EU's objective of cutting greenhouse gas emissions by 80-95% of 1990 levels by 2050. 
It estimates that building a low carbon EU economy will require, over the next 40 years, 
additional annual investment equivalent to 1.5% of EU GDP (€270 billion) on top of overall 
current investment of 19% of GDP. The benefits from such an investment result from reducing 
Europe's dependence on energy imports, and thus its vulnerability to potential oil price shocks, 
and in stimulating new sources of growth and employment. 
 
The EC has also launched its Flagship Initiative and Roadmap on Resource Efficiency. This 
serves as a guiding principle for EU policies in a number of different areas such as energy, 
transport, climate change, industry, agriculture and biodiversity. By using synergies across these 
different policy-areas, the strategy plans to help meet a variety of EU objectives, from reducing 
European greenhouse gas emissions to reforming the agricultural and fisheries sectors, from 
reducing food insecurity in developing countries to making the Union more resilient to future 
rises in global energy and commodity prices.  
 

 
International Developments 
 
On the international front, negotiations will continue to try and reach an agreement on global 
climate change commitments at the U.N. backed climate change conference (COP 17) taking 
place in Durban in December 2011. This should continue the process of negotiation for a post-
2012 Kyoto framework and result in developed countries committing to significant greenhouse 
gas emission reductions. The findings from the Fourth Assessment Report of the 
Intergovernmental Panel on Climate Change show that an 80-95% reduction in industrialised 
countries’ greenhouse gas emissions from 1990 levels is required by 2050 in order to reduce the 
risk of dangerous and potentially catastrophic climate change. The international community is 
also gearing up to mark the 20th anniversary of the Rio Earth Summit in 2012. Despite significant 
progress since the concept of sustainable development entered international debate, the problems 
discussed at Rio still endure. Unsustainable trends in relation to climate change and energy use, 
land use, threats to public health, poverty and social exclusion and biodiversity loss still persist, 
while new challenges have emerged.   

 
Some developing countries are also pushing ahead with their own plans for sustainable 
development. China’s 12th Five Year Plan (FYP) covering the period 2011-2015 has been hailed 
as the ‘greenest FYP in China’s history’ and contains a series of social and economic objectives 
to be achieved by 2015. One-third of these are targets relating to natural resources and 
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environmental issues, designed to build sustainable development practices into Chinese 
industries. The new targets intend to lower energy intensity by a further 16% over the next five 
years. Other goals include China’s ambition to boost the proportion of non-fossil fuels in overall 
primary energy use from the current 8% up to 11.4%; to cut CO2 emissions by 17% overall; and 
to reduce major pollutant emissions, such as heavy metal and chemical waste from manufacturing 
processes, by around 8% to 10%10. 

 

 
1.4 Summary 

 
There are a number of significant developments taking place at both a national and international 
level that are acting as driving forces towards creating a paradigm shift in how we seek to grow 
our economies and increase our overall standard of living while at the same time managing to live 
within our ecological means. This includes prioritising efforts to develop the green economy that 
not only provides job opportunities but also helps to sustain and advance environmental and 
social well-being. Such a transformation requires significant amounts of capital investment in 
order to make it happen. At the same time, the financial crisis has prompted many people to 
reassess the role of finance and how best it can be used to address the most pressing challenges of 
our time. This confluence of factors provides an ideal opportunity to evaluate the contribution 
that sustainable banking can make to the process in order to provide the financing necessary to 
meet current and future challenges. Simultaneously it is equally as important to get the prices 
right so that the polluter pays principle is fully reflected and ensures that the business case is there 
to attract the required level of capital and investment. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
10 See http://www.china-briefing.com/news/2011/04/05/12th-five-year-plan-hailed-as-greenest-fyp-in-
chinas-history.html 
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2. Concept of Sustainable Banking 
 

 

2.1 What is Sustainable Banking? 

 
As intermediaries between borrowers and lenders, financial institutions hold a special position in 
an economic system. The extent and significance of this role cannot be overstated as evidenced 
by the recent financial crisis where the Irish Government had to intervene to rescue insolvent 
banks from going bust. In fact, the crisis provided a clear demonstration of just what 
‘unsustainable banking’ looks like: too much irresponsible lending to businesses and individuals 
who could not afford to repay their debts and too much focus on risky derivatives and structured 
products.  
 
As an outcome of the crisis, new regulations for the banking sector are being discussed and 
implemented in order to prevent similar events from happening in the future. These regulations 
are focused on limiting the potential negative impact that the financial sector can have on the 
economy. The underlying difference between these financial institutions and what are classed as 
‘sustainable banks’ is that the latter turn this perspective around to see how they can use their 
special position in the economic system for addressing some of the most pressing challenges of 
our time such as poverty alleviation and climate change. 
 
So with this in mind, what exactly is sustainable banking? In essence, it is a philosophy that 
underpins everything about banking, a value system that says a bank’s commercial activities must 
not only benefit its staff and shareholders, but also its customers and the wider economy, while at 
the same time preventing, or at least minimising, any undue effects on society and the natural 
environment. It also requires banks, where appropriate, to be proactive and take steps to improve 
society and the environment. For example, banks can play an influential role in encouraging the 
shift to a low-carbon society – providing access to capital and measuring risk of investments. 
Considering environmental and social factors in those investment decisions can have a significant 
role in shifting the global economy toward sustainable business practices (SAS, 2010). 
 
According to research currently being conducted at MIT11, there are generally considered to be 
five levels in the classification of sustainable banking which are summarised in Table 1. These 
include: 
 
Level 1 → Unfocused corporate activities 
Level 2 → Isolated business projects or business practices 
Level 3 → Systemic business practices 
Level 4 → Strategic ecosystem innovation 
Level 5 → Intentional (purpose-driven) eco-system innovation 

 
To be considered a sustainable bank requires attaining and operating at Level Five in the 
classification. This is where the sole purpose of the bank is to bring about positive societal and 
environmental change by focusing its operations on the core challenges of our time.   

 
 
 
 

                                                 
11 See http://www.gabv.org/news/2010-03-buildinganeweconomy.htm 
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Table 1: Classification of Sustainable Banking 

 Five Levels of Sustainable Banking 

Level 1 At this level, banks sponsor ‘green’ events and undertake public relations activities 
that are not related to the core business of the company (‘greenwashing’). 

Level 2 Banks develop isolated products or activities that they add to their conventional 
banking portfolio. These account for only a small percentage of total business 
activities.  

Level 3 At this level, social and environmental principles and practices underlie most of the 
banks’ products and processes. The focus on positive social and environmental 
impact is a core dimension of every business activity.  

Level 4 Social, environmental, and financial sustainability does not end at the boundaries of 
the individual transaction. The success of social and environmental transformation 
requires participation from the larger system a bank and its clients operate in. 
Strategic eco-system innovation broadens the focus of the bank’s activities from its 
own direct client interaction to include the larger system or eco-system.  

Level 5 At level 5, a sustainable 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. 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 environmental impact). 

Source: Adapted from Kaeufer (2010) 

 
The Global Alliance for Banking on Values12 considers a sustainable bank to be either a publicly 
or privately owned financial institution whose central mission is investment in a society that 
values human development, social cohesion and responsibility for our natural environment. 
Generally it adheres to the following principles:  
 
� Using money as a tool for enhancing the quality of life through human, social, cultural and 

environmental development;  
 
� Responsibility for the long term impact of efforts to improve interdependent environment and 

communities;  
 
� Transparency, trust, clarity, and inclusiveness in delivering sustainable finance products and 

services.  
 
There are multiple examples of sustainable banks currently in operation throughout the world. A 
number of these are members of the Global Alliance for Banking on Values. This independent 
network of fourteen of the world's leading sustainable banks was launched in 2009 in the 
Netherlands with the banks involved committing to support the expansion of $2 billion in lending 
to underserved communities and green projects around the world. Appendix 1 provides more 
information on this Global Alliance and the participating financial institutions.  

 
 
 
 
 

                                                 
12 See http://www.gabv.org/ 
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2.2 What Type of Products and Services do Sustainable Banks Offer? 

 
Although business models may vary, sustainable banks all use banking products to deliver 
sustainable development for individuals and communities. They offer straightforward, inclusive 
and transparent banking products and services for individuals and businesses, providing savings 
and investment opportunities for their clients. They finance entrepreneurs, companies, and other 
organisations delivering long-term benefits for people, communities and the environment. While 
their members and clients are not immune to the impact of financial crises, they offer compelling 
evidence that a values-driven approach to banking is a viable alternative to current mainstream 
banking business models.  
 
The standard type of products and services that sustainable banks would generally offer include: 
 
� Financing projects with sustainable development goals; 
� Using their shareholder power to improve the social, environmental and governance 

performance of the companies in which they invest; 
� Refuse investment opportunities based on ethical concerns; 
� Provide for transparency and openness in their banking operations; and 
� Show leadership through putting in place a sustainability policy within their own 

organisation. 
 
The following two sections assess in more detail some of the finance mechanisms and governance 
arrangements used by both public and private sector bodies in other countries to support and 
deliver on sustainable development goals and considers whether these same instruments and 
administrative structures could be deployed in Ireland. 
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3. Role of the Public Sector and Sustainable Banking 
 
 

“Our guiding philosophy commits us to sustainability. Environmental and social 

guidelines to implement this framework were developed that apply to all areas of the 

bank; they ensure that promotional projects in Germany and abroad that we co-finance 

do not present any unacceptable environmental and/or social risks.” 

 
- Dr Ulrich Schröder, Chairman, KfW Bankengruppe, Sustainability Report 2009 

 
 

3.1 Introduction 

 
The public sector has a key role to play in creating the right policy framework and environment 
that supports sustainable development and which encourages and stimulates private sector 
investment. This includes putting in place the appropriate regulatory structure and procurement 
procedures and through using fiscal measures in order to incentivise behavioural change. One of 
the most compelling cases for public intervention is the need to scale up investment in the low-
carbon economy in order to meet international and EU targets and support green enterprise 
opportunities. A well structured public sustainable bank is one potential option to help address 
current market failures and barriers through use of innovative finance mechanisms. It can also 
help to leverage private sector investment and provide a focal point for policy activity. 

 
 
3.2 Review of Public Finance Mechanisms 

 
Supportive regulatory and tax policies are important in the development and financing of new 
technologies, however, these alone are not always enough to create the environment needed for 
investing in sustainable development projects. For this reason, the use of public finance 
mechanisms has been deployed in many countries as a means to stimulate investment and activity 
in a range of different sectors. The objectives of these public finance mechanisms are to mobilise 
and leverage private financing, build commercially sustainable markets and increase capacity to 
deliver sustainable development projects. 
 
These public finance mechanisms can take many different forms and include the following: 
 
� Grants – to share project development costs; 
� Debt financing; 
� Private equity funds – investing risk capital in companies and projects; 
� Venture capital funds – investing risk capital in technology innovations; 
� Carbon finance – provide facilities that monetise the advanced sale of emissions reductions to 

finance project investment costs. 
 
Table 2 presents a summary of these various finance instruments and the barriers which they 
address. Examples are also provided of existing policies and programmes in other countries 
where these mechanisms are currently being used and that serve as case studies for possible 
replication and adoption. 
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 Table 2: Summary of Public Finance Mechanisms 

  Mechanism Description Barriers Example 

Credit Line 

for Senior 

Debt 

Credit line provided to 
banks for on-lending to 
projects in the form of 
senior debt 

Banks lack funds and 
have high interest rates 

Thailand energy efficiency 
revolving fund; CORFO 
credit line programme 

Credit Line 

for 

Mezzanine 

Debt 

Credit line to banks for 
on-lending to projects 
with subordinated 
repayment obligations 

Debt-Equity gap, 
whereby project 
sponsors lack 
sufficient equity to 
secure senior debt 

E+Co CAREC Fund, 
FIDEME Fund 

Guarantee Shares project credit 
(i.e. loan) risks with 
banks 

High credit risks, 
particularly 
perceived risks  

IFC/GEF Hungary Energy 
Efficiency Co-Financing 
Programme 

Project Loan 

Facility 

Debt facilities organised 
by entities other than 
commercial banks and 
providing project 
financing to projects 

Banks unable to 
address the sector 

India Renewable Energy 
Development Agency; 
Bulgaria Energy Efficiency 
Fund 

D
eb

t 

Soft Loan 

Programmes 

Provide debt capital at 
favourable interest rates 

Financing gap during 
project development 
stages 

Massachusetts’ Sustainable 
Energy Economic 
Development Initiative 

Private 

Equity Fund 

Equity investments in 
companies or projects 

Lack of risk capital; 
restrictive 
debt-to-equity ratio 

ADB Clean Energy Private 
Equity Investment funds 

E
q

u
it

y
 

Venture 

Capital Fund 

Equity investments in 
technology companies 

Lack of risk capital 
for new technology 
development 

China Environment Fund, 
Carbon Trust VC Fund 

C
a

rb
o

n
 

Carbon 

Finance 

Monetisation of future 
cash flows from the 
advanced sale of 
carbon credits to 
finance project 
investment costs 

Lack of project 
development capital; 
lack of cash flow for 
additional security; 
uncertain delivery of 
carbon credits 

ADB Asia Pacific Carbon 
Fund  

Project 

Development 

Grants 

Grants “loaned” 
without interest or 
repayment until 
projects are financially 
viable 

Poorly capitalised 
developers; costly 
and time consuming 
development 
process 

Canadian Green Municipal 
Funds 

Loan 

Softening 

Programmes 

Grants to help banks 
begin lending their own 
capital to end-users 
initially on concessional 
terms 

Lack of banks interest in 
lending to new 
sectors; limited 
knowledge of market 
demand 

MNRE/IREDA 
SWH interest 
subsidy 
programme, UNEP 
Indian Solar Loan 
Programme 

In
n

o
v

a
ti

v
e 

G
ra

n
ts

 

Grants for 

Technical 

Assistance 

Funds aimed at building 
the capacities of market 
actors. Technical 
assistance programmes 
include marketing, staff 
training and incubation 
costs  

(i) lack of investment 
ready project 
(ii) lack of skills and 
knowledge among 
market actors 

GEF, WB, ADB, 
UNEP, UNDP TA 
Programmes 
Carbon Trust Incubator 
Programme 

Source: UNEP (2008) 
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3.3 Potential for a Publicly Backed Sustainable Investment Bank 

 
Support for the concept of a publicly owned sustainable investment bank has been building in 
many countries for some time. In the UK, a number of different reports have called for the 
establishment of such an institution in order to finance the transition to a low carbon 
economy13,14,15. Similarly, in the US, a non-profit organisation has been formed called ‘Coalition 
for Green Capital’ that backs the creation of a federal Green Bank and the concept has also 
received support amongst the policy think-tank community 16. In Ireland, it has been 
acknowledged that such an institution may have a key role to play for example in providing 
financing arrangements for the retrofitting of the existing housing stock or in extending credit for 
clean technology projects and new business ventures17,18.   
 
The case and rationale for establishing a sustainable investment bank has received much 
attention. It has been argued that the current financial system is not geared or resourced 
adequately to deal with the significant challenges that lie ahead. For example, financing low 
carbon technologies and energy efficiency projects of the scale required demands a specialised 
knowledge of the area and the technologies concerned. From an economies of scale perspective it 
also makes sense to rationalise and streamline available resources together rather than having 
them dispersed over a range of different bodies. Furthermore, as these technologies by their 
nature tend to carry greater short term risks to the private investor than existing conventional 
energy, the government has to look at all means possible to reduce the costs of those risks in 
order to attract private investment. That is where the use of public finance mechanisms can have a 
key role to play. 
 
Specifically, the hurdles a sustainable investment bank can potentially help overcome are: 
 

• The risk resulting from fluctuating fossil fuel and carbon prices; 

• The still debilitating credit crunch and high cost of capital; 

• The need for large-scale, predictable financing; 

• The lack of a financing track record for new low-carbon technologies; 

• The lack of scalable and standardised finance models for existing energy-efficiency 
technologies. 

 

Existing grant schemes and tax incentives are important, but they are not the panacea given the 
scale of the transition ahead and the financing obstacles that must be overcome. As grant 
programmes and tax incentives are subject to extensions by government they also lack the 
certainty that medium to long-term debt financing requires. A sustainable bank could potentially 
provide the flexibility so crucial in addressing critical barriers to investments. 
 
If a publicly backed sustainable investment bank were to be established, it is important that it 
would only provide finance where market barriers prevent the private capital market from doing 
so as otherwise it would simply be displacing private investment, or ‘crowding out’. Some of the 
possible roles for a sustainable investment bank include: 

                                                 
13 Royal Bank of Sustainability (2009). Available at: 
http://www.wdm.org.uk/sites/default/files/RBSreport19102009.pdf 
14 Green Alliance (2009), Establishing a Green Investment Bank for the UK. 
15 Aldersgate Group (2009), Financing the Transition 
16 Center for American Progress (2009), The Green Bank. 
17 See IIEA (2009), Greenprint for a National Energy Efficiency Retrofit Programme. 
18 See ICTU (2009), GREEN SHOOTS – Maximising Job Creation in the Green Economy. 
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• Helping to structure, in partnership with the private sector, the financing of major projects to 
deliver the energy, transport and other infrastructure investment necessary to enable the 
delivery of the smart green economy; 

• Providing some initial capital or guarantees, as part of multi-bank project financing for large-
scale renewable energy, if it is clear that the private capital markets are unwilling to take on 
the whole risk; 

• Working closely with both government policy makers and the investment community to 
come up with innovative ways to finance energy efficiency, domestic retrofitting, large and 
small-scale renewables, grid improvements and public transport links that will be required to 
deliver a low-carbon society; 

• Providing loans, equity or venture capital to companies seeking to bring a proven and 
demonstrated low carbon technology, project or service to full commercialisation; 

• Offering innovative products to its customers such as green SSIAs in the case where the bank 
is allowed to raise its own capital;  

• Providing advice to Government on matters relating to green financing. 

 
 
3.3.1 Existing Business Models 

 
UK Green Investment Bank 
 
The UK Budget 2010 signaled the Government’s plans for the establishment of a commercially 
independent Green Investment Bank (GIB). It was proposed that the bank would be set up with 
an initial budget of £2bn and a mandate to invest in low-carbon infrastructure. Since February 
2010, the Green Investment Bank Commission (GIBC), serving as an independent advisory group 
brought together by the Chancellor of the Exchequer, has been working to identify how Britain 
can better support and accelerate the private sector investment required to deliver the UK’s 
transition to a low carbon economy. The Commission produced their first report in June 2010 
which provides a blueprint for the early establishment of a Green Investment Bank to address 
current market failures and barriers to investment. 
 
In its report19, the Commission recommends that the GIB be charged with: 
 
� Identifying and addressing market failures which are limiting private investment in carbon 

reduction activities; 
� Providing coherence to public efforts to support innovation in relation to climate change by 

rationalising existing Government-established bodies and funds; 
� Advising on financing issues in central and local government policy making. 
 
The UK Budget 2011 and a subsequent progress report20 published by the Business Secretary 
provided further details on the Government’s plans for the Green Investment Bank. It will 
become fully operational in 2012-13 with an initial capitalisation of £3 billion. From 2015-16 
onwards the bank will be able to borrow money and raise capital of its own accord provided the 
government’s debt target is met. Initial sectors which have been targeted for investment include 
offshore wind, non-domestic energy efficiency and waste.  
 

                                                 
19 Green Investment Bank Commission (2010), Unlocking investment to deliver Britain’s low carbon 
future. 
20 HM Government (2011), Update on the design of the Green Investment Bank. 
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The GIB will initially be owned by the Government and will operate as a separate institutional 
unit with full independence. Its governance model will allow for a possible eventual transfer of 
ownership from Government to the private sector of some or all of its activities. It will offer a 
broad range of products tailored to the needs of different sectors. The initial product mix is 
envisaged to consist of equity and debt instruments designed to address specific financing needs. 

 
   
KfW Bankengruppe 
 

KfW Bankengruppe is an example of an existing publicly backed financial institution that has a 
strong mandate to support projects and programmes that have sustainable development as a 
guiding principle. The bank was originally founded in 1948 as a Promotional bank of the Federal 
Republic of Germany and received funding under the Marshall Plan. Due to its public ownership 
and government guarantee it has a ‘AAA’ credit rating which enables it to raise new funds from 
the capital markets at beneficial rates. However, it does not raise finance from private individual 
investors.   
 
KfW Bankengruppe gives impetus to economic, social and ecological development worldwide. 
As a bank owned by the German government and the federal states, KfW gears its decisions 
towards the goal of sustainable development in line with the sustainability strategy of the German 
Federal Government. It lends to commercial banks, who in turn lend to households, community 
groups and small businesses for environmental, climate change and other schemes which meet the 
previously Government-approved criteria for loans. 
 
It has set up a comprehensive environmental management system with guidelines for all fields of 
activity. Based on this, KfW promotes environmental investments, assesses the environmental 
impact of its finance projects and makes sure that its offices are run to environmental standards. 
In its Sustainability Reports21, KfW presents its activities in environmental and climate protection 
and reports on all activities that fall under the heading of ‘sustainable action’. In 2009, 
approximately 28% of KfW’s overall business volume (€20 billion) went to projects operating in 
the area of sustainable development which was an increase of 20% from 2006 levels. 
 
KfW, on behalf of the German Government, supports energy efficiency in housing. It launched 
the "Housing, Environment, Growth" initiative in 2006, which primarily funds building retrofit 
measures that lead to energy savings and the construction of new, low-energy homes. The 
initiative was highly popular from the start. In the years 2006 and 2007 promotional loans totaling 
€32.9 billion were granted for such modernisation measures.  
 
KfW developed a 'sustainability indicator' in 2007. The indicator was recast and extended in 2010 
and uses a wide range of sub-indicators, some of which are part of the federal government's 
sustainable development reporting. The aim of the indicator is the yearly progress assessment of 
sustainable development in Germany. It monitors trends over time in economic, environmental 
and social aspects of sustainability. KfW uses its sustainability indicator in order to increase 
public awareness of the importance of sustainability as a political and economic consideration 
and as a tool for internal evaluation of the sustainability of its loan schemes. 
 
 

                                                 
21 KfW Bankengruppe (2010), Sustainability Report 2009. 
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KfW is also involved in providing funds through the EU’s ELENA programme. This supports 
local and regional authorities in the financing of sustainable energy projects. The new KfW-
ELENA facility offers a complementary approach in order to mobilise sustainable investments of 
small and medium sized municipalities and, where appropriate, Energy Service Companies 
(ESCOs). It consists of three innovative financing schemes: 
 
• Grant subsidy from the European Commission for Technical Assistance; 
• Global loans to local participating financial intermediaries (PFIs) in order to target smaller 

investments (volume up to €50 million); and 
• Carbon crediting as a new financing element. 

 
 
Clean Energy Finance and Investment Authority 
 
The State of Connecticut in June 2011 passed wide-ranging legislation that among other things 
will see the establishment of the first state-level green bank in the US. The enacted Bill revamps 
the state’s existing clean energy fund to create a quasi-public green bank called the Clean Energy 
Finance and Investment Authority (CEFIA). CEFIA’s mission is to promote, develop and invest 
in clean energy and energy efficiency projects in order to grow jobs, strengthen Connecticut’s 
economy, protect community health, improve the environment, and promote a secure energy 
supply for the state. The Bill allows CEFIA to: (1) finance energy efficiency projects; (2) support 
projects that seek to use electric, hybrid, or alternative fuel vehicles, associated infrastructure and 
related storage; and (3) provide low-cost financing for clean energy technologies.  
 
Under the Bill, CEFIA is required to establish the following programmes in the area of clean 
energy and energy efficiency: 
 
� a pilot programme to provide financial incentives for installing combined heat and power 

systems with a generating capacity of up to 2 megawatts;  
� a pilot programme to assist farmers in using organic waste with on-site anaerobic digestion 

facilities to generate electricity and heat; 
� a residential photovoltaic (PV) solar programme that will result in 30 MW of new PV 

generating capacity. This includes offering financial incentives for the purchase or lease of 
qualifying residential PV systems; 

� a programme that provides grants to residential condominium associations and owners to 
purchase renewable energy sources;  

� a loan guarantee programme which helps finance energy efficiency and renewable energy 
projects for individuals, non-profits, and small businesses. 

  
Unlike the UK GIB, CEFIA will be able to raise its own capital immediately with the initial funds 
being generated from a surcharge on electricity bills. It will seek to leverage private sector capital 
but may finance up to 80 percent of the cost of clean energy projects and 100 percent of the cost 
of energy-efficiency projects. The other funding sources for CEFIA include: 
 

• Regional Greenhouse Gas Initiative auction allowance proceeds;  

• Private capital in the form of contracts entered into with investors;  

• Special obligation bonds or bond anticipation notes;  

• Federal funds, charitable gifts and grants;  

• Contributions and loans from individuals, corporations, university endowments, pension 
funds and philanthropic foundations;  



 17 

• Earnings and interest from financing activities backed by the authority.  

 
3.4 Public Sector and Sustainable Banking in Ireland 

 
Presently, there is no public sector bank or government-linked financial institution in Ireland that 
is charged with the responsibility of promoting and financing sustainable development initiatives 
or developing a resource efficient and low carbon economy. However, there are a number of 
government departments and public sector agencies that disburse funds for such activities. Most 
of these are grant based schemes and are listed in Table 3 along with the relevant funding body. 
 

Table 3: Summary of Existing Public Finance Mechanisms  

Policy Measure Instrument  Funding Body 

Renewable Energy RD&D Programme Grant SEAI 

Electric Vehicles Scheme Grant SEAI 

Better Energy Homes Scheme Grant SEAI 

Sustainable Energy Incubator Programme* Grant SEAI 

Ocean Energy Prototype Development Fund Grant SEAI 

STRIVE Environmental Technologies Programme Grant EPA 

Sustainable Energy and Energy-Efficient Technologies Grant SFI 

Charles Parsons Energy Research Awards Grant SFI 

Cleantech Supports Grant EI/IDA 

Bioenergy Scheme Grant DAFM 

Smarter Travel Project Fund Grant DTTS 
*This programme has funded companies in the past though is currently inactive. 

 
In addition to these funding sources, the energy state owned utilities also offer some financial 
support to projects in the area of sustainability. ESB has established a €200 million cleantech and 
renewable energy fund called ESB Novus Modus. Its aim is to provide capital, support and 
knowledge to companies, projects and management teams in the clean energy and energy 
efficiency sectors. The fund plans to invest over a five year time horizon and has already 
committed in excess of €38 million to a number of different projects. Apart from this investment 
fund, ESB, along with the other state owned energy utilities, has also invested directly in the area 
of wind energy in Ireland.  
 
The need or desirability of setting up a dedicated financial institution in Ireland with a set 
mandate is not a new concept. In 1927, the Irish Free State established the Agricultural Credit 
Corporation (ACC) to provide capital to the agricultural economy. The bank proved successful 
and as a result led to the creation of the Industrial Credit Company (ICC) in 1933 which operated 
along similar lines and provided finance to industry. Could the same case now be made for a 
similar institution to be established to support the development of a low carbon and resource 
efficient economy? Appendix 2 provides a SWOT analysis of setting up a publicly backed 
sustainable investment bank in Ireland. 
 
The Government’s own NewERA Plan envisages significant investment in the areas of energy, 
water, forestry/bioenergy and broadband. These investments are to be financed and managed by a 
New Economy and Recovery Authority (NewERA). The Government proposes to finance the 
investment from the sale of certain state assets (up to €2 billion). At the same time a new strategic 
investment fund is to be launched which will draw on funding from the National Pension Reserve 
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Fund and be channelled towards productive investment in the Irish economy. The fund is seen as 
a forerunner to the setting up of a strategic investment bank22. 
 
It is feasible that some type of publicly backed Sustainable Investment Bank could be established 
to support the NewERA investment programme and operate along similar lines as to that 
proposed for the UK Green Investment Bank or the Clean Energy Finance and Investment 
Authority in Connecticut. It does not necessarily have to rely exclusively on exchequer funds but 
could instead be given powers to raise its own capital through the launch of various green 
investment products and through other channels of revenue raising such as contributions from 
pension funds and auction proceeds from emissions trading scheme allowances.  
 
The type of instruments the bank could potentially offer may be similar to those proposed for the 
UK GIB. To date in Ireland, the main instrument that has been used by public bodies to fund 
projects is grant based schemes as can be seen from Table 3. However, there are many other 
potential public finance mechanisms that could be utilised to address specific funding gaps and 
barriers which may be more effective and better suited. Many of these mechanisms are listed in 
Table 2 and include a mix of both equity and debt instruments. Appropriate governance 
arrangements for the bank would need to be put in place and a not-for-profit model may be one 
approach to take with any earnings derived from the bank’s activities being reinvested to support 
it in its mission and goals.  
 
There is also the potential for the bank to take a leading role in managing and protecting Ireland’s 
assets such as our natural resources through investing in risk resilience. The current banking 
system can be seen as being largely unstable as it depends on increased economic growth in order 
to service debt payments. However, growth itself is vulnerable to risk events and energy supply 
constraints pose a threat in this regard. By investing in our natural assets such as energy, forestry 
and food security we can help mitigate against these risks and base our economy on a more 
sustainable path. The money generated from these investments could be securitised in the bank 
and rather than offering a percentage return would instead offer a percentage of the asset. 
Furthermore, part of the NAMA portfolio of assets could also possibly be used to capitalise the 
new institution.  

 
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
22 See http://www.irishtimes.com/newspaper/ireland/2011/0930/1224305001574.html 
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4. Role of the Private Sector and Sustainable Banking 
 
 
“I believe sustainability must lie at the heart of any business if it is to achieve the long-

term success that allows it to contribute to the economic well-being of society. I view 

sustainability as core to the way we operate at HSBC and recognise that we have a 

responsibility that spreads far wider than simply being profitable.” 

 
- Douglas Flint, Group Chairman, HSBC, Sustainability Report 2010 

 

 

4.1 Introduction 

 
The model of sustainable banking in the private sector has been growing gradually over the last 
few years though still remains underdeveloped when compared with the traditional banking 
model. This is despite the fact that many of these banks proved remarkably resilient throughout 
the course of the global economic collapse that exposed the failings of many of the more 
traditional financial institutions. These sustainable banks all share a common purpose: to use 
finance as a tool to improve social and environmental well-being as well as delivering economic 
profit.  
 
Due to the financial crisis and the subsequent bailout of the banking system in Ireland, the Irish 
State currently has a majority stake if not full ownership in all of the main Irish owned banks. The 
current plan announced by the Government is to consolidate the banking system into two 
remaining ‘pillar’ banks consisting of Bank of Ireland and a merger between Allied Irish Bank 
and EBS. The final cost of the recapitalisation programme has been estimated at €70 billion. A 
number of reports23 have investigated the causes and effects of the banking crisis and each has in 
turn concluded that there were systemic failures in the governance and lending practices of the 
banks.   
 
It is important in the context of banking in Ireland that the mistakes of the past are taken on board 
and that the sector manages to regain the trust and confidence of the public. This requires new 
systems of management and oversight to be put in place and the banks to operate according to a 
sustainable business model. The Government has the power and has already started to ensure that 
the Irish owned banks conduct their business along these lines and take on board best practice in 
relation to incorporating good Environmental, Social and Governance (ESG) procedures.  
 

 
4.2 Privately Operated Sustainable Banks 

 
There are a number of sustainable banks currently in operation internationally. Many of these are 
members of a new network called ‘The Global Alliance for Banking on Values’ (see Appendix 
1). This independent network of fourteen of the world's leading sustainable banks was launched 
in March 2009. These banks, which represent seven million customers in 20 countries have 

                                                 
23 Regling and Watson, Honohan and Nyberg. 
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committed to support the expansion of $2 billion in lending to underserved communities and 
green projects around the world.  
 
To qualify for membership of the Alliance, each institution has to meet three criteria: 
 
� They are independent and licensed banks with a focus on retail customers;   
� They have a minimum balance sheet of $50 million  
� They should be committed to responsible financing and the triple bottom line of people, 

planet and profit. 
 
The following three case studies provide examples of existing sustainable banks that are in 
operation. They serve as models for how such institutions can operate successfully and the role 
they can play in creating a more equitable and progressive society. There is the potential for Irish 
banks to link up with this network and learn from the techniques and tools which they employ. 
 

 
Triodos Bank 
 
Triodos Bank is an independent Dutch bank that promotes sustainable and transparent banking. 
The Bank, which was founded in 1980, does not see any conflict between a focus on people and 
the natural environment and a good financial return. On the contrary, it is convinced that they will 
reinforce each other in the long-term. 
 
The mission of Triodas Bank 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 benefit people and the environment, and promote sustainable development; 
• To offer customers sustainable financial products and high quality service. 
 
Triodos Bank was involved from the very beginning in fiscal promotion schemes for green, 
social-ethical and cultural projects in The Netherlands. It launched the first green fund and culture 
fund in The Netherlands and is a global authority in the field of microfinance in development 
countries, Central Asia and Eastern Europe. The Bank now has 225,000 individual customers and 
invests in over 9,500 projects.  
 
As a result of its activities to date, Triodas Bank is widely considered to be the world's leading 
sustainable bank and won the Financial Time's Sustainable Banking Award in 200924. The Bank 
only finances enterprises creating social, environmental or cultural added value - ranging from 
large ethical enterprises to smaller, innovative organisations meeting local needs. Key sectors 
include organic food and farming, renewable energy, social housing and fair trade. Transparency 
is a core value: customers are informed about the bank's lending and can target their savings to 
particular areas of investment. A range of personal savings accounts is offered and full banking 
services are available for businesses and charities.  
 
 

                                                 
24 See http://www.ftconferences.com/sustainablebanking 
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Triodos Bank’s most recent international issue of depository receipts for shares received an 
unprecedented level of demand25. Institutions and individuals across Europe responded to the 
issue by investing €102 million, well above a target of €90 million. The success of the issue 
demonstrates the extent to which the financial crisis has prompted people and institutions to look 
to sustainable banking as a positive alternative to the beleaguered mainstream.  

 
 
The Co-operative Bank 
 
The Co-operative Bank in the UK traces its origins back to 1872 and the formation of the Loan 
and Deposit Department of the Co-operative Wholesale Society. Four years later it changed its 
name to the CWS Bank and although in the early years it only took deposits and granted loans to 
local retail co-operative societies, it was not long before it was acting as a bank for personal 
customers. 
 
The Co-operative Bank is the only UK Clearing Bank to publish an ethical stance whereby it 
clearly tells its customers who it will and will not do business with. Since launching its ethical 
positioning in May 1992, thousands of concerned people who do not wish their money to be used 
for unethical reasons have had the opportunity to choose a bank that will not do business with 
unethical companies and organisations. This includes companies involved in the arms trade, 
global climate change, genetic engineering, animal testing and use of sweated labour. 
 
In 1997 The Co-operative Bank celebrated its 125th anniversary by launching its Partnership 
approach, becoming the first company in the UK to produce a social report involving all of the 
seven partners involved in The Co-operative Bank's activities. This was followed in 2004 with the 
publication of the Co-operative’s Financial Services Sustainability report which outlined the 
approach being taken to sustainable development within the activities of the organisation. 
 
In 2009 Britannia merged with The Co-operative Bank. The joining of two strong, ethically 
minded businesses provides a real alternative to other banks on the high street. In addition to over 
four million customer accounts, The Co-operative Bank is banker to local authorities, many 
businesses and particularly the retail co-operative movement. It was the winner of the Financial 
Time’s Sustainable Banking Award in 2010.  

 
 
New Resource Bank 
 
The New Resource Bank is a California state-chartered institution which was opened in 
November 2006. The founding organisers are technology entrepreneurs, green business pioneers 
and banking executives who believe that green has evolved from a social movement into a market 
opportunity and that sustainability will happen through the economy in the growth of new market 
options that are healthier, cleaner and more efficient. 
 
New Resource Bank is dedicated to providing a new standard in customer service while 
promoting sustainable and efficient resources. It does this by: 
 
 

                                                 
25 See http://www.gabv.org/news/triodos-shares.htm 
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• Providing attentive full-service solutions to entrepreneurial businesses and personal banking 
clients;  

• Developing new programmes to more efficiently finance green projects and green businesses 
and to introduce green incentives to everyday community banking clients that it serves;  

• Being active in market development for green businesses and green projects through the 
engagement of its people in sustainability related policies and movements.  

 

The organisers are joined by a board of directors and senior management team with over 200 
years of banking experience. The collective experience draws from governance and executive 
leadership of major national banks as well as local community banks. Prior to opening, 240 
founding shareholders subscribed to $24.75 million of the Bank’s stock offering. The offering 
was strongly supported by the community, with $35 Million in subscriptions representing a 60 
per cent oversubscription from the original offering targets of $20 to $22 Million. This is one of 
the largest initial capitalisations for a start-up bank in Northern California. 
 
In addition to operating as a full-service community bank, New Resource provides innovative 
loans for green projects, including alternative energy, clean tech, organic food production, and 
sustainable home and office construction.  The bank also offers services and provides knowledge 
to its community clients that encourage more sustainable operations.  For example, the bank 
helped facilitate an energy audit for a real estate lending client that will lead to financial savings 
as well as energy and pollution reduction. 

 

UNEP Finance Initiative and Principles for Responsible Investment 
 
The United Nations Environment Programme Finance Initiative (UNEP FI) is a unique global 
partnership between the United Nations Environment Programme (UNEP) and the global 
financial sector. UNEP FI works closely with nearly 200 financial institutions who are 
Signatories to the UNEP FI Statements, and a range of partner organisations to develop and 
promote linkages between sustainability and financial performance. Through peer-to-peer 
networks, research and training, UNEP FI carries out its mission to identify, promote, and realise 
the adoption of best environmental and sustainability practice at all levels of financial institution 
operations.  
 
The UNEP FI Statements represent the backbone of the Initiative. By signing up to the 
Statements, financial institutions openly recognise the role of the financial services sector in 
making our economy and lifestyles sustainable and commit to the integration of environmental 
considerations into all aspects of their operations.  
 
UNEP FI also helped to coordinate the development of the Principles for Responsible Investment 
(PRI). The PRI reflect the view that environmental, social and corporate governance (ESG) issues 
can affect the performance of investment portfolios and therefore must be given appropriate 
consideration by investors if they are to fulfil their fiduciary duty. The Principles provide a 
voluntary framework by which all investors can incorporate ESG issues into their decision-
making and ownership practices and so better align their objectives with those of society at large. 
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4.3 Private Sector and Sustainable Banking in Ireland 

 
4.3.1 Current Situation 
 
For financial institutions, sustainability has two main components. The first of these relates to 
managing social and environmental risks in strategic decision-making and lending. Financial 
institutions can strengthen their portfolio by systematically evaluating these risks in the loan or 
investment appraisal process. The other component is identifying opportunities for innovative 
product development in new areas related to sustainability. This entails creating financial 
products and services that support commercial development of products or activities with social 
and environmental benefits (IFC, 2007). Other key related areas include ensuring that the right 
reporting, governance and training structures are in place so that sustainability is at the heart of 
the organisation as well as incorporating environmental management practices into the businesses 
daily operations.   
 
Currently there are no fully fledged sustainable banks operating in the Republic of Ireland. 
However, the Irish banks have proactively incorporated a number of sustainability practices into 
their operations. Table 4 below provides a summary of some of the main measures being 
implemented. Most of the banks undertake some element of reporting in relation to sustainability 
which usually takes the form of publishing information on their website or in their annual report. 
They have also introduced different environmental management measures though there is 
variation in terms of the level and depth of action being taken. In terms of governance, the banks 
generally have a committee in place to oversee implementation of their Corporate Social 
Responsibility (CSR) strategy though in some cases this is delegated to an existing committee 
rather than a specific one being established.  
 
The banks also offer a number of products in the area of environmental and social finance. These 
include environmental funds or ‘green loans’ to invest in areas such as afforestation and to 
provide finance to business and personal customers for renewable energy, waste and energy 
efficiency projects26. Other schemes include providing subsidised loans and funds for 
community-based projects and for micro-enterprises as well as contributing towards the Social 
Finance Foundation27. The banks also factor in environmental and social criteria in their risk 
assessment process though most of them use their own procedures rather than subscribing to a set 
standard such as the Equator Principles. At present no formal training is provided to bank staff in 
relation to sustainability but instead is delivered through more informal channels such as 
awareness raising activities.  
 
The Irish Banking Federation has also developed a set of climate change principles for the 
financial sector which all the main banks in Ireland have adopted. However, it is not clear the 
degree to which these principles are currently being applied and actively incorporated in the 
banks decision making process. Many of the leading Irish banks also participate in initiatives 
such as the Carbon Disclosure Project where they are reporting on their greenhouse gas emissions 
and specifying the governance arrangements in place within their organisation to address climate 

                                                 
26 As part of the recapitalisation programme those Irish banks included under the scheme were required by 
the Government to introduce a €100m fund to support environment friendly investments in energy 
efficiency and renewable energies. See 
http://www.finance.gov.ie/viewdoc.asp?DocID=5609&CatID=1&StartDate=01+January+2008 
27 The Social Finance Foundation which is a not-for-profit company which makes loan finance available at 
affordable interest rates to community-based projects and micro-enterprises. 
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change issues. For a more detailed analysis of the type of activities being undertaken by the main 
Irish banks in regard to sustainability see Appendix 4. 
 
Table 4: Current Practice of Irish Banks in Relation to Sustainability 

Key Headings Activities 

Reporting Most of the Irish banks have some element of reporting in relation 
to sustainability. This generally takes the form of publishing 
information on their website or in their annual report as to the 
activities the bank is taking under the banner of CSR. Many of the 
banks are also participating in the Carbon Disclosure Project and 
other initiatives28 which require providing information on a range 
of ESG issues. The Irish Banking Federation also produces a bi-
annual CSR report on behalf of its members covered under the 
terms of the Credit Institutions Scheme. 

Environmental Management All of the banks have some form of an environmental 
management scheme in operation. However, there is some 
variation as to the level of action taken. For instance, in some 
cases it covers activities such as carbon footprinting, procurement 
of renewable electricity, energy efficiency initiatives and 
recycling of waste while in other cases measures have been taken 
to achieve certification in standards such as ISO14001 and 
EN16001 for certain branch offices.    

Governance Generally, the Irish banks have a committee in place to provide 
guidance and set direction for the company’s approach to CSR. In 
some banks this is the responsibility of a specific committee or 
group while in other cases it is delegated to the remit of an 
existing committee which also has other functions to fulfill. 

Environmental and  
Social Finance Programmes 

There are a number of programmes currently being offered by the 
Irish banks in the area of environmental and social finance. These 
include environmental funds and ‘green loans’ to invest in areas 
such as afforestation and to provide finance to business and 
personal customers for renewable energy, waste and energy 
efficiency projects. Other schemes include providing subsidised 
loans and funds for community-based projects and for micro-
enterprises. 

Risk Management Most of the Irish banks factor in environmental and social criteria 
in assessing credit risk though as of yet none of the Irish banks 
have adopted a formal standard such as the Equator Principles. 

Training Although training is provided to staff in a number of different 
areas, currently the Irish banks do not have specific training 
courses on sustainability but are more focused on awareness 
raising activities. 

 
 
 
 

 

                                                 
28 Examples include the Dow Jones Sustainability Index (http://www.sustainability-index.com/) and EIRIS 
survey (http://www.eiris.org/companies/eiris_survey.html). 
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4.3.2 International Best Practice 

 
There are many different examples internationally as to how sustainability can be integrated 
within banking institutions. For example, many banks now produce their own sustainability 
reports highlighting how environmental and social considerations are being taken on board in 
their business operations (see Appendix 5). These reports are in most cases produced annually 
and focus on both internal and external operations. The majority of these sustainability reports are 
based on the Global Reporting Initiative G3 Guidelines29. These provide guidance on how 
organisations can disclose their sustainability performance and has been used by thousands of 
organisations worldwide as the basis for producing their sustainability reports.   
 
On the basis of information contained in these reports it is possible to document activities that are 
currently underway to embed sustainability within the financial sector. This includes policies and 
measures in relation to key areas such as governance, risk and environmental management 
practices and skills and training. The following is a brief synopsis of the many activities and 
initiatives that are taking place under these different headings. 

 
 
Good Governance 
 
A number of banks have taken measures to hardwire sustainability within the governance 
structures of their organisation. The most common approach taken has been to establish internal 
committees or councils that in most cases report directly to the Board of Directors on 
sustainability matters. In some instances forums have been set up to take forward the work of 
these committees and consist of senior sustainability managers and officers. Some banks such as 
KfW in Germany have also assigned a board member with direct responsibility for environment 
and climate protection while others such as HSBC have sustainable business teams in place that 
provide training and support to frontline staff on climate change issues.  

 
Table 5: Examples of Good Governance Policies  

 Existing Practice Examples Bank 

Good 
Governance 

Internal committees set up to directly consider sustainability 
issues and report to Board of Directors 
 
Forums established consisting of senior sustainability 
personnel to undertake work against set priorities 
 
Board member assigned responsibility for environment and 
climate protection 
 
Competence Centre for environment and sustainability 
 
Councils created to align the development of products, 
practices and policies with environmental commitments 
 
Sustainable business development teams established to 
support frontline banking staff through training and 
communications in climate business 

Standard Bank/RBS/ 
Co-op Bank/HSBC 
 
RBS/KfW 
 
 
KfW 
 
 
KfW 
 
Bank of America/HSBC 
 
 
HSBC 

                                                 
29 See www.globalreporting.org 
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Environmental and Risk Management 
 
Many banks use different techniques and methods for incorporating environmental and social 
factors into their risk assessment process. The most widely used approach within the industry is to 
employ the Equator Principles (EPs) which are based on the International Finance Corporation 
(IFC) Performance Standards on social and environmental sustainability and on the World Bank 
Group Environmental, Health and Safety Guidelines. These principles provide a credit risk 
management framework for determining, assessing and managing environmental and social risk 
in project finance transactions. The EPs commit participating institutions to not providing loans to 
projects where the borrower will not or is unable to comply with their respective social and 
environmental policies and procedures. Some banks have also developed their own set of 
sustainability guidelines for assessing projects on environmental and social grounds and 
established environmental risk management teams or working groups to take forward this work. 

 
Table 6: Environmental and Risk Management Examples 

 Existing Practice Examples Bank 

Environmental 
and Risk 
Management 

Use and integration of Equator Principles for project 
financing assessment30 
 
 
 
Use binding sustainability guidelines for assessing the 
environmental and social impacts of projects 
 
Use of Environmental Risk Management team to 
develop and communicate policies and guidance for 
lending managers, to ensure indirect environmental and 
social risks are identified and mitigated  
 
Apply an Environmental and Social Impact Assessment 
Policy to potential projects for financing 
 
Take carbon costs into account in lending decisions 
 
Working Group established to monitor environmental 
risk 

Standard Bank/KfW/ 
Barclays/HSBC/ 
Standard Chartered/ 
Bank of America etc31 
 
KfW/HSBC 
 
 
Barclays 
 
 
 
 
Barclays 
 
 
Barclays 
 
RBS 

 
 
Training       
 
Different forms of training related to sustainable development are also currently being provided 
and rolled out to staff members across a number of financial institutions. These cover areas such 
as evaluating social and environmental risk (E&S) in lending and financing, human rights, ethical 
policies and a programme for awareness raising on the social economy. Standard Chartered bank 

                                                 
30 While the industry norm is to apply the principles in the area of project finance, some banks such as 
HSBC and Standard Chartered have extended the application of the principles to other areas such as export 
credit loans and debt and equity finance. 
31 Currently 72 financial institutions in 27 countries have adopted the EQs though none of the Irish banks. 
However, some banks with subsidiaries in Ireland such as HSBC and Rabobank have adopted the EQs.  
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provides a good example of training being delivered to employees in the area of sustainable 
finance. They operate this programme at three different levels:   
 
1. Sustainable lending eLearning: All the banks credit officers, relationship managers, portfolio 

managers, country chief executives and senior managers in Wholesale Banking are required 
to undergo eLearning on sustainable lending. The focus is to raise awareness of E&S risks 
and demonstrate how such issues can affect both the banks clients and performance;  

 
2. Core credit curriculum: All of the banks relationship managers and credit officers are 

required to complete credit training. E&S risk management is a component of this course, 
enabling employees to identify risks associated with their clients, how to incorporate these 
risks into their overall credit assessments and, subsequently, manage them.  

 
3. Classroom-based E&S training: Specialised and targeted training has been developed for 

specific product groups such as project finance, merger and acquisition (M&A) advisory and 
equity capital markets. This training is designed for employees who have already completed 
the eLearning and core credit curriculum courses. 

 
Table 7: Training Practice Examples 

 Existing Practice Examples Bank 

Training Training provided on awareness and application of 
Equator Principles 
 
Training on human rights  
 
Ethical policy training programme 
 
Training provided for sustainability risk managers 
 
Training offered to sustainability unit staff in evaluating 
environmental and social issues 
 
Training for employees on environmental and social 
risk in lending and financing 
 
Training programme for managers to raise awareness of 
the social economy 
 
Comprehensive sustainable finance training provided to 
staff members on how to incorporate environmental and 
social risk in lending decisions32 

Standard Bank 
 
 
Barclays 
 
Co-op Bank 
 
HSBC 
 
KfW 
 
 
Maybank 
 
 
RBS 
 
 
Standard 
Chartered 

 
 
 
 
 
 

                                                 
32 See for more detail http://sustainability.standardchartered.com/promoting-sustainable-
finance/environmental-and-social-risk-assessment/developing-staff-capacity.html 
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FTSE4Good and Dow Jones Sustainability Indexes 

 
The global index provider FTSE has developed a Socially Responsible Investment (SRI) index 
series called FTSE4Good. This index is used to influence markets to recognise better corporate 
environmental and social practice. The launch of the FTSE4Good series was in response to 
growing investor demand for Socially Responsible Investment (SRI) indices and products. This 
growth is fuelled by investors seeking to capitalise on the long-term benefits of good corporate 
social responsibility (CSR) and sustainability performance, recognising that good CSR practice 
mitigates risk and goes hand in hand with good company management.  
 
FTSE4Good selects companies using social and environmental criteria in the following five 
categories: 
 
1. Environmental sustainability 
2. Human rights 
3. Countering bribery 
4. Supply chain labour standards 
5. Climate change 
 
The Dow Jones has also developed a set of Sustainability Indexes. Launched in 1999, the Dow 
Jones Sustainability Indexes (DJSI) track the financial performance of the leading sustainability-
driven companies worldwide. Based on the cooperation of Dow Jones Indexes and SAM the 
indexes provide asset managers with reliable and objective benchmarks to manage sustainability 
portfolios. The DJSI family currently comprises global, European, Eurozone, North American, 
US, Asia Pacific and Korean benchmarks. 
 
When the Dow Jones Sustainability Indexes were launched in 1999, SAM und Dow Jones 
Indexes were at the forefront of creating sustainability benchmarks. The integration of long-term 
economic, environmental and social criteria into asset management was largely seen as an issue 
of values rather than long-term performance. Since then, the debate has advanced significantly 
and a growing number of investors have started identifying sustainability issues as key factors for 
financial success 
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Green IFSC Initiative 

 
The Government’s High-Level Action Group on Green Enterprise proposed the development of a 
Green IFSC (GIFSC) as one component in their strategy for building the green economy in 
Ireland. The GIFSC initiative is designed to deliver the optimum conditions for banks to offer a 
range of financial stimuli for green business and aims to position Ireland as a world-class centre 
for green finance and enterprise.  Ireland is already endowed with experience and expertise in 
inter-related financial sectors including project finance, treasury, funds and insurance. The GIFSC 
aims to combine these existing strengths through incorporating green investment vehicles such as 
investment funds managed under green principles along with carbon trading and venture capital 
services. 
 
Although the Green IFSC Steering Committee is still examining the key activities of strategic 
focus for Ireland in this area, some of the main potential options under consideration include: 
 
� International Carbon Standard & Registry: The Irish Government has already agreed in 

principle to provide seed funding of €6.8 million over three years to develop an International 
Carbon Standard (ICS) and associated Dublin International Voluntary Offset Registry 
(DIVOR) 33.  

� Project Finance: The project finance and the emerging carbon finance models are 
increasingly influencing and merging with each other. Ireland has the necessary expertise, 
experience and legislative framework to take a central role in developing innovative project 
financing structures that can be applied domestically and internationally.  

� Bonds: Ireland can play a central role in devising robust and innovative financial products 
such as ‘environmental or climate bonds’ and other new financial and insurance products.  
Such products need to cater for the specific characteristics and complexities of green 
projects.   

� Funds: The development, within Ireland, of a real and committed culture of industrial green 
expertise and enterprise will both require and attract the presence of dedicated specialist 
venture capital private equity based funds that target investment in green companies. The 
Green IFSC can create the optimal conditions to enable these funds and start-ups to be based 
in some form in Ireland.  

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
33 Department of Taoiseach, Press Release – Launch of Green IFSC Initiative (2011).  See 
http://www.taoiseach.gov.ie/eng/Government_Press_Office/Taoiseach's_Speeches_2011/Remarks_by_the_
Taoiseach_Mr_Brian_Cowen,_T_D_at_the_launch_of_the_Green_IFSC_initiative_At_the_meeting_of_the
_Clearing_House_Group_in_Government_Buildings_27th_January,_2011,_at_9_30am.html 
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5. Key Conclusions and Options 
 

 

5.1 Introduction 

 
This section draws on the previous discussion and analysis to put together a set of conclusions 
and options as to how the area of sustainable banking can be developed and taken forward in 
Ireland. Although the banking sector has already taken steps to incorporate sustainability into its 
business practices, a case can be made for wider action in this area that encourages financial 
institutions to move towards integrating and supporting sustainability more fully in their 
commercial activities. A number of potential options have been identified based on existing 
international best practice and offer considerable scope for financial institutions to play a more 
active role in achieving and underpinning the process of sustainable development. 
 
Now is the ideal time for Irish banks to be looking to reinvent themselves and their key 
propositions and seek to align their product offerings to key growth areas in the global and local 
economy. The green economy offers one such opportunity and is only in the early stages of its 
growth cycle. Currently the Irish banking sector is only nominally involved and there exists 
significant scope for it to expand its activity and focus in this area subject to the availability of 
suitable resources. Lessons can be learned from the operation of sustainable banks in other 
countries and the type of instruments deployed and criteria which these financial institutions use 
in reaching their investment decisions. 
 
In framing these policy options, it is understood that the basic function of banking institutions’ as 
with any business is to carry out the services which their clients require in a financially viable 
way. Thus it may be the case that there will only be limited demand from business and individual 
clients for environmental and social financial services and products. In fact, one of the key 
challenges in this area is that environmental companies and social enterprises are often too small 
and diffuse to offer a major financing opportunity for the market and therefore are at a 
disadvantage compared to other more established industries. 
 
Yet there is scope to work within these boundaries. The potential for environment and social 
factors to be relevant to financing and investment decisions can be limited by a lack of knowledge 
and understanding on these issues. The demand for environmentally and socially oriented 
products and funds could be greatly increased if those working in the financial sector were better 
informed about the opportunities which these new markets offer. Supporting niche activities more 
directly, such as the development of innovative financing approaches, should help encourage their 
growth. Where Irish banks are already active in this area, they should seek to develop and expand 
their approach so that they become much more engaged and skilled at financing these sorts of 
projects and offering these types of services. 
 
The benefit of implementing the proposed policy options would be to make financial institutions 
a positive force in achieving sustainable development. Such a programme of actions would 
provide a major complement to, and reinforcement of, other more conventional environmental 
and social policy actions and would help put Ireland on a transition to becoming a low carbon and 
resource efficient society.  
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5.1 Sustainability reporting and management systems  

 
A number of existing major banks have started publishing their own environmental or 
sustainability reports (see Appendix 5). This is a welcome development and one that should be 
looked at by other banks as an opportunity to demonstrate leadership on the positive action which 
their organisation is taking towards sustainability both internally and in their external business 
operations. It also provides a mechanism through which the banks clients’ and potential 
customers can evaluate the performance and activities of financial institutions in the area of 
sustainability. Most of these reports follow the guidelines and recognised template developed by 
the Global Reporting Initiative. 

 
OPTION 1 Sustainability Reporting 

 
Description 

 
Irish banks should consider reporting more fully on their lending activities 
and initiatives in relation to sustainable development. This could follow best 
practice and take the form of an annual Sustainability Report which includes 
information on how the organisation has integrated sustainability into its 
core business activities and processes.  

Advantages 

 

 

 

 
 
 
 
 
Disadvantages 

- Opportunity for the banking sector to demonstrate its achievements and 
contribution towards sustainable development; 
- Improved transparency for the banks’ clients and potential customers to 
understand the approach which the financial institution is taking towards 
sustainability; 
- The GRI G3 guidelines already provide an existing and recognised 
framework that organisations can use to measure and report on their 
economic, environmental, and social performance.    
 
- Additional requirement placed on the banks’ resources. 

 
Evaluation is another key component and benchmarks and performance metrics can provide a 
good means of tracking progress in the achievement of environmental and social goals. Just as 
businesses have done, banks may wish to incorporate sustainability practices more formally 
through the use of management systems such as the Eco-Management and Audit Scheme 
(EMAS) or through the adoption of appropriate standards such as ISO 14001 on environmental 
management and ISO 26000 on social responsibility. EMAS is currently being used by the 
financial sector in countries such as Austria and Germany and a useful set of guidelines on 
environmental management has also been developed by the FORGE group consisting of some of 
the UK’s leading financial service organisations34.  

 

 

 

 

 

 

 

 

 

                                                 
34 See http://www.greenbiz.com/sites/default/files/document/O16F20407.pdf 
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OPTION 2. Participation in Sustainability Management Schemes 

 
Description 

 
The Irish banks should consider adopting and implementing, where this is 
not already current practice, more formal sustainability management 
procedures through participation in programmes such as the EU’s Eco-
Management and Audit Scheme (EMAS) or through the adoption of 
appropriate standards such as ISO 14001 and ISO 26000.   

Advantages 
 

 
 
Disadvantages 

- Increased awareness of the financial sector towards sustainability issues; 
- Instigates a process of continuous monitoring and evaluation of the 
sustainability performance of financial institutions.  
 
- Additional requirement placed on the banks’ resources. 

 

 

5.2 Governance mechanisms 

 
It is important that sustainability receives sufficient prominence within financial organisations so 
that this perspective can be taken into consideration when key decisions are being made. Based 
on existing best practice in this area it is proposed that the banks should consider setting up 
internal committees to directly consider sustainability issues and report to the Board of Directors 
at regular intervals. In addition, consideration should be given to delegating responsibility on 
sustainability to a board member in order to help place ESG issues at the centre of company 
policy. 

 
OPTION 3 Good Governance 

 
Description 

 
To ensure that sustainability is given sufficient attention and priority within 
the organisation, Irish banks should consider establishing an internal 
committee, where this is not already the case, whose primary responsibility 
is formulating and coordinating the banks sustainability policy.  
Consideration should also be given to delegating a board member with 
specific environmental, social and governance (ESG) responsibilities. 

Advantages 
 
 
Disadvantages 

- Would help place ESG decision making at the heart of company policy and 
provide more joined-up thinking. 
 
-May place a strain on existing human resources and board member 
workloads. 

 
There is much consensus that the bulk of the capital needed to finance the transition to a low 
carbon and resource efficient economy will have to come from the private sector. However, it is 
not clear how this capital is to be provided on the scale required nor the policies that will be 
needed to effect this change. For this reason it is proposed that an expert committee be 
established in Ireland by the Minister for Finance and consisting of key representatives from both 
the public and private sector to consider the policy options available to instigate this capital flow. 
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OPTION 4 Establish an Expert Committee 

 
Description 

 
A high-level expert committee should be established by the Minister for 
Finance to examine how Ireland can better support and accelerate the private 
sector investment required to deliver a low carbon and resource efficient 
economy. This could include, inter alia, assessing the feasibility of 
establishing a publicly backed Sustainable Investment Bank. 

Advantages 
 

 
 
 
 
 
Disadvantages 

- Will begin a dialogue among the key stakeholders as to how best to move 
forward in this strategic policy area. 
- Consistent with the UK approach whereby an independent advisory group 
was established by the Chancellor for the Exchequer to identify how Britain 
could better support and accelerate the private sector investment required to 
deliver the UK’s transition to a low carbon economy. 
 

- Establishing such a committee would have resource implications. 

 

 

5.3 Innovative financial products for consumers and businesses 

 
There is a wide range of potential financial products which could contribute to sustainable 
development. Many of these could help encourage more environmentally sustainable behaviour 
by consumers as well as businesses. To date this area has only seen sporadic activity in Ireland 
through the use of instruments such as green loans and environmental funds. However, there is 
scope for much wider activity in this area such as in the development of green savings products or 
specially structured loans for retrofit works. Equally, there is also the potential for financial 
institutions to help address key social issues such as urban regeneration, social housing and 
disadvantaged entrepreneurs in the form of instruments such as micro-credit schemes. A number 
of existing sustainable banks such as those that are members of the Global Alliance for Banking 
on Values offer innovative products in this area and these could serve as useful benchmarks in 
stimulating new thinking and ideas on these issues.    
 

OPTION 5 Awards for Innovation in Environmental or Social Finance 

 
Description 

 
An award should be made available for innovation in relation to providing 
environmental or social finance. This would reward and recognise financial 
institutions which have made a positive contribution in these areas.  

Advantages 
 

 

 
 
Disadvantages 

- Straightforward to organise, particularly if it ties in with existing award 
schemes35; 
- Provides an incentive and element of competition for banks to think more 
strategically about its product offerings in these areas. 
 
- The award has to be managed and funded. 

 

 

                                                 
35 There is already an existing award under the Green Awards scheme organised by Event Strategies for 
Green Financial Institution though there may be scope to more directly align this to also include in the 
evaluation criteria the ‘provision of innovative green financial products’. Chambers Ireland also runs a CSR 
Awards competition that has the potential to more formally recognise the role of social and environmental 
finance initiatives. 
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5.4 Credit risk assessment 

 
The basic risk assessment conducted by most banks focuses largely on financial risks presented 
by current and future projects. However, the environment creates other risks in lending activities 
that are not as well addressed36. In addition to purely financial risks, by becoming involved in 
controversial projects banks can expose themselves to negative publicity and reputational 
damage. A number of banks do look at some of these risks but there is potential for them to do 
more in this area. Based on existing international best practice, it is proposed as a minimum that 
the Irish banks should consider adopting the Equator Principles for project finance transactions 
where this is a key part of their business activity.  
  

OPTION 6 Environmental and Social Risk Management 
 
Description 

 

Irish banks should fully incorporate environmental and social risk 
assessment as part of their overall risk management procedures where this is 
not already being applied. This should follow best practice and also include 
the adoption and use of the Equator Principles for project finance 
transactions. 

Advantages 
 
 
 
Disadvantages 

- Would mean that environmental and social risks are more systematically 
addressed in project appraisal and lead to more informed and balanced 
decision-making;  
 
- May be difficult to implement requiring a specific set of expertise and 
knowledge. 

 
 
5.5 Dedicated resources for environmental and social development 

 
With the State now having a majority stake in the Irish owned banks, the opportunity exists for 
the Government to consider ways in which investment can be directed towards financing projects 
that have positive environmental and social impacts as well as economic returns. This could 
include undertaking further agreements with these banks in which they agree to set aside a certain 
proportion of their funds for lending in this area or through the establishment of more dedicated 
resources such as the formation of green or social banking divisions. These social and 
environmental units, staffed by experts in the area, would provide a focal point for developing 
and implementing strategies and initiatives for these particular sectors.  
 
 
 
 
 
 
 
 
 
 

                                                 
36 Leading organisations such as Ceres work with companies to address sustainability challenges and seek 
to change capital market practices to incorporate long-term environmental and social risks instead of 
merely relying on short-term returns as a measure of economic health (www.ceres.org) 
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OPTION 7 Dedicated Resources for Environmental/Social Finance 

 
Description 

 
The possibility of establishing voluntary agreements with the Irish owned 
banks should be further explored whereby the financial institutions would 
agree to channel a certain volume of funds towards environmental or social 
purposes. This could include setting up green or social banking divisions to 
act as a focal point for developing and managing the banks’ activities in 
these areas. 

Advantages 

 
 
Disadvantages 

- Would provide a level of dedicated resources to support investment in 
these sectors. 
 

- Could be seen as interfering with the market and diverting funds from 
other more profitable investment areas.  
- Might be difficult to implement requiring a specific set of expertise and 
knowledge of the relevant sectors. 

 
 
5.6 Research Activities 

 
There are a number of areas where further research could make a valuable contribution towards 
extending the evidence base in relation to the banking sector and sustainable development. For 
instance, the role of eco-innovation will undoubtedly have an important part to play as we seek to 
develop a more resource efficient and low carbon economy. However, more analysis is required 
to determine the precise barriers which these eco-innovators face and the financing and policy 
instruments needed to overcome these constraints. Equally, greater research is required into 
examining more fully best practice on how to incorporate ESG procedures into mainstream 
banking.   
 

OPTION 8 Research and Policy Studies 

 
Description 

 
There is potential for a number of research/study activities to explore the 
range of policy options in this area and address any current information 
gaps. Examples include: 
 

• Research on the financial needs of eco-innovators and social 
entrepreneurs: what specific challenges and problems they face and how 
best these can be overcome through the adoption and development of 
new financial products; 

• Research on adopting best practice in relation to ESG in the banking 
sector and in incorporating sustainable development considerations into 
investment analysis and decision-making processes; 

Advantages 
 

 
Disadvantages 

- Adds to the evidence base and provides justification for suitable policy 
interventions. 
 
- Availability of resources to undertake the research. 
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5.7 Training Requirements 

 
In order for finance professionals to better understand the implications of sustainable 
development on their industry and the role which they can play in providing solutions, training 
should be provided by suitably qualified experts and practitioners. One option would be to 
incorporate such training as part of the existing Finuas network scheme for the financial services 
industry.  
 
The Finuas network develops and delivers new training to the financial sector in areas such as 
banking and capital markets, investment management and insurance. Some of the specific courses 
being rolled out include financial crime prevention, risk management, and governance in 
international financial services. There may be the potential to explore the possibility of including 
sustainable finance training as another core area of training under this existing programme. 
Training which has been provided by other banks in this area include in relation to human rights, 
ethical policy, use of the Equator Principles in risk assessment and awareness raising on the social 
economy. 

 
OPTION 9 Training 
 
Description 

 

Relevant Government Departments and Agencies should work with the 
various professional financial organisations to ensure that training on 
sustainable development issues and its impacts on the banking sector is 
included in the training of financial professionals. This could be done 
through the existing Finuas training network scheme for the financial 
services industry. 

Advantages 

 

 
 
Disadvantages 

- Will provide financial professionals with a better understanding of the 
impact of sustainable development on their industry and how such 
considerations can be incorporated into existing banking procedures. 
 

- May require additional funding under Skillnets. 
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Appendix 1: Global Alliance for Banking on Values 
 
Banks Mission 

Alternative Bank The Alternative Bank emphasises ethical principles instead of 
maximum profits and is a pioneer in the implementation of social 
and environmental standards.  

Banca Etica Banca Popolare Etica was created in 1999 by a big coalition of the 
major Italian social organisations who wanted to create a place 
where savers may meet socio-economic initiatives, inspired by the 
values of a sustainable social and human development.  

BancoSol BancoSol offers opportunities to the lowest-income sectors for a 
better future, providing them with high-quality, integrated 
financial services. 

BRAC BRAC works with people whose lives are dominated by extreme 
poverty, illiteracy, disease and other disadvantages. With a 
holistic approach, BRAC strives to bring about positive changes 
in the quality of life of the poor.  

Cultura Bank Cultura Bank's main task is to finance projects which benefit 
society and contribute to a better natural environment. 

GLS Bank For GLS Bank, conducting a professional, sustainable banking 
business means the incorporation of social, ecological and 
economic criteria.   

Merkur Bank Merkur Cooperative Bank is founded on the idea of conscious 
handling of money, and on criteria that include environmental, 
social and ethical aspects in addition to financial considerations. 

Mibanco Mibanco is committed to offering communities opportunities for 
progress and access to the financial system. 

New Resource Bank New Resource Bank’s mission is to advance sustainability with 
everything they do—the loans they make, the way they operate, 
and their commitment to putting deposits to work for good.  

OnePacificCoast Bank OnePacificCoast Bank aims to improve economic opportunity for 
low-to moderate-income communities throughout California. The 
Bank maintains a triple bottom line focus of meeting its social 
mission while operating in a safe, sound and sustainable manner. 

Triodas Bank Triodos Bank´s mission is to help create a society that promotes 
peoples 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 benefit people and the environment, and 
promote sustainable development. 

Vancity Vancity’s mission is to be a democratic, ethical, and innovative 
provider of financial services to its members. 

XacBank XacBank contributes to the sustainable development of Mongolia 
that can come only from educated and skilled people and 
competitive and dynamic businesses concerned equally about 
Planet, People, and Profit.  

SAC Apoyo Integral 
 

SAC Apoyo Integral specialises in microfinance, and is socially 
committed to the sustainable development of its customers through 
quality financial products and services. 
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Appendix 2: SWOT Analysis of Establishing a Sustainable Investment Bank 
 
Strengths 

 

• Provides focused investment in the transition 
to a low-carbon and resource efficient 
economy 

• Can help address and overcome current 
market barriers and imperfections including 
scalability and funding for specific types of 
activities such as community energy projects  

• Cushions the risk resulting from fluctuating 
fossil fuel and carbon prices 

• Can provide access to finance for suitable 
investments at a time when the credit crunch 
is still prevalent and cost of capital high 

• Can provide expertise and a track record for 
new low carbon technologies 

• Can assist the government in meeting 
renewable energy and energy efficiency 
targets and climate change commitments 

• Can help unlock and leverage much needed 
private sector investment 

• Can ‘bundle’ different projects together to 
achieve economies of scale 

Opportunities 

 

• Can help position Ireland at the forefront of 
green technology developments 

• Can help promote Ireland as a hub for green 
finance through offering services such as 
carbon financing 

• Can attract individuals who are interested in 
improving the environment and society 
through offering innovative savings products 

• Supportive of the Government’s policy to 
develop the green economy and their plans 
for NewERA  

• Provides an opportunity to integrate and 
rationalise current public funds in this area 
under one institution and lead to more 
joined-up thinking 

• Consistent with the approach being taken in 
other countries such as the UK and US that 
are already setting up a similar institution 
and Ireland can learn from their experience  

• Provides a strong signal of policy intent and 
acts as a focal point for eco-innovators 

Weaknesses 

 

• Finance not the only key issue. More 
important for project developers to get 
regulatory and policy framework certainty 

• Bank will require capitalisation that will 
divert funds from being spent elsewhere 

• Would be setting up a new institution at a 
time when plans are in process to rationalise 
the banking sector 

• The bank may be viewed as just another 
government quango 

• Conflicting views exist as to whether Ireland 
should be seeking to push ahead in 
developing the green economy at a time 
when public funds are scarce 

Threats 

 

• Need to safeguard taxpayers money by not 
over-investing in one sector and creating 
another ‘bubble’ 

• Need to be careful about not ‘picking 
winners’ 

• Need to be clear on where to draw the line 
about which type of investments will qualify 
for support and on what criteria they will be 
judged 

• Must ensure that the bank wouldn’t ‘crowd-
out’ private sector investment 

• Would have to ensure that the bank 
complied with State Aid rules 
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Appendix 3: Financial Times Sustainable Banking Awards Winners 
 
Sustainable Bank of the Year 

2011 Itau Unibanco, Brazil 

2010 Co-operative Financial Services, UK 

 HSBC, UK (Runner-up) 

2009 Triodas Bank, Netherlands 

 Standard Chartered, UK (Runner-up) 

2008 Banco Real, Brazil 

 Rabobank, Netherlands (Runner-up) 

2007 ABN Amro, Netherlands 

2006 HSBC 
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Appendix 4: Current Practice of Irish Banks in Relation to Sustainability  
 Bank of Ireland AIB Ulster Bank 

Reporting CSR activities reported in Annual 
Report and also produce an annual 
Corporate Responsibility Statement.  
Participate in Carbon Disclosure 
Project. 

CSR activities reported in Annual 
Report. 
Participate in Carbon Disclosure 
Project and other initiatives such as 
EIRIS annual survey. 

Feed into the RBS group sustainability 
report and participate in Carbon Disclosure 
Project through its parent company. 

Environmental Management Have received ISO14001 and 
EN16001 certification for its 
Customer Operation Centre and is 
rolling out the adoption of EN16001 
across its other building sites. 

No formal standard has been adopted 
though targets have been set in 
relation to areas such as energy 
reduction and waste.  

Data is collected on energy use, CO2 

emissions, paper, water and business travel 
and is independently audited. Targets for 
improvements are then set annually. 

Governance Board member sits on the 
Nominations & Governance 
Committee who has responsibility 
for CSR. 

CSR responsibility rests with the 
Nominations & Corporate 
Governance Committee which is a 
sub-committee of the main Board. 

Sustainability Committee in place 
comprised of senior executives from across 
the bank. Reports quarterly to RBS 
Corporate Sustainability Committee. 

Environmental Products Two €100m environmental funds 
for SMEs; green loans provided to 
homeowners at favourable interest 
rates; green equity release loan; 
operate a carbon emissions trading 
desk. 

Loans provided to business and 
personal customers who are 
undertaking environmental projects; 
green fund to invest in environmental 
projects in Ireland and abroad; 
financing provided for large-scale 
renewable energy projects. 

Provide financing for renewable energy 
and other sustainable energy projects; 
green loan offered to homeowners at a 
favourable interest rate. 

Social Products Are a contributor to the Social 
Finance Foundation (SFF) 

Are a contributor to the SFF; run the 
Better Ireland Programme 

Are a contributor to the SFF; operate a 
Community Fund 

Environmental and Social Risk 
Management 

All loan applications are given an 
environmental categorisation as to 
what environmental risk may apply 
to the borrower’s business activities. 

Environmental and Social risks 
incorporated for assessment in all 
credit decisions. 

A series of screening questions are used in 
the credit assessment process to ensure that 
potential reputational risk of financing 
illegal or unethical activities are 
minimised; the Equator Principles are 
adopted by its parent company for the RBS 
Group as a whole. 

Sustainability Training No formal training courses on 
sustainability offered to staff 

No formal training courses on 
sustainability offered to staff 

No formal training courses on 
sustainability offered to staff 
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Appendix 5: Summary of Sustainability Reports 
Bank Country Base Frequency 

Published 

Resources Deployed Focus/Coverage Methodology  

Used 
Asian Development 
Bank 

Multilateral bank 
for Asia and 
Pacific region 

Every 2 years Produced by 
interdepartmental team of 11 
staff 

Operations and 
corporate footprint 

G3 
guidelines/principles of 
the GRI* 

Bank of America United States Every 2/3 years though 
plan to report annually 
in the future 

Used consultants Internal and external 
initiatives 

GRI G3 Guidelines 

Standard Bank South Africa Annually In-house but used 
consultants for independent 
assurance 

Internal and external 
initiatives 

GRI G3 Guidelines 

Commonwealth Bank Australia Annually In-house but used 
consultants for independent 
assurance 

Internal None listed 

Maybank Malaysia Annually In-house but used 
consultants for independent 
assurance 

Internal and external 
initiatives 

GRI G3 Guidelines 

Royal Bank of 
Scotland 

United Kingdom Annually In-house but used 
consultants for independent 
assurance 

Internal and external 
initiatives 

AA1000 APS and GRI 
G3.1 Guidelines 
UN Global Compact 

Inter-American 
Development Bank 

Multilateral bank 
for Latin America 
and Caribbean 

Annually  Produced by 
interdepartmental team 

Operations and 
corporate footprint 

None listed 

Cooperative Group 
Bank 

United Kingdom Annually None listed Mostly operations None listed 

KfW Bankengruppe Germany Annually In-house but used 
consultants for independent 
assurance 

Operations and 
corporate footprint 

GRI G3 Guidelines 

HSBC United Kingdom Annually In-house but used 
consultants for independent 
assurance 

Operations and 
corporate footprint 

None listed 

*See http://www.globalreporting.org/ReportingFramework/G3Guidelines/ 
Standard Chartered and Barclays produce Sustainability Reviews 

 


