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La contribution des banques coopératives à la croissance verte
Co-operative Banks and the Green Growth
Genève, Centre International des Conférences de Genève, le 18 novembre 2009.
Geneva, Centre International des Conférences de Genève, November 18th 2009.
Actes du séminaire de l’AIBC

Summary
Declaration of the International Co-operative Banking Association (ICBA) about co-operative banks and the international financial crisis. 

Geneva November 18th 2009
Annual Seminar of the International Co-operative Banks Association :

“We need to make “growing green” our mantra” said Ban Ki-Moon, UN Secretary-General, and Al Gore, former Vice-President of the USA, in an opinion column for the Financial Times on the 16th of February 2009.

There is a scientific consensus on the global warming emergency: as a consequence of greenhouse gas emissions, the climate is getting warm, shifting and extreme freak weather conditions are more frequent, more intense and longer. Furthermore, biodiversity is threatened. Scientific experts have advocated urgent action which has led to the Kyoto Protocol on Climate Change (which will be renegotiated in Copenhagen in December for the period 2013-2017) and the Climate Package in Europe. So there is also a political consensus on the need to act even though negotiations sometimes come up against the objectives to reach. To fight global warming and meet energy needs, “a green economy”, making wise use of natural resources, energetically efficient and using renewable energies has to be developed. 

Besides the global warming there is an economic crisis. If there is an immediate need to stimulate the economy, then this crisis could be the starting point of a transition to a “green economy” as a basis for growth.

Co-operative banks role

Co-operative banks can’t stand away from this new economy. By their activity they can be a driving force of the green growth. This is also a chance to claim their principles and model.

To take advantage of this transition, they would have to integrate environmental criterions to their organisation and functioning as soon as possible in order to gain a “know-how” and limit the risks of a “green bubble” which is inherent to any new growth model. It’s is also an opportunity to have a competitive advantage.

The green economy is not a whim. Experts warn against the global warming and a political consensus on binding objectives might be found in Copenhagen in December 2009. To reach these objectives, a green economy has to emerge.

CO-OPERATIVE BANKS AND THE GREEN GROWTH
Geneva, Centre International des Conférences de Genève, November 18th 2009
Introduction par Jean-Louis Bancel.

Introduction by Jean-Louis Bancel, ICBA Chairman.

La Banque alternative suisse : écologique, sociale et transparente, Dominique Rotten, Directeur de la représentation romande de la Banque Alternative Suisse;

The Swiss alternative Bank: ecological, social and transparent, Dominique Rotten, Director of the Romand representation of the Swiss alternative Bank.
Structuration de l’Economie verte mondiale à travers les coopératives de production financées par des banques vertes, Michael Pack, Représentant de Mondragon en Amérique du Nord
Structuring the Global Green Economy via workers co-operative financed by green banks, Michael Peck, North American delegate of the Mondragon Co-operative Corporation
Finance et investissements verts aux Pays-Bas, Huub Keulen, Directeur de la Rabo Green Bank
Green investments and green finance in the Netherlands, Huub Keulen, Director of the Rabo Green Bank
Stratégie des banques cooperatives indiennes relatives à la croissance verte, B. S. Vishwanathan, Président de la Co-operative Bank of India.

Green Growth Strategy of the Indian Co-operative Banks, B. S. Vishwanathan, Chairman of the Co-operative Bank of India 

Rôle d’une banque dans le financement du développement durable, Arnaud Berger, Directeur Adjoint Développement Durable, BPCE
A co-operative bank’s contribution to sustainable growth financing, Arnaud Berger, Deputy Director in charge of sustainable growth, BPCE
Conclusion du séminaire:

Jean-Louis Bancel, Président de l’AIBC
General Introduction by Jean-Louis Bancel, Chairman of the ICBA
[image: image1.png]4 Adobe Reader - [JL bancel Pt AIBC.pdf]

L=

T Fiier Edtin Affhage Docment OutlsFendtre 7

@ [1)[E3] @ [z - @ [ 03[ @aee- ¥

| T stectorner

Adobe’ Reader 7}]

»

International Co-operative Banking Association ==
Association Internationale des Banques Coopératives
Asociacion Internacional de los Bancos Cooperativos

| Pages " Calaues o
=
i

Communiqué
23 novembre 2006

Jean Louis Bancel, vice président délégué du Crédit Coopératif,
élu président de
I’Association Internationale des Banques Coopératives

Jean-Louis Bancel, vice président délégué du Crédit Coopérai, a été élu ce 9 novembre 2006 & Manchester
président de ' Association Interationale des Banques Cooperatives (AIBC) lors de la réunion du comité executif
de TAIBC

Elu pour 4 ans, Jean-Louis Bancel succéde & Eugeniusz Laskiewicz, président de Association des Banques
Coopéraives Polonaises KZBS
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[ Commentaires

L'AIBC (ICBA en anglais) est lorganisation sectorielle de Alliance Coopérative Infernationale (ACH) pour les

bangues et autres institutions financieres coopératives du monde entier
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I am happy to welcome you today in Geneva, on the occasion of the ICBA annual seminar. As a Sectorial Organization of the ICA, ICBA represents co-operative banks from all countries and from all sectors. It aims to help its members in improving their banking practices and to offer them a place where they can exchange and express their interests at the worldwide scale. In a financial system that turned global, it is impossible for co-operative banks to remain unaware of the evolutions of the banking sector.
The reform currently led by the Basel Committee, an institution of banking regulation gathering several central banks, on the definition of the Tier One capital is representative of the threats co-operative banks have to face nowadays. The G 20 gave the Basel Committee the mission to redefine these criteria in order to improve the solidity of banks’ capital. These new criteria should be issued before the end of 2009 and could remove co-operative banks’ member shares from core capital. 

While co-operative banks proved their high level of resilience in times of crisis, they could be deeply impacted by a new regulation system which didn’t take their specificities into account. As staggering the situation may be, co-operative banks must react quickly and treat this question with the highest attention. After a five year battle against IAS reforms and just when IASB and FASB seem to be ready to adapt their standards to co-operative reality, we must face a new danger that could put into question the very existence of the co-operative model. Any co-operative bank in the world getting access to Basel Committee members must as soon as possible contact them to defend the co-operative point of view. The ICBA warns solemnly co-operative banks of the gravity of the situation and demands their most involved cooperation.
Next to these very concrete and urgent issues, ICBA also tries to get its members informed on more prospective matters. The question of co-operative governance was raised by a study the IMF issued in 2006, which highlighted many advantages of the co-operative model but also pointed out an overcapitalization of co-operative banks and the possible failures in its governance model. The ICBA then issued a document relative to co-operative governance and Independent Board Members.

The ICBA finally wishes to make co-operative banks aware of a matter that will become always more relevant in the next years: the role of financial institutions in the sustainable development economy. Indeed, we decided not to adopt this attitude according to which green growth is limited to a few companies, and fully recognize the important role bankers have to finance a global green growth, social, political and economic project. The following seminar will present both the reasons why co-operative banks have to interfere and which means and products they must give priority to, along five presentations which will be then possibly discussed.

Created in 1990, the Swiss Alternative Bank belongs to 4.400 shareholders and have reached 842 Swiss francs million in total assets. The Swiss Alternative Bank has given up profit maximization. Its 22.000 customers know where their money goes as all the granted loans are made public and have to answer strict social and ecological criteria. On this ethical basis, the Swiss Alternative Bank offers, everywhere in Switzerland, the regular credit and saving banking services. More information on the website: www.bas.ch 
The presentation will first present briefly founding principles of the Banque Alternative Suisse and their direct impact on its involvement in field of sustainable development. After which it will focus on sustainability criteria and the financial products issued bay the bank.

General presentation

The Swiss Alternative Bank articulated its activities along two main axes, socially oriented projects and ecological projects, supporting financial products. Directly coming from post-68 critics of the economic system and linked to the movements which founded in the early 1980’s the first alternative banks in Switzerland, it was created with the will to apprehend differently the role of a banker in the society. This original point of view may be explained by the fact that the bank was founded by environment protecting organizations, development oriented organizations and self-management movements. If the SAB couldn’t by regulation adopt a co-operative status, its daily functioning as the values which predominated in its creation make it closer to co-operative banks than to commercial ones. The strict respect of male-female parity, the democratic and participative organization of the structure, a high level of transparency in the governance and the non-maximization of profit are indeed its conducting lines. 
Their seek for more ethic in the banking sector is also to be found in the principles adopted by the Swiss Alternative Bank as a framework for its activities: profit maximization is not devoted to shareholders’ interests, they there is a systematic control of the origins of the managed money, they strictly refuse to finance activities that don’t match with their values (nuclear activities, weapons trade, companies which don’t meet legal or social criteria), and the SAB finally considers itself responsible of the generalization of ethical behaviours in increasing their shareholders and customers’ awareness on sustainable development issues. 

Different financial products

The financial products proposed by the SAB can be divided into two main categories. First ones, standard loans, are linked to market’s variations and are often less expensive than commercial banks’ loans. The real specificity of the BAS consists much more in the “encouraging loans” (“Les crédits d’encouragement”). These loans don’t only grant preferential credit rates, the main characteristic is that they are totally disconnected from market variations and that they are given to ecologically innovative projects, even if they present a high level of risk. If they differ in their technical aspects, they both finance ecological or social projects. Customers are selected among companies working in the field of alternative energy, organic farming, social and alternative housing, cultural projects. 

Traditionally, the Swiss Alternative Bank pays a great attention to ecological projects, and found new ways to promote their social and economic impact. Supporting this sector, they particularly aim to create jobs, to make energies more efficient and to help engineers developing new sources of energy. The SAB was the first bank to measure ecological profit in financial terms and to register these results in its balance sheet. For example, statistics for 2007 showed that when a project allowed saving 3000 tonnes of CO2, 73% was directly imputable to the SAB (encouraging loans’ contribution representing 18% of these 73%). Globally, studies show that 100 000 CH invested by the bank result in a CO2 economy of 7, 5 tonnes. 
For companies which aren’t exclusively active in the specific sector of alternative energy, the SAB also follows a financing policy based on its core principles. Only companies that apply business models and strategies which meet basic criteria of sustainable development (production and distribution of recyclable goods, geographical location that facilitates the use of non-polluting transportation) will have access to funds. In the same perspective, application of social regulation to the daily life of the company will bring advantages (if they respect the legislation on working environment, continuing education, workers’ participation, working time organization.) Finally, the profit redistribution policy is looked at with great attention. 
The Swiss Alternative Bank has two main projects in the coming years: first to be able to extend the CO2 capitalization to all credit-consumers and secondly to implement a viable measurement of sustainability for SMEs. 

The specific field of Swiss sustainable housing  
Whereas it can be considered as a central preoccupation for green entrepreneurs, sustainable housing doesn’t always benefit from adapted financial products to be really developed. Many labels exist in Switzerland (Minergie, SIA-Recommendation 112-1, MinergieEco, Effizienzpfad and the Passeport Bâtiment), but their criteria are not systematically fulfilled, and many observers consider them as too lax. That is the reason why the Banque Alternative Suisse created its own sustainable housing ranking, the “BAS standard”.
This rating takes all aspects of housing and construction into account, classified under five categories (Exploiting surface of the building, its ecobiology, its geographical location, its potential use, and finally the means with which it was built) and gives a global note which corresponds to the impact the construction of the building will have on the environment. This note will then determine the interest rate the client will get, most preferential rates corresponding to best notes, with three discount levels:

· 1 ( - 0, 125%

· 2 ( - 0, 375%

· 3 ( - 0, 625%

If other banks offer the same kind of discounts on the interest rate, the Banque Suisse Alternative is the only one which doesn’t consider the Minergie Label as sufficient and which doesn’t limit these discounts over time. Experience showed that for the customer the additional cost generated by the ecological construction is amorticized over 8 years. 

Questions 
What is the BAS risk management policy for these loans ? 
( At the global level the client’s insolvency risk is comparable to other sectors. It is too early for the time being to establish relevant data on the credit risk difference between consumers according to their environmental rating. 
Who are the main clients and what is the highest acceptable debt ratio? 
( The clientele is quite flexible, but as the bank is quite small, it deals above all with SMEs. The innovative character of the project is more important for us than the debt ratio, as far as it is not ecoomically unbearable. 

Please find attached the PowerPoint presentation, only available in French.
Structuring the Global Green Economy via workers co-operative financed by green banks.

By Michael Peck, North American delegate of the Mondragon Co-operative Corporation
Michael Peck
For the past decade, Michael Peck has served as the first North American delegate for Mondragon Cooperative Corporation International (MCCI).  In this context, Michael works closely with the senior leadership and membership of the National Cooperative Bank (NCB), the National Rural Electric Cooperatives Association (NRECA) and their new National Renewable Cooperative Organization (NRCO), and the National Cooperative Business Association (NCBA).  Michael is also one of the founders of the Green Bank Coalition.
· The establishment of a federally owned, not for profit Green Bank—formally called the Clean Energy Deployment Administration, or CEDA in the House and Senate Climate Legislation currently before Congress and the Administration —will spur private sector investment in innovation, help end dependence on foreign oil, and help diversify local sources of energy to lower prices over the long term while also confronting global warming.

· The creation of a Green Bank will encourage a long overdue integrated and strategic approach to clean-energy innovation, efficiency, and deployment in the United States and will open credit markets, motivate private business to invest again, and create good, clean-energy jobs here at home.

· In partnership with the private sector, the Green Bank will enable innovative, commercially viable clean-energy technologies in such areas as wind, solar, geothermal, advanced biomass, increased efficiency, and transmission infrastructure — all to be deployed on a large scale. No single technology must be allowed to absorb a disproportionate share of the funding. A Green Bank will operate in an open and transparent manner, and will be held publicly accountable for its lending activities.

· A Green Bank funded at $7.5 billion could fund generation of 60 to 80 gigawatts of clean energy over a period of 20 years, or 3 to 4 GW annually. The result: Our national security will be enhanced by reducing our dependence on foreign oil. A fully capitalized Green Bank at $50 billion could:

· Provide enough electricity to power approximately 22.9 million cars per year

· Decrease gasoline consumption by an incremental 12.6 billion gallons per year

· Decrease oil consumption by an incremental 642 million barrels per year, or 1.8 million barrels per day

· The Green Bank will marshal a variety of well-established financial tools and incentives to enable the federal government to enlist the private sector to increase the amount of debt capital available at lower rates to clean-energy projects.

· A Green Bank can vastly expand the tools available to lenders by providing direct support, such as direct loans, letters of credit, and loan guarantees, and indirect support, such as authority to issue bonds, purchase debt securities, and other financial products.

· In a clean-energy project, the Green Bank can potentially reduce the cost of debt by half—to about 4.5 percent in today’s credit markets from around 8.5 percent without federal support. As the cost of debt is reduced, projects can still provide a 15 percent return on equity and meet debt coverage ratios without an increase in electricity rates.

· By lowering the cost of debt, the Green Bank allows utilities to provide the same levels of electricity from clean-energy sources without passing on any additional costs to the consumer.

· The result will jumpstart business investment, increase capital at reduced loan rates, lower energy prices to consumers, and spur the construction and operation of more clean-energy technology and energy efficiency projects throughout the country.

· A Green Bank capitalized with $10 billion can leverage capital at the standard 10-1 ratio to provide loan guarantees in support of $100 billion in private-sector investment in clean energy. The private sector can also provide an additional $100 billion in equity.

· As a result, a $10 billion capitalization of the Green Bank translates into $200 billion available for in clean-energy investments.

· The Green Bank can help meet the demand created by a national renewable electricity standard, and it will encourage the deployment of a smart grid and modernized transmission to ensure supply comes from optimal locations throughout the country. In addition, energy efficiency projects financed by the Green Bank would include any project that results in a net reduction in energy use required to achieve the same level of service prior to their application. Such projects would include smart-grid technologies and energy efficiency gains in existing buildings and new construction.

· Smaller projects could be aggregated so as to attract more financing in an area where it has been difficult to secure financing in the past. As noted above, credit support from the Green Bank includes a wide-ranging toolbox (including direct loans, letters of credit, and loan guarantees) that will assist states, localities, and the private sector in rolling out innovative mechanisms to finance building energy efficiency retrofits at scale. This includes municipal bonds, utility loans with on-bill repayment, and increasing commercial loans for retrofits, as the Green Bank effectively lowers the uncertainty and technological risk associated with a lack of historical performance data.

· Philosophical Conclusions:

· To ensure economic growth is sustainable, the new “green” economy must be built on collaboration.  The new labor-environment convergence emerging in the U.S. can be viewed as the end of false choices (i.e. the false choice between a good job and a clean environment).  Green Economy leaders realize that the old models no longer command respect and that the next step must be to rid our economies of other false choices.

· This next phase of the Green Economy will need countries to get the human resources equations right on both sides of the company/labor ratio starting at the supposed top as well as the supposed bottom as we transfer from a “culture of irresponsibility” towards a new structural ethos based on progressive worker empowerment concepts and models that produce results and inspire respect.

· We know that good labor practices lead to profitability – there is a lot of literature on this.  We also know that the Corporate Sustainability Index (CSI) shows how companies improve their performance by going green in terms of waste reduction.

· A new worker empowerment ethos means a new era of inclusive, interactive, socially networked, Green Economy rights and principles.

· The Green Bank can serve as the financial tool to articulate a global partnership to identify newer, more progressive models that respect but enhance capitalist marketplace foundations through the qualities of fairness, transparency, more inclusion, and broader access.

· Concrete Steps:

· Recommend that global cooperative financing institutions recreate similar Green Banks in their respective geographies

· Recommend that our collective movement work vigorously to make ‘Green Bank Lending Through Cooperatives” a staple tenet of all multilateral lending institutions

· Recommend that energy efficiency operations around the world be developed as worker cooperatives with cooperative and multilateral financing institutions poised to incentivize these structures in their respective geographies so that the workers own the activity and benefit from the results on a continuing sustainable basis.

Thank you.

Questions

What do you expect from this lobbying? 
( Lobbying is always a way to make oneself heard. As we ask for a governmental support, we need lobbying and shall not be afraid to do so: many banks did resort to lobbying to get what they need. To have an influence on legislators implies to get organized, and not only within each sector. All actors concerned directly or indirectly by sustainable development must join together so that their influence increases: green bankers, co-operatives ones, but also workers in industry and environmental technologies. 

How can you finance sustainable projects and expect a 15% financial return on equity?

( Federal funding would reduce the cost of debt by half and thus increase the return on equity for investors, which would be high as investment would be devoted to innovative clean energy technologies, displayed on a large scale.   
Green Growth Strategy – Indian Cooperative Banks*
B. S. Vishwanathan
Serious threat posed to our earth and its living species in the process of development and economic growth has left no choice but to seriously think of measures to contain global warming and pollution caused by emission of green house gasses by industries, indiscriminate exploitation of natural resources, destruction of green cover and such other man made self-destructive pursuits.  Not only our Governments but also the society as a whole has responsibility to save this earth from ecological disaster.  We realise that cooperatives, particularly the banking and credit sector, too have a role to play in this task of immense importance through an action plan and strategy.  In the context of Indian situation, I will confine my observations to rural cooperative credit and banking institutions’ contribution to sustainable rural development in general and agriculture in particular.

Structure, Outreach and Operations :

Before I proceed, it is appropriate to outline briefly the structure of Cooperative Banking, its out reach and operational parameters.  Cooperative rural credit and banking sector is a century old institutional set-up now covering almost every village in India numbering about seven hundred thousand.  In number, there are about 160 thousand cooperative credit and banking outlets in rural India mostly serving the agricultural sector providing credit for seasonal operations and for investments besides retailing farm inputs like seeds, fertilisers and pesticides.  Agriculture is the mainstay of Indian rural economy on which depends almost 60% of the population for livelihood.  However, contribution to overall GDP has been going down constantly and accounted for only 17% in 2008-09.

Market share of cooperatives in agricultural lending was over 50% a decade ago but this has come down to almost 20% now mainly because of multi-agency approach and aggressive entry of public sector commercial banks and State sponsored regional rural banks and their mandated lending for Government sponsored programmes in pursuit of a policy of financial inclusion.  However, cooperatives have not lost their relevance and importance when it comes to providing credit and other services to small farmers and other rural borrowers in remote villages.  Cooperative Banks credit operations for agriculture during the year 2008-09 aggregate about Rs.400 billion, a bulk of which has gone to small farmers and other rural poor whom the commercial banks consider non-bankable.

This Seminar on ‘Cooperative Banks Contribution to Green Growth” is a positive contribution for evolving a green banking policy and strategy for green growth.  Such a programme should ensure growth of agriculture and the rural economy on a sustainable basis and at the same time maintain and preserve the bio-diversity and ecological balance. Frankly neither we have any experience to demonstrate nor have we adopted an ecological loan policy or programme for green growth.  We would like to learn from others experience particularly from the presentations of learned cooperative bankers who are going to enlighten us in this Seminar.  We have in India provided credit for certain eco-friendly beneficial developmental activities which we now feel need to be broad based and launched as a programme in a strategically planned and coordinator manner.   Only then we shall be able to demonstrate the positive impact of the programme on the ecology, economy and the living condition in the rural areas touching the lives of millions of farmers.

Recently NABARD, a premier Development Finance Organisation of the Government, has launched an Environmental Promotional Assistance Scheme (EPA) for undertaking activities related to environment protection aimed at sustainable and environment friendly agriculture and rural development with a focus on demonstration of replicable eco-friendly technologies.  Cooperative banks Green Growth financing will have to be tied up with agencies like NGOs, Universities and Research Institutions for implementing environment protection programmes in order to ensure technological support and farm guidance and extension services to the farmers for optimum results and benefits.  

The cooperative rural credit and banking sector in India with a membership of about 180 million is a major player in agricultural credit operations.  The banks need to sensitize the farmers and create an awareness for environment friendly green growth agriculture, which is sustainable. Besides adoption of appropriate replicable technologies for eco-friendly growth of agriculture, the cooperative banks have to evolve a sustainable growth model for financing environment friendly but economically beneficial products for watershed development, production of organic fertilisers, bio-gas for cooking, renewable energy through solar, wind, bio-mass, etc. for meeting power needs, rural housing by use of local resources and such other financial products for village resource management and employment generation.

The various products / activities cooperative banks have financed or propose to finance under the strategic plan and programme will broadly cover :

· Water – Micro-watershed development and post-watershed development, management of water resources, conservation and augmentation of water resources and development of minor irrigation.

· Forestry – Farm and social forestry, nursery, fodder cultivation, etc.

· Fertilisers – Promotion of organic fertiliser (green manure) and conversion of waste into organic manure, vermi-composting for minimising off-farm inputs like chemical fertiliser and other agro-chemicals – both for productivity and health.

· Pesticides – replacing harmful chemical pesticides by natural and eco-friendly pest management – to prevent water pollution and soil degradation.  

· Renewable energy – energy conservation and renewable energy generation which process does not result in emission of green house gasses – use major renewable energy sources like solar and wind which are locally available and are everlasting. 

· Bio-energy – non-conventional energy resources like Bio-gas and smokeless wood burning stoves for conservation of fossil fuels like kerosene and firewood.  Use of animal waste and kitchen waste for producing Methane gas mostly for cooking at houses and for community purposes.

· Housing – Rural housing, which is cost effective and promotes use of local resources – less dependence on cement, steel, etc. as also on conventional energy which pollute environment by installation of renewable energy sources for heating, cooking and lighting.  

The strategic green growth credit policy, plan and products to be implemented by the cooperatives banks will have the following four major components :

i) An appropriate credit policy and products which promotes sustainable growth of agriculture and rural economy.

ii) An awareness programme of education and training on eco-friendly green growth model which includes demonstratable effect of technologies.

iii) Technologies and its application supported by banking credit products which enhances economic benefits and quality of life without disturbing eco-systems.

iv) Coordinated approach for development of agricultural economy with other agencies for supportive services including farm guidance. 

The strategic Plan and products broadly outlined to be implemented by cooperative banks aims at sustainable development of agriculture and the rural economy which is eco-friendly protects environment and preserves bio-diversity.  Any such credit policy and related service products of cooperatives should demonstrate tangible economic benefits to the farmers besides improving the quality of life.  Adoption of low cost technologies, use of locally available resources and generating employment potential in the rural sector are other major objectives.  Awareness campaign, dissemination of information, demonstration of technologies which promotes green growth are some of the promotional activities to be undertaken jointly in coordination with other Government agencies and NGOs concerned with agriculture and rural development, farmers welfare and protection of environment and prevention of global warming.  In this great task of promoting green growth and protecting our earth, every individual has a role to play so also the cooperative banks which serve the common man, mostly the farmer, in the Indian context.

Before I conclude, I compliment ICBA for organising the seminar on a topic of great relevance.  Sharing of our experiences and dissemination of valuable information on the topic of the Seminar is immensely beneficial in our work.  In furtherance of the cause of green growth, I propose to workout a RCBA seminar for Asia-Pacific Region in collaboration with COBI and others agencies to draw an implementable plan of action by cooperative banks in their respective countries.

Green investments and green finance in the Netherlands
 Huub Keulen, Director of the Rabo Green Bank
Huub Keulen, Director of the Rabo Green Bank
Huub Keulen, 54 years old; is an agricultural economist; working in Rabobank since 1985. Started as a staff economist, switched to corporate banking Food-and Agribusiness, worked in Rabobank International in Spain comm.dir, thereafter as a general manager in several local member banks; since two years in Rabo Green bank BV as one of the two members of the managing board.

Rabo Green Bank BV is a 100% subsidiary of Rabobank Nederland. The bank is the instrument through which Rabobank facilitates the local member banks as well as other subsidiaries to finance clients, companies as well as individuals, with so called green loans.

The presentation will explain the possibilities of green investing and financing in the Netherlands under the so called Green Arrangement of the Dutch government. This system includes tax benefits for individuals for investing in sustainable (green) projects with a significant contribution in the lowering of carbon emissions. The role, position and opportunities of Rabobank in this market will be specified as well as the main weaknesses and threats of this system.
As it was mentioned in the previous presentations, banks can encourage sustainable development in two ways: in applying a strong CSR policy within the company and in creating investment funds or credit products especially dedicated to green projects. Rabobank tries to ally both approaches, but I will focus more particularly in this presentation on the second one. 
I would just briefly remark that Rabobank made of the CSR policy one of the five pillars of its development strategy. Concretely, the bank tries to adopt attitudes that match with sustainability criteria: the relationships with clients are not only determined by commercial and profitability imperatives, and a permanent contact and dialogue must help us to better fulfil the customers’ expectations. 
The Rabobank created in 1995 the Rabo Green Bank to develop adapted financial products for this specific sector and to support the growth of green economy, a necessity that Rabobank considered very early as a potential opportunity. What was really decisive in the creation of this Green Bank was the introduction by the Dutch government in 1995 of the Green Investment Scheme, a tax incentive for private individual investors to encourage green initiatives. This system relies on one hand on a financial help provided directly or indirectly to private individuals (through tax incentives) and on the other hand on the Green Certificates issued by the government that guarantee the green quality of the financed projects. After nearly fifteen years of existence, the Rabo Green Bank has become the leader on the green investments market with a total investment at December 31st 2008 amounting a 3, 75 billions Euros. 

The whole system relies on a public-private cooperation, where government, consumers, companies and banks are equally involved to encourage green initiatives and show that economic actors are able to take in charge an issue that will be impossible to neglect in a few years. Next to the fact that all participants fulfil a civic duty, they also make profits which balance their initial investment. Government expends a lot of money at the very beginning of the process, but may find a compensation in increased tax revenues corresponding to the increased economic activity; individual consumers amortize the over-cost of the green product they bought (especially green houses or energy sources) in expending less money and in receiving tax reductions; companies are interested in gaining early market shares in this sector, that will be central in the coming years; the banks acquire money at low funding costs and supply low interest loans for certified green projects. I would like to focus now on the role of banks as credit issuers, which is far from being negligible in the green investment chain. 
The cooperation between the government and Rabobank allowed the bank to issue a bond with a limited remuneration which in the end and through the governmental tax discount is better remunerated than classical bonds on the market. A simple example can help us understand better the situation: 

	Period 5 year
	Market rate
	Rabo Green Bond

	Interest
	4,0 % 
	2,0 %

	Wealth tax
	1,2 %
	n/a

	Subtotal
	2,8 %
	2,0 %

	Discount income tax
	n/a.
	1,3 %

	Net result
	2,8 %
	3,3 %


This product presents all the advantages of a classical bond, with a fixed interest rate and a guarantee on the principal amount. But its subscribers additionally enjoy a tax incentive (2,5% with a maximum of 50 000 euros per individual) and feel comfortable to have their money working for sustainable projects. 

The first contribution of Rabo Green Bank in financing the green growth corresponds to recollecting money from customers at advantageous prices; the second one is to reinvest this money (3,75 billions euros) in green projects. Nearly 66% of the funds are invested in projects developing green housing, the residual being mainly divided between global warming, wind energy and organic farming. 

  
It is important to notice that Rabobank made the choice to apply its co-operative principles to this modern subsidiary by giving priority to its local network: 90% of the presented projects are managed by local branches, ratified by specialized evaluation organizations (SenterNovem and Dienst Regelingen), then adapted and presented to the Government to get the Green certificate, before the credit constitution can begin. It is a good example of the competitive advantage that co-operative banks can take from their dense local network to gain rapidly market shares in the innovative green economy. The whole process lasts in general two months. 
The projects are carefully discussed and evaluated, and in general present the following characteristics: they are situated in the Netherlands, in the Netherlands Antilles and in non-OEDC countries; they must provide a significant and immediate environmental benefit. It must mobilize as a minimum 22 689 euros and 334 millions as a maximum. This green validity is certified by green certificates issued by the government, but more detailed requirements can exist, according to the category it is included in (around 30 project categories exist).  
The global green banking market in the Netherlands represents 6,75 billions euros of investment supported by 233 000 investors, and the global green finance amounts to 6,09 billions euros financing 3000 projects. Rabobank holds 55% of the market shares in this sector. 

We can identify several threats for green banking in the Netherlands: the economic crisis may reduce the investment opportunities; difficulties linked to particular sectors (low return for the forestry and nature sector, incompatibility of wind energy with the urban way of life…) may slow the development of this economic sector. But trends are rather positive for the coming years: the public is getting more and more aware of the necessity to adapt its consumption to ecological imperatives, the government strongly recommends this adaptation and envisages even consider to extend the Green investment scheme.  
We must notice that the Dutch government is a key factor in the green banking in the Netherlands.  By renouncing to income tax, it encourages more than € 6 billion green investments. Banks had to adapt to this original initiative in proposing innovative financial products both to companies and to investors to be an efficient support to the green growth. As a conclusion, we could quote Just van Lidth de Jeude, minister for technology: ”The Green Funds Scheme is unique  in the world. Many sustainable projects have been stimulated through this scheme. Continuity is more important than flexibility, because banks have long term commitments through green finance.”

Questions:

What is the average length of your loans? 

( We issue 3 or 7-years bonds. In this system, the bank is only an intermediary between the bond holder and the financed projects. For a 10-years loan, it is necessary to issue new bonds at the end of the first period. 

Are there concrete differences between Rabo Green Bank and other green banks?

( Rabo Green Bank is the only green banking institution that relies on a co-operative bank. There is a very aggressive competition between green banks, and each one has to differentiate itself from its competitors.
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Arnaud Berger, Deputy Director in charge of sustainable growth, BPCE.
Arnaud Berger, 41 years old, is a biologist and a graduated engineer from the Strasbourg Institute of applied science (INSA). He started as environnemental/security engineer in Steelcase Europe Inc. before joigning Banque Populaire in 1999 as sustainable growth manager. Since August 2009, he is Deputy Director in charge of sustainable growth in BPCE Group, which gathers both Popular and Savings Banks networks. 

The development of co-operative banks has been founded on religious, political or philosophical values, which aim has always been to promote social progress. In addition to this social dimension, sustainable growth meets growing social expectations in the field of environnemental conservation and, as a consequence, constitutes a strong innovative market for the banking sector. Through their local dimension and their profitability objectives which are compatible with medium-term growth, co-operative banks have assets to innovate in this field and take a predominant part in financing projects with social and environnemental progress objectives. The contribution of BPCE to these financing innovations shall be exposed.  
First, I would like to remind you that sustainable criteria are scarcely recognized by financial and accounting auditors, mainly because they have a strongly qualitative, not quantitative dimension. Nevertheless, banks have to play their role in the development of a green economy by proposing adapted products and implementing sustainable development policies in the banks’ global management policy. 

In the field of green investment, there are three main challenges banks have to face: expertise, profitability and guarantees.

Environment shall be considered as a real criterion of analysis: green banking must involve both banking and ecological experts. Many bankers lack sufficient knowledge to recognize viable projects, and must be helped to choose really innovative green projects and determine what they precisely have to finance within the project. In addition to this first expertise level, external expertise shall be provided by public-private partnerships or by independent evaluation organizations. Technical and ethical Committees can even be formed to approve the projects, the main point remaining that gaining market shares in this sector can only occur through a real expertise. 

The second challenge to be faced is the redemption of the initial investment, which could be more important than for classical financial instruments. Listed societies could find it difficult to accept it, for their ROE-imperatives lead them to give the priority to short term investments. Even in the green economy sector, some projects are systematically preferred to others: waste disposal projects are much more rapidly profitable than sun or wind energy investments, which sometimes lack funds. 
A third danger is the guarantee issue: green banking means new financial products issued on new markets for new entrepreneurs. As a consequence, the risk must be assessed very carefully, and that banks have to issue financial products that will be profitable in the middle term. 

To face these three challenges, co-operative banks have several competitive advantages. Their strong local network makes them closer to the most innovative companies, which are often SMEs. Moreover, this local dimension will enable them to better meet the particular expectations of each region, which is particularly important in the green economy and for the partnerships that should be established with local public institutions: they will have a more direct access to external expertise. The demand of profitability is then traditionally lower for co-operative banks than for capitalist ones, which are submitted to the short-term requirements of their shareholders. As a consequence, co-operative banks are more adapted to issue products with middle- or long-term profitability. 

When we take a look at the global financial resources in France, we observe that the green sector is underfinanced: tax incentives are far from being as efficient as in the Netherlands. As they offer a much lower remuneration than financial markets, green investments mainly depend on ethical choices rather than economic interests, at least partially. This explains the restriction of green investments, whereas the potential demand is very important. The first mission for green investors and banks is consequently to find money, and to attract funds that are invested today in other sectors. The Dutch example suggests that state incentives could be determinant in this perspective. 
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The participation of the government would be all the more decisive as loans with subsidized rates remain the more secure way to finance green projects. Other solutions, as an increase of the accepted debt ratio, don’t appear as viable in the long term. Subsidized loans, as they distribute the over-cost of green housing between government, customers and banks, are the solution where the over-cost is amortized the most rapidly (around 15 years for an over-cost of 7%). In the long term, public subsidies should be replaced by market ressources. 

In conclusion, we must remind that banks, and especially co-operative ones, can take a great advantage of sustainable development, as a non-negligible demand does exist among consumers. Banks should also elaborate an adapted business plan to develop their activities in this sector. Three main challenges must be taken up by banks: the internal and external expertise, partnerships with public or private investors to solve the problem of underinvestment in the green sector and guarantees to control risk and secure profitability in the middle or long term. 
In this perspective the Dutch example was not an isolated case; public powers (the national government or regional institutions) will play a central role either through direct investments or through an incentive tax policy. But their intervention won’t solve all problems and banks have also to adapt their own financial products to this new context.
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The Swiss alternative Bank: ecological, social and transparent. 


By Dominique Rotten, Director of the Romand representation of the Swiss alternative Bank.

















* Presentation by Dr.B.S.Vishwanathan, President, COBI and Chairman RCBA (Asia-Pacific) at the ICBA Seminar on “Cooperative Banks Contribution to Green Growth” at Generva – 18th Nov. 2009.





PAGE  
20

