
Ethical Finance for a Steady 
State Economy
On Monday 26

th
 of November Cooperative Membership and Ethical Consumer 

co-hosted a discussion event around the the question: “Can moving our money 
to mutuals help solve the banking crisis and make the world more 
sustainable?”

SSM members were in attendance and naturally found a wealth of 
complementarity between ethical  forms of finance and the goal of a steady 
state economy.

The current financial and monetary system is one of the most significant 
barriers to a steady state economy based on prosperity, equality and ecological 
sustainability. Under the current system of fractional reserve banking, banks 
have the privilege of creating new money as debt whenever they make a loan. 
Shareholder-owned banks with short term interests therefore try to create as 
much money-as-debt as possible, resulting in the pursuit of growth at all costs, 
boom and bust cycles, uneven development, financial crisis and tax-payer bail 
outs. 

SSM supports a national move to Full Reserve Banking recommendations (such 
as those proposed by the growing Positive Money1 campaign and the joint 
Positive Money and New Economics Foundation Submission to the Independent 
Commission on Banking2) to end the cycle of boom-and-bust and remove this 
key driver to pursue growth at great social and environmental costs. These 
proposals are being backed by many leading economists and policy makers and 
are supported by research including an IMF working paper which used state of 
the art micro-economic modelling to test the effects of such reforms and found 
greater positive impacts than had been previously predicted.3

In the meantime, by saving or borrowing with the big four banks we actively 
support their ability to create money as 'growth-necessitating-debt' in our 
names. Monday evening’s event focused on the growing number of individuals 
putting their money where their mouth is, sending a clear message of protest 
to the financial institutions and making concrete steps towards a more ethical 
financial system by moving their money from the large shareholder-owned 
banks to mutuals, credit unions, cooperatives and other ethical forms of 
finance.

Louis Brooke spoke on behalf of the consumer banking protest campaign Move 
Your Money UK, building on the success of the US campaign which led to 10 
million people moving their deposits to local, ethical and socially useful 

1 http://www.positivemoney.org/  
2 http://www.neweconomics.org/publications/towards-a-21st-century-banking-and-monetary-system  
3     http://www.imf.org/external/pubs/ft/wp/2012/wp12202.pdf

http://www.positivemoney.org/
http://www.imf.org/external/pubs/ft/wp/2012/wp12202.pdf
http://www.neweconomics.org/publications/towards-a-21st-century-banking-and-monetary-system


financial institutions. The campaign encourages moving your money as a 
simple and powerful way to build a better banking system.

Rob Harrison from Ethical Consumer spoke encouragingly about the previous 
success of consumer boycott campaigns on bank behaviour. The student 
boycott that caused Barclays to pull out of involvement in apartheid South 
Africa in 1986 was an example of banks taking notice when they lost a 
significant market share in customers and changing policy accordingly. The 
widespread dissatisfaction with the financial sector and the strength of public 
feeling that it is unfit for purpose lends traction to the ability of people moving 
their money to send a clear message to banks and regulators and to 
cooperatively build an alternative financial system.

The rising popularity of cooperative finance since the crisis and the multiple 
scandals involving the large shareholder-owned banks was confirmed by Chris 
Mills from the Co-operative Bank. The Co-op gained 100,000 new customers 
over the summer who see it as safe and ethical alternative to the main 
shareholder-owned high street banks. The Co-operative Bank aims to increase 
its presence as a mainstream alternative through more branches in the near 
future. Louis Brooke suggested that this was a mistaken strategy given the rise 
of various forms of virtual banking via internet/mobile phones. However at 
present the lack of a local branch does seem to be a barrier to some 
customers.

The cooperative decision making and incentive structure represents a 
promising model for Steady State objectives. Unlike shareholder-owned banks, 
whose motives are short term and profit driven, a cooperative financial 
institution involves all customers democratically in management, which tends 
to result in broader and longer term goals. Such goals may be more prudent, 
risk averse and sustainable investment decisions as well as internalizing the 
social and ecological concerns of its members. The Co-operative Group’s 
landmark 1992 Ethical Policy is an example of this and has been giving 
members a say in how their money is invested for the last 20 years. Since '92 
it has included a commitment against investment in intensive farming and the 
extraction and production of fossil fuels.

A question from the SSM collective led to the acknowledgment that the 
Co-operative bank does not operate full-reserve banking; in this way it is still 
linked to growth. However it does operate a risk-averse reserve policy, 
avoiding financial derivatives for example, and therefore is unlikely to ever 
require a tax payer bail-out. Considering the policy of ethical investment 
screening and the commitment not to invest in fossil fuels it still represents a 
sustainable and ethical banking decision.

There was agreement that not enough was known about alternative and ethical 
financial institutions even within the green movement. Below is a list of the 
main types of ethical financial institution and how they may contribute towards 
a steady state economy.



Banks – Triodos4 deserves an honourable mention as the only 'bank' in the UK 
which only lends 'Real' money, that is money entrusted to them by savers, and 
chooses not to be listed on the stock exchange to prevent profit concerns 
encroaching on ethical principles. It also has an uncompromising commitment 
to investing in ecological sustainability. They offer an easy access online 
savings accounts from £1, as well as fixed term ISA's and various bonds with 
good rates of savers. They don't curently offer personal current accounts in the 
UK.

The The Co-operative Bank along with the Islamic Bank of Britain are the only 
banks with ethical commitments that offer personal current accounts to 
customers. However many Building Societies also offer personal current 
accounts.

Mutuals – Building societies are mutual organizations: there are no external 
shareholders so they are owned and run by their members/customers. By 
joining a building society you have a say in how it is run and all profits are 
redistributed to customers who use the bank rather than shareholders. Building 
societies are forbidden from foreign exchange and commodity speculation and 
must raise 50% of funding from members which is usually long term and less 
risky than excessive reliance on money markets, which led to failures of banks 
such as Lehman Brothers, RBS etc. The ethical credentials of building societies 
vary and they are just as responsible as banks for over inflation of the property 
market. Ecology Building Society5 is recommended due to its exclusive funding 
of environmentally sustainable developments and communities.

Credit unions – are cooperative financial institutions owned and run for their 
members with no external shareholders. Each member has one vote. All 
savings are lent to other members and thereby meet needs in the local 
community, otherwise deposits are placed in ethical banks such as the Coop 
(but not always). 

Credit Unions offer access to borrowing to groups who may otherwise be 
excluded from mainstream bank loans and fall prey to predatory loan sharks or 
payday loans companies. These types of lenders as well as mainstream banks 
have a vested interest in increasing personal debt whereas credit unions do 
not. The interest CU's can charge on loans is capped by law at 26.8% APR 
compared to the 4,000% APR advertised by payday loans company 'Wonga'. 
More public support for credit unions is needed to increase their ability to fulfil 
this role in face of a growing predatory payday loans sector. However 
individuals can also support them by saving with them.

Credit Unions operate on the basis of a members holding a common bond such 
as living or working in the same region. In this way they represent a way of 
banking that supports economic well being in the local bioregion. In order to 
borrow from a credit union it is required that customers also save, in this way 
they encourage and assist in the reduction of personal debt.6

4 http://www.triodos.co.uk/  
5 http://www.ecology.co.uk/  
6 http://www.manchestercreditunion.co.uk/  
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CDFI's – Community Development Finance Institutions provide affordable 
finance to communities that would otherwise not be available. They are a good 
source of finance for small businesses, charities and social enterprises and 
represent an ethical investment in local communities for savers.7

Community Shares – Community shares offer individuals and businesses a 
way to invest in local cooperatives or community interest company's. They 
offer an opportunity to support and become involved in the running of an 
organisation which aims to create local, ethical or social value as well as 
returns. The total value of community shares that can be held by an individual 
is limited and each Shareholder has one vote to prevent concentration of 
shareholder power. Community shares have been very successful in financing 
and gaining local support for renewable energy projects. In Manchester, urban 
wood management and sustainability company Treestation have issued a 
community share offer which ends on Friday 7th December and have 
successfully raised £120,000 of finance this way.8

Peer-2-Peer Lending – there are many P2P online lending platforms such as 
Zopa9 which match savers with borrowers cutting out the middle man of 
investment banking. As only deposits by savers are leant out and nothing more 
this model doesn't contribute to the problems of fractional reserve banking. 
With no shareholders rates for borrowers can be very good and the model 
offers personal ethical discretion over types of investment projects and in this 
way can represent an ethical banking decision.

A wealth of information on ethical financial institutions is available from the 
Move Your Money10 and Ethical Consumer11 websites.

The resources are already available for individuals to affect positive change in 
the banking system, for a future based on prosperity, equality and human 
flourishing within ecological limits, by moving their personal finances as well as 
campaigning for the elimination of fractional reserve banking. Steady State 
Manchester encourages individuals and communities to do so and aims to look 
for further ways in which financial and economic tools can be used to advance 
steady state objectives in the near future. 

7 http://www.cdfa.org.uk/  
8 http://www.treestation.co.uk/  
9 http://uk.zopa.com/  
10 http://www.moveyourmoney.org.uk/  
11 http://www.ethicalconsumer.org/  
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