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2008-2009 Annual Report

Dear members and supporters,

This year has not been an easy one.  The financial downturn has meant that a number of New Zealand investors have suffered through loss of their capital.  Other investing groups have indicated that their ability to financially support CSRI will be diminished in the future. The enthusiasm for considering the social and environmental impact of investments was diminished because of capital loss. 

During the last part of 2008 we explored with a number of organisations in the financial sector about being involved with us in a conference to talk about these issues.  But the financial imperatives that they faced meant that the reponse was poor.  This caused us to rethink our strategies and approach.  The Board had a number of meetings to review our strategy.  A letter was sent to members April describing the outcome of this review and inviting feedback.

In essence we recognise that a revised model and set of criteria are needed for socially responsible and environmentally sound investment.  Over 18 months ago, the CSRI Board set a goal of aiming to have SRI mainstream in New Zealand within 5 years.  The Board has recognised now that this goal is unattainable.  Even in Europe and the USA where SRI advocates have been working much longer (and with much greater resources), SRI investment has not advanced beyond 15% with the widest and most liberal definition of SRI.  The evidence indicates that under the Business-As-Usual (BAU) model, economic returns will always dominate so that even the very mainstream SRI goals will not be met.

Part of the difficulty with the model that we have been advocating is that it is based on an assumption that the way the financial sector works is fundamentally satisfactory and that all that is required is using a social and environmental impact assessment to avoid investment in certain types of economic activity, to engage with companies to encourage them to change their beahviour, and to invest in companies that have positive social and environmental impacts.  We now believe that this model is inadequate.

Over the past year or so, the international financial sector has been shown to have an overwhelmingly short-term focus based on economic returns.  It is a complex, interdependent system prone to conflicts of interest, and fraud has been rampant in the sale of subprime mortgages.  The pay system is geared to short-term gains.  Bankers and fund managers stand accused of pocketing bonuses with no thought for the longer-term consequences of what they were doing.  Although banks in New Zealand have been more robust that many overseas banks, other parts of the New Zealand financial sector have lost the confidence of many New Zealand investors for similar reasons to those felt by investors in offshore securities.  The key point from the CSRI viewpoint is that a large part of the financial sector-internationally and in New Zealand-has shown itself to be profoundly irresponsible in its core services to investors and society.

One response for CSRI is to support the calls for better regulation, in the belief that the current downturn is part of the usual business cycle of ups and downs, and that with improved regulation confidence with BAU can be restored in a year or so.  While we believe that improved regulation is needed, we do not believe that it is sufficient.  We believe a better risk and strategic analysis needs to be carried out to identify those factors that increase risk (which have been either ignored or poorly assessed by the financial sector), and to take steps to mitigate these for investors.

However, we now believe that our response should go much deeper than this.  Part of our strategic review has involved working with Sustainable Aotearoa New Zealand ( SANZ) on scenarios for New Zealand that have involved identifying the major drivers of change that are an inevitable part of the world’s future.  This analysis shows that the usual business cycles are being overtaken by a complex sequence of global changes that will take human civilisation outside the range of prior experience in terms of the speed, the magnitude and irreversibility of change.  The cyclic ups and downs of the market economy will be overtaken by abrupt and radical shifts with profound implications for people’s livelihoods.  While some aspects of these changes are very sobering, there are steps that can be taken by investors to mitigate new and emerging risks, to assess new kinds of opportunity and to show a greater responsibility to our shared future.

The feedback we have had from our members has been very encouraging, and we are planning to hold some seminars / workshops later this year, to work with individuals and groups that are interested in investment strategies and polices that take into account the major global drivers identified through such an analysis.

We have continued to promote the need for a socially responsible and environmentally sustainable approach to investment through articles and conference presentations, including a very successfulpresentation to Philanthropy NZ.  We are grateful to the many people, organisations and sponsors who support us, and in particular, Trust Waikato as a major financial supporter. I would like to record my appreciation of the commitment of members of the Board and to acknowledge the time our CEO has put in to pursue CSRI’s objectives.
Margaret Crozier, on behalf of the Board.

Chair, CSRI.
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