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Role of Financial Inclusion in Achieving Sustainable Development
Goals

Sumita Guha
Assistant Professor, B. M Ruia Girls’ College, Mumbai

ABSTRACT

Financial Inclusion is defined as the availability and equality of opportunities to access financial
services. One of it’s aim is to get the unbanked and underbanked to have better access to financial
services. Basic goal of sustainable development is the long term stability of the economy and the
environment which can be achieved through the integration of economic, social and environmental
concerns during the decision making process. Financial inclusion can lead to sustainable economic
development. The sustainable development goals are a collection of 17 global goals designed to be a
‘Blueprint to achieve a better and more sustainable future for all. These goals can be achieved through
financial inclusion ..This paper examines the role of financial inclusion in achieving Sustainable
Development Goals. This paper highlights the financial inclusion policies adopted in different countries
worldwide. This paper focuses on the financial inclusion policies initiated by the Government of India.
This paperexplores the outcome of financial inclusion policies initiated by the Government of India.
Finallythis paper recommends some strategies to strengthen the role of financial inclusion in achieving
sustainable goals successfully.

Keywords- Financial inclusion ,Sustainable Economic Development, Sustainable Development Goals.

INTRODUCTION

Financial Inclusion means individuals and businesses have access to useful and affordable financial
products and services that meet their needs like transactions, payments, savings, credit and insurance
delivered in a responsible and sustainable manner. Having access to a transaction account is a first step
towards the broader financial inclusion as a transaction account allows people to store money, to send
and to receive payments. A transaction account serves as a gateway to other financial services, that is
why ensuring that people world wide can have access to a transaction account is the focus of the World
Bank Group’s Universal Financial Access 2020 initiative. Financial access facilitates day to day
transactions, helps families and businesses plan for everything from long term goals to unexpected
emergencies. As account holders are more likely to use other financial services such as credit and
insurance to start and expand businesses, invest in education, health, risk management and financial
shocks which can in tern improve the overall quality of their lives. Financial inclusion has been
identified as an enabler for 7 of the 17 Sustainable Development Goals. The G20 High-Level Principles
for Digital Financial Inclusion. The World Bank Group considers financial inclusion as a key factor to
reduce extreme poverty and boost prosperity and has put forward an ambitious global goal to achieve
Universal Financial Access (UFA) by 2020. Since 2010,more than 55 countries have made
commitments to financial inclusion and more than 60 have either launched or are developing a national
strategy.

In India the concept of financial inclusion was first familiarized in the year 2005 by R.B.lI while
releasing annual Policy Statement. Financial Inclusion includes poorest of the poor people in the formal
banking industry with the objective of saving their minimal finances for future purposes. Many poor
people are cheated and exploited by rich landlords as well as unlicensed money lenders due to their
vulnerable conditions. Financial inclusion can change this serious and hazardous condition. Financial
inclusion strengthens the financial system of the country. It assures the availability of economic
resources. Most importantly it strengthens the concept of savings among poor people living in both
rural and urban areas. This way it contributes towards the progress of the economy. Financial inclusion
promotes sustainable economic development. An efficient financial system in a country plays a crucial
role in smooth and efficient functioning of the economy.
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OBJECTIVES
1. To examine the role of financial inclusion in achieving Sustainable Development Goals.

2. To highlight the financial inclusion policies adopted in different countries worldwide.

3. Tofocus the financial inclusion policies initiated by the Government of India.

4. To explore the outcome of financial inclusion policies initiated by the Government of India.
5

To recommend some strategies to strengthen the role of financial inclusion in achieving sustainable
goals successfully.

RESEARCH METHODOLOGY
It is basically a descriptive study. The data related to this study have been gathered from various
secondary data sources which include information from books, journals, articles and internet

SCOPE OF THE STUDY

On 25 September 2015,,the united nations General Assembly adopted the 2030Agenda for sustainable
development, along with a new set of development goals that are collectively called Sustainable
Development goals (SDGs). The SDGs are:

1. No Poverty

Zero Hunger

Good Health and Wellbeing

Quality Education

Gender Equality

Clean Water and Sanitation
Affordable and Clean Energy
Decent Work and Economic Growth

© © N o gk~ DN

Industry, Innovation and Infrastructure

-
©

Reducing Inequality

[y
[

. Sustainable Cities and Communities

-
o

Responsible Consumption and Production

-
w

Climate Action
Life Below Water
Life on Land

Peace, Justice and Strong Institutions

e e
SIS

17. Partnerships for the Goals

Financial inclusion means that people have access and can effectively use appropriate financial
services. Such services must be provided responsibly and sustainably in a well regulated
environment.Financial services can help people to make investments to escape poverty.

Since ancient times the Philosophers and Thinkers have preoccupied with the issues of equality and
justice. Reducing the inequalities and increasing the degrees of inclusiveness can lead to sustainable
development. Financial Inclusion can be the key tool for poverty alleviation, reduction in inequalities of
income levels, Social inclusion of disadvantaged and marginalized people and inclusive Growth .Hence
financial inclusion can play an important role in achieving SDGs.
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Financial Inclusion Policies Adoptedin Other Countries-

Financial inclusion is rising globally. The 2017 Global Findex data base reveals that 1.2 billion adults
have obtained an account since 2011 . the share of adults who have an account with a financial
institution or through mobile money service increased globally from 62% to 69% between 2014 and
2017 that is in 3 years of time span. In developing countries the share increased from 54% to 63%.
Women in developing countries remain 9 percentage points less likely than men to have a bank account.

Financial inclusion is seen as a policy priority in many countries in recent periods.
1. Financial inclusion Task Force (2005) in U.K

2. Community Reinvestment Act (1997) in U.S

3. “No frills “ Accounts in India (2006)

4.  “Everyman Account” in Germany ( 1996)

5. “Mzansi” account in South Africa ( 2004)

6. Emphasis on right to have a bank account by law on exclusion (1998) in France.

In 2017 around 116 million adults in the developing countries still had no bank account and almost 60
% of unbanked are women. In today’s highly globalized, technology driven world this shows us that we
have a long way to go for ensuring greater inclusion and opportunities for all.

Over the past decade account ownership has been increasing in overall Europe and Central Asia from
45 % of the adult population in 2011 rose to 65% in 2017 but the data reveals differences across sub
regions. In the high income countries in Europe ,most adults already own an account and 55 % save in
formally in financial institutions. However in South Caucasus and Central Asia the levels of banked
adults are still low in spite of the fact that there is increase in the no. of banked adults in these countries
in the recent times.

Armenia ,Georgia, Moldova, the Kyrgyz, Tajikistan and Turkmenistan are among the countries that
have experienced the greatest increases globally but they started from a low base.

Interestingly over 80% of the unbanked population in Europe and Central Asia a possess mobile phone .

Source-(Asli  Demirguc-Kunt and Cyril Muller , https;//www.wordbank.org/en/news/opinion
/2019/04/05/financial-inclusion-in-europe-and-central-asia-the-way-forward)

Account ownership in Europe and Central Asia by region

m2011 w2014 m2017
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Source: Spring 2019 ECA Economic Update of Financial Inclusion based on Global Findex database. The bars represent the share
of people aged 15 years and above who have an account at a financial institution or with a mobile money provider.

Source-(Asli Demirguc-Kunt and Cyril Muller,
https;//www.wordbank.org/en/news/opinion/2019/04/05/financial-inclusion-in-europe-and-central-asia-
the-way-forward)
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2.6 Financial Inclusion Policies Initiated by Government of India And Their Outcome

1.Pradhan Mantri Jan Dhan Yojana (PMJDY)- PMJDY is a Government initiated scheme for poor
and needy people with a National Mission for Financial Inclusion, particularly to provide access to
financial services such as savings and deposit accounts, remittance, credit, insurance, pension etc.at an
affordable rates. The scheme was announced on the eve of the Independence Day in 2014 by Prime
Minister Narendra Modi.

Features
1. This is a financial inclusion scheme applicable to 10 to 65 years age group.

2. The Government Plans to offer one lakh accident insurance cover and RS. 30,000 life Insurance
cover for those who opened accounts before 26 th January.

4% interest per annum on money deposit is given.
There is no criterion for minimum balance.
Money can be transferred to any other authorized account in India.

Overdraft facility up to Rs.10,000 is available after operating bank account for 6 months.

N o gk~ w

The Government subsidies can be directly transferred to the beneficiary’s account reducing delay
and any leakage to get service.

8. The accounts opened under this scheme are Zero balance account and if the account holder wishes
to get cheque book, the person has to fulfill the minimum balance criteria if any of the bank.

9. Theinterest rate charged on the overdraft value will be lower of ( base rate+ 2%) or 12 %.

10. The account holder is entitled to take a loan up to Rs. 5000 after six months from opening the
account. The loan amount may seem very less but this scheme is meant for people who are
marginalized and poor.

Outcome
1. 15 million bank accounts were opened on the inauguration day. The Guinness Book of World
Records recognized this achievement.

2. 29.43 crore bank accounts have been opened so far including 176.1 million account holders from
rural and semi urban areas.

Rs 65,532.77 crore balances are there in these accounts.
4. 1.26 lakh Bank Mitras are delivering branchless banking services.

There are nearly 25 crore Jan Dhan accounts in the country of which nearly 5.8 crore are zero
balance accounts.

2. Suknya SamriddhiYojna(SSY)- This scheme is a financial inclusion scheme for girls. Prime
MinisterNarendra Modi launched the Suknya Samriddhi Yojna under the “Beti Bachao, Beti Padhao”
campaign on 22 nd January 2015. The aim of this scheme is to meet the education and marriage
expenses of a girl child.

Features
1. It permits opening of one account per girl child . A family can have a maximum two accounts if
there are 2 girl children.

2. Athird account can also be opened if the first or second delivery results in twins or triplets.
Minimum RS. 1000 and maximum of RS. 1.5 lakhs can be deposited during one financial year.

4. Deposits in the account can be made until the completion of 14 years from the date of opening of
the account.
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5. The account can be closed only when the girl becomes 21 years of age. If the account is not closed
and the money is not withdrawn even after 21years of age, interest can still be earned on the
account.

6. Birth certificate has to be submitted at the time of opening the account.

7. Upto 50% of the balance can be withdrawn to meet educational requirements of the girl after she
turns 18 years of age.

8. Mony can be transferred from one authorized account to another or from post office to any
authorized bank and vice versa.

9. It offers interest rate 8.6% and provides income tax benefits.

Outcome
1. By mid March 2015 ,within 2 months of launch,1,80,000 accounts had been opened under this
scheme.

2. Karnataka ,Tamil Nadu and Andhra Pradesh reported highest number of new accounts.

3. The number of accounts opened up to October 2015 under this scheme across the country was
76,19,668.

4. The impact is that 76,19,668 girl children got Rs. 28.38 billion deposited in their name.

3. Pradhan Mantri MUDRA Yojana ( PMMY)-

Pradhan Mantri Mudra Jojna (PMMY) is a scheme launched by Prime Minister on Aril 8,2015 for
providing loans up to RS. 10 lakhs to the non corporate,non farm small/ micro enterprises. These loans
are classified as MUDRA loans under PMMY. These loans are given by Commercial Banks, RRBs,
Small Finance Banks, Mutual Funds( MFIs) and Non Bank Financial Institutions( NBFIs). The
borrower can approach any of the lending institutions mentioned above or can apply through this portal
www.udamimitra.in. Under the aegis of PMMY,MUDRA has created three products namely Shishu,
Kishore and Tarun to signify the stage of growth/development and funding needs of the beneficiary
micro unit/ entrepreneur and also provide a reference point for the next phase of growth.

Features-

1. Under the scheme a loan of up to Rs.50000 is being given under sub scheme Shishu, between RS.
50000 to 5 lakhs under sub scheme Kishore, and between 5 lakhs to 10 lakhs under the sub
scheme Tarun.

2. Mudra loans can be availed for vehicles ( commercial vehicle loan, car loan or two wheeler loan).
3. Repayment of the loan is as high as 7 years.

Outcome

1. Loans extended under PMMY during 2016-17 have crossed the target of RS. 1,80,000 crore for
2016-17. Of this Rs.1,23,000 crore was lent by banks while non banking institutions lent about
Rs.57,000.

2. During 2019-20 amount sanctioned Rs.185152.11 Crore, Number of PMMY loans sanctioned
36680492 and amount disbursed RS. 179586.21 crore.

4. Stand Up IndiaScheme

Stand Up India Scheme was launched by Government of India on 5 th April 2016 to support
entrepreneurship among women and SC & ST communities. It is similar to but distinct from Start Up
India.

Features

1. This scheme facilitates bank loans between RS.10 lakh and 1 crore to at least one Schedule
Caste/Schedule Tribe borrower and at least one woman borrower per bank branch for setting up
greenfield enterprises.
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2. This enterprise can be manufacturing, services or the trading sector.

Outcome

As on 11 th April 2017, RS. 5807.7 crore has been sanctioned in 28444 accounts. Of these women hold
22708 accounts with sanctioned loan of RS.4740.11 crore, Schedule Caste persons hold 4487 accounts
with amount of RS.825.17 crore while Scheduled Tribe persons hold 1249 accounts with a sanctioned
amount of RS. 242.43 crore.

CONCLUSIONS
1. Financial inclusion can play an important role in achieving Sustainable Development Goals.

2. Different countries worldwide initiated financial inclusion policies.
3. Government of India has initiated various policies related to financial initial inclusion.
4. The outcomes of some of the initiatives are to some extent satisfactory.

RECOMMENDATIONS
Financial inclusion is not just about opening of bank accounts.Financial Inclusion policies should be
more goal oriented to achieve sustainable development in India.
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THE IMPACT OF EFFECTIVE LEADERSHIP ON EMPLOYEE ENGAGEMENT X

Dr. Anita Jacob
Assistant Professor, B. M Ruia Girls College

——
ABSTRACT

Competitive global markets require rh(.n. organizations be equipp_ed with a 'c/ynamic c‘md cﬁc:l/engi';'qg WOPkfope,
10 meet the unexpected challenges arising out of mrblulcnl environment in the world around. Sinee a
portion of one's life is-spent at work place, it is essential that the experience one has at work place i
and constructive. A positive work place experience can lead to positive employee engagement, whereqs
workplace experience leads to employee di.vcngagemenl. Recent re.s'caf‘chcs ca'nc/ucted in this field {,f )
cnm‘m’""”" shows disengaged workers showed higher Ievel.s: absenteeism, c:cczc/enl.s", !ower productivity, highey
levels of attrition etc. Whereas engaged employees have higher levels of p}‘oducl‘lw[y, they are committeq (,
organizations goals and strategies, and have high levels Q,f customer If)yalty. Studies show thcft leadership i ;
kev function in creating an engaged workforce. Thus, in view of all this the research paper tries (o explore g,
association between leadership and employee engagement.

Mdjoy
Positiy,
hegatiy,
empl, Oyeg

Kevwords: Emplovee Engagement, Leadership

e —

INTRODUCTION _ .
Employee cngagement is often quoted as the extent to which employees feel zealous about their jobs, are
committed to their organization and walk an extra mile to deliver results to their organization. It is a concept

that tries 1o understand and explain qualitatively and quantitatively the association between an organization and
1ts employees.

The performance of all employees within an organization is driven by employee engagement. Engaged
employees find their purpose within an organization. Companies with engaged employees are in a better
position 1o face competition, form better teams, engage in better decision making and at the same time can face
challenges and setbacks more confidently. Highly engaged employees are willing to give personal effort, time,

i yond what is expected. This discretionary energy is 2

and mindshare to the organization, above and be _
behavioral outcome of true engagement. Employee Engagement plays the role of a catalyst in retention and

innovation within organization.

Leadership at every level is crucial to the functionality,

Leaders with loyal followers have a greater chance of att
towards one vision.

consistency and performance of the organization
aining exceptional outcomes with employee focus

For an organization 1o succeed in todays work environment it must foster employee engagement and leaders
will need 10 create an environment so that cach individual buys in and takes ownership of the tasks assigﬂ‘:d \:
them in the organization. Employee Engagement is dependent upon the confidence and competence of the
organizational leadership. Several styles and qualities exist in the workplace today with each new style thert
anses the need for a trusting environment with the ability to create opportunity and collaborate with others.
LITERATURE REVIEW

Leaders act as role models through idealized

influence resulting in greater employee contribution that in tur
leads 10 greater enhanced employee engageme

nt ( Shamur,House and Arthur 1993).Leaders also show genumf
concern for employees which tend to reciprocate in the form of positive response from the side of employee®
(Saks 20(),(’)'1“’?‘3@f s also play an important role jn helping the employees adopt the corporate mission withllf
their own identity(Kark & Shamir 2002).Leaders provide inspiration and encouragement that help the follower®

to ﬁqd Imnovative ways 1o overcome internal and external work challenges( Selzer &Bass 1990). Khan (1999)
descnb‘ed.the engaged employee as an individyal with physical, cognitive and emotional energies concentrat®
on achieving task related gouls,

OBJECTIVES OF THE STUDY

1. This study examines the role of leadership in employee engagement.
2. The study aims to address key drivers of employee engagement from leadership point of view.
3. The study explores the various employee engagement practices followed in Indian context.
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ROLE OF LEADERSHIP IN EMPLOYEE ENGAGEMENT
1. Improying engagement through creation of Purpose

Leaders improve engagement by defining
organization. Right from the inception stag

and communicating the mission and vision statements of the
X ¢ of hiring employees to allocating responsibilities the purpose
behind the existence of the organization is communicated to the employees. Every employee in the organization
understands why he does what he does and leadership plays a vital rolc in helping him sce his contribution to

the organization in a big way. Engaged employees are doing meaningful work and have a clear understanding of
how they contribute to the company’s mission, purpose and strategic objectives.

2. Improving engagement through Communication

When devising a communication strategy an organization should ensurc that their leaders and managers provide
a clear, consistent message with the appropriate level of information, It must be communicated with clarity,

transparency and must have an element of accountability. It must be communicated with passion and connection
to business its values and beliefs.

3. Improving engagement through setting of Individual Goals
Developing an individual goal plan for the employee is critical in employee engagement. Once individual
interests and career goals are understood the leader will be able to find a task that will align the employee to the

organizational goals. This exercise will provide a roadmap for the employee to chalk out measurable goals and
have a realistic time frame for achieving his individual goals.

4. Improving engagement through Employee Development

Leaders have a great responsibility towards employee development. Employees today are looking for
organizations that will enhance their career goals and provide corporate coaching programs to bridge their skill
deficiencies and knowledge gaps. Also adequate level of employee development via training, skills and learning
can result in making employees more engaged with respect to the job and the organization.

4. Improving engagement through creation of a sense of community
Team work is critical to a company success because when an organization aims at fostering good team spirit it
will help the organization to get its employees pull towards one unified goal. Programs aimed at fostering team

spirit will enable organizations to succeed and create a sense of belonging and a sense of purpose. This sense of
community is essential for improving employee engagement.

5. Improving engagement through empowerment

Leaders improve engagement by enabling the employees to express their views for decisions that might affect
their functions. They must provide the opportunity wherein the employees are urged to disagree with the
prevailing orthodox practices to innovate and help the organization grow. Freedom to share their innovative
ideas with the top-level management and seeing it take shape definitely produces engaged employees.

EMPLOYEE ENGAGEMENT PRACTICES IN THE INDIAN CONTEXT
At Tata Consultancy services senior executives guide team members coming up with innovative solutions to
work related issues and problems. This has resulted in successful business endeavors. TCS has diverse teams

working in different geographic locations in different cultures, it has created the ‘Ultimax’ platform an online
forum where employees across levels and geographies can come together.

At Bharati Airtel Ltd, the new joiners and the best performers for the month are rewarded with a special
dinner/lunch with their chief operations officer.

Aditya Birla Group regularly monitors employee engagement at all levels across the group through the biennial
organization health study which is led by the chairman. It gives the employees a unique opportunity to frankly

express their opinions on a range of issues. The Aditya Birla Awards for outstanding Achievement is also a key
engagement factor.

Indian Hotels which operates Taj Chain of hotels has been able to create a culture where the performance of
employees is measured on customer orientation efforts and guidance given by senior leaders.

Employee Engagement at Tata Motors is Tata Club at Jamshedpur which serves as a gathering point for
employees and their families as they come together network and have fun, The community development centers
have also been established across India to merge family values into Tata Motors organizationa.l culture. To
promote the value of education and to highlight the achievements of employees’ childre_n merit awards ar}t:
given in academics sports, extracurricular activities. The artistic talent of the employees is nurtured throug
Kalasagar and Kalasangam- Tata Motors Cultural Group.

11
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Gocre) *THR. hach divis g | Head organizes some fun initiatives ’ o
2ach divisional Personne
corporate HR. Eac

[ r/month.
announce employee of the quarter/mo

emorates individual and team achievements by Organizing ,

surance Co Ltd. commemorates indivi orga ;
Tata AIG _Gcnt%:llhle“:ﬁ:ployees. Employee Town Hall is an event where the,head of the organization addregge,
hlled evem;g\\ith all employees giving them an insight about the company’s progress and uqfoldlng the w,
and 1“tder?§ter departmental cricket and football matches organized every year for ,spoFts cnthumgsts: helps fog it
fO:\};::; ;)f team work. World of Work (WOW) is another event when employees’ children are mnvited to Corme
as .
and spend time at their parent’s workplace.

OnS and
fame

HCL prides in its *Campus organization’. HCL gets young minds fresh from the campuses and grooms them
that they can attain leadership positions within the organization. HCL was the one of the first In India to tyy
about I::rnplovecs Stock Option Plans (ESOP’s) which they braced in 1988 and by 2005 all employees Were
covered under the scheme. ;

Ajuba Solutions India Pvt Ltd has pioneered and succeeded with the concept of ‘loyalty. interv‘iews’(as opposed
to traditional exit interview) to find out what is it that makes its employees engaged with their firm. Thjs feed

back from loyal employees is taken as a reflection on the'leadership style and is seen to work as a great
motivator.

Lenova India has a work environment built in a manner that employees get the opportunities to reinvigorate
themselves. The company has a fun initiative club and simple initiatives like nominating employee of the month
and celebrating their birthdays which tend to boost employee morale,

CONCLUSION
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Socially Responsible Investing — An Investor’s
Wisdom or Folly??

Dr. Ganatra Kashyap A
Assistant Professor, Department of Accountancy and Commerce, B. M. Ruia Girls’ College, Gamdevi,
Mumbai

ABSTRACT .

Socially responsible investing (SRD), also known as social investment, is an investment that is
considered socially responsible due to the nature of the business the company conducts. Common
themes for socially responsible investments include socially conscious investing. Socially responsible
investments can be made into individual companies with good social value, or through a socially
conscious mutual fund or exchange-traded fund (ETF). Deciding how to invest yowr money IS d
complicated business. There are many factors to consider, such as risk and return, laxes, inflation,
dividends, and diversification. Just figuring out how to gel the best return on your money takes a lot of
thought and planning. There are investors who have to choose stocks to invest in, they don’t just worry
about how financially stable a company is and whether ifs stock is selling at a good price — they also
ask whether it’s a company that helps to make the world a belter place. This paper tries to understand
this approach of invesiors.

Keywords: Socially responsible investing, invest, refurn on investment

CONTENT

Socially responsible investing, or SRI, is the act of choosing your investments on the basis of social
good as well as financial gain. Socially responsible investors aim to invest in companies that do
business in positive and responsible ways. In general, they look for companies that have a good record
on what are known as ESG issues: environment, social justice, and corporate governance. Although
most investors aren’t socially responsible investors, their ranks are growing.

HISTORY

The roots of socially responsible investing (SR1) go back hundreds of years. In the 1700s, members of
the Religious Society of Friends — better known as Quakers — refused to take part in the slave trade or to
invest in weapons of war. Around 1750, John Wesley, an carly leader of the Methodist church, wrote a
famous sermon, “The Use of Money,” in which he declared that it was a sin to make money at the
expense of your own or your neighbor’s welfare. He specifically urged his congregants not to be
involved in gambling, usury (loaning out money at unreasonably high interest rates), and industries that
used toxic chemicals such as arsenic and lead.

For centuries, many socially responsible investors focused on avoiding “sin industries” such as
gambling, tobacco, and liquor. However, that began to change in the 1960s, when investors became
interested in using their money to promote civil rights, equality for women, and better treatment of
workers. SRI achicved one of its most notable successes in the 1980s, when both individual investors
and institutions began pulling their mioney out of South Africa because of its policy of apartheid,
#or strict separation between races. Their efforts played a major part in bringing an end to apartheid in
1994. It was also during the 1980s that SRI began to attract more attention from mainstream investors. -
GOALS OF SOCTALLY RESPONSIBLE INVESTORS

The essence of SRI is choosing investments that arc in line with your values. However, those values
aren’t the same for all investors.

Socially responsible investors choose their investments to promote a variety of different goals,
including the following:

s Cleaner Environment. “Green” investors prefer companies that don’t pollute the environment.
Some refuse to invest in fossil fuels, while others look for companies that minimize the carbon
footprint of their products and services.
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Social Justice. Some investors refuse to do business in countries with a record of human rights
violations. Others look for companies that provide their workers with fair wages and decent
working conditions. '

Promoting Peace. Peace investors won’t invest in war in any way. They avoid all companies that
make weapons or profit from conflict in foreign countries.

Promoting Health. Many socially responsible investors refuse to invest in companies that sell
tobacco or alcohol. Others refuse to invest in products that they think pose a threat to human
health, such as genetically modified organisms. Since some of these products can also be seen as
threats to the environment, this category overlaps with green investing.

Promoting Morality. Many socially responsible investors today continue the time-honored
practice of avoiding “sin industries.” Different investors see this category as including different
types of enterprises, such as liquor, gambling, pornography, and contraception.

Ways to be a Socially Responsible Investor
To promote their social goals, socially responsible investors rely on four main strategies:

1.

Negative Screening. Negative screening means refusing to invest in companies that don’t meet
your social standards. For instance, many socially responsible mutual funds screen out tobacco
companies. An extreme form of negative screening is divestment: pulling all your assets out of
specific companies because of how or where they do business.

Positive Investing. Although negative screening is the strategy people most often associate with
SRI, an equally important tool is positive screening: choosing companies to include in your
portfolio specifically because you approve of their behavior. Positive investing is also known
as impact investing, or ESG incorporation.

Community Tnvesting. This is a specific subcategory of positive investing that focuses
specifically on investing in community-based organizations, especially in low-income areas.
Community investment provides loans to people and organizations that would have trouble getting
them otherwise. These loans can be used. to fund small businesses and provide needed services
such as housing and.education. Community investment can also focus on making communities
more sustainable by financing projects such as green energy and smart growth, a type of urban
planning designed to reduce sprawl and protect green space.

Sharcholder Action. Socially responsible investors don’t just use their values to choose
companies for their portfolios — they also try to influence the behavior of companies in which they
hold stock. One way to do this is by filing shareholder resolutions — proposals for management
about how to run the company. One popular example is a resolution requiring the company to
disclose all the donations it makes to political campaigns.

Types of Socially Responsible Investments
Socially responsible investors have a wide range of investments to choose from. Major types include:

@

Mutual Funds and ETFs. There are hundreds of mutual funds on the market that use ESG
criteria. These are published in which socially responsible mutual funds offered by its member
firms, with information about both their financial performance and the criteria they use for
choosing their investments is mentioned. '

Alternative Investments. Alternatives to traditional investments, such as hedge funds and
property funds, are also getting into the SRI game.

Community Investments. Socially responsible investors can also lend money directly into
community organizations. One way to do this is to put money into community development
financial institutions (CDFIs), including banks, credit unions, and loan funds, which provide credit
and other financial services in low-income areas.

Microfinance. Another way for investors to invest money where it can do the most good is
through microloans, small loans made directly to startup businesses.

GETTING STARTED WITH SRI
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Putting your money into SRI isn’t all that different from making any other investment. All you’re really
doing is addingan extra step lo the process: deciding what your social goals are, and then
choosing investments to promote those goals. True, this limits your investing options, but that can
actually be helpful. With such a huge array of funds out there, it’s much easier to choose if you have a
way of narrowing down the field first. '

Here arc some basic steps to follow when making your first socially responsible investment:

1. Choose Your Social Criteria. You can’t choose socially responsible investments until you know
what social goals you want to promote. Don’t worry at this point about what’s actually available or
how the funds perform. Instead, just think about your values and what you want to achieve with
your money. Then, write down a list of criteria that your investments need to meet to put them in
line with your conscience.

2. Choose Your Financial Criteria. Next, consider your investment goals — just as you would when
making any other investment. Think about what you’re investing your money for, when you expect
to need it, how much risk you can handle, and how big a return you need to meet your goals. And
don’t worry that youw’ll hurt your bottom line any more than in traditional . investments
by investing in a socially responsible way.

3.  Find Funds that Mect your Needs. Once you’ve nailed down your social and financial goals, the
next step is to find investments that meet them.

4. Compare and Choose. Look at the investments on your short list and ask yourself which ones do
the best job of meeting both your social goals and your financial goals. Of course, depending on
what those goals are, you may need to make some tradeoffs. For cxample, one of my aims as an
investor is to keep fees as low as possible, but the SRT funds with the lowest overall expenses don’t
do the best job of meeting my social goals. So try to strike a balance based on what’s most
important to you.

THE PROS OF SOCIALLY RESPONSIBLE INVESTING .

When you see someone taking the SRI strategy, it tends to be all-or-nothing. What I mean is, you either
fill your portfolio entirely with “socially responsible” stocks and funds, or you don’t put a targeted
focus on them at all. Here are some of the benefits of employing a socially responsible investment
strategy:

i. You’re talking the talk and walking the walk.

If your values are important to you, then socially responsible investing allows you to put your money
where your mouth is, so to say. It’s hard to insist you’re a committed environmentalist if part of your
portfolio is invested in companies or industries that are destroying the environment. By investing in
socially responsible businesses you’re doing more than talking the talk, you’re walking the walk—with
your money.

Having this kind of approach, and sticking to your core values, will allow you to focus on other aspects
of your financial life, such as automatic payroll savings, college savings, and purchasing a home. The
limitations of ethical investing provide you with some assurance that you don’t have to check in on your
investments continually. Just pick a few socially responsible funds and go with it.

2. You’re taking a stand.
It’s easy to complain about awkward situations, but infinitely harder to do anything about it. When you .
commit to socially responsible investing, it’s an opportunity to withhold your investment dollars from

businesses that are not behaving. If more people invested only in companies that acted responsibly, the
bad apples would be forced to shape up and make better choices.

Now, this is strictly a theory, but if you’re standing for a cause, it might motivate you. It’s the same
reason people protest and stand up for purposes that may face insurmountable odds. But if nobody took
a stand, no changes would ever happen. '

Like all causes, it takes a snowball effect of people getting on board to make a change. As James Kynge
of Financial Times says that “although ESG is still evolving as a concept, the pull it exerts over
investors appears to be reaching critical mass.” Ethical investing is growing in popularity, which means
more and more people are focused on investing in companies that are doing the right thing. I can’t say
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for sure what will happen, but T can’t help but think this is a good sign for big companies beginning to
shift their practices to be more socially responsible.

3. You're rewarding cthical companices.

It may seem like it’s being done on a small scale, bul socially responsible investing punishes companies
that act unethically, and it also rewards companics that are doing the right thing. IT you want companies
to make more responsible choices, you have to support them in the most tangible way possible, which is
through investment capital. :

To build off of the point above, the more people that begin to invest in socially responsible companies,
the more rewards those companies will see. Long-term, this could be a catalysl for significant social
change. A perfect example of this is Lego, who ended their partnership with Shell Oil a few years ago
and is now partnering with companies like the World Wildlife Foundation on social initiatives. They’re
also working toward having 100% renewable energy capacity by the year 2030 while committing to
reduce their overall carbon footprint. Those are causes that couldn’t be funded unless individuals like
you were investing in then.

4. You’ll sleep better at night,

If you haven’t picked up on this theme by now, 1"l say it for you. By investing in a socially responsible
way, and assuming that it aligns with your values and yon're completely commitled, you'll sleep better
at night knowing that you’re trying to do good in the world, Although none of us are perfect, most
people genuinely want o do some good in the world. I you can invest your money in socially
responsible companies, and make a profit doing so, you'll have two things to feel good about-making
money and using your money Lo imprave the human condition,

The most rewarding fecling when you takean SRI strategy is when the companies you invest in begin
to make a profit and reward you financially. Not only does it show that you're aligned with the values
of the companies you’ve invested in, but it also shows they’re profitably doing good. It’s a win-win,
and quite rewarding.

You also don’t have to feel wrong about paying a little more for these investmen(s (management fees,
etc.) as one study shows that 66% of people around the globe are willing to pay more for sustainable
goods. That number jumps to 73% with millenniais=1s always smart to focus on performance, but if
you’re doing your rescarch appropriately, you should rest casy knowing that you’re investing in a
higher cause.

THE CONS OF SQCIALLY RESPONSIBLE INVESTING
SRI isn’t all sunshine, rainbows, and solar panels. While socially responsible investing offers plenty of
benefits, therc are drawbacks as well. Here are a fow cons:

1. Ethics might become more important than performance.

When we limit your investment options and potentially pay more to invest in companies that practice
social and ethical responsibility, we may give up on your return on investment. Let’s nol forget the
reason we're investing in the first place—obiaining the highest return on investment possible. When
socially responsible investing becomes the prinwary objective, the financial side of the equation will
likely suffer—at least part of the time.

2. You may be leaving a lot of great investments on the table.

Building off of the point above, i you focus solely on socially responsible stocks and funds, you could
be leaving strong investments on the table, §ei™s say you lind a new company with below average
performance regarding social responsibility, but a history of ereating innovative products and services
that improve lives and generate jobs. 11 you pass on this altractive investment opportunity because of
the social responsibility factor, you may lose out. The converse of this is true as well. If you choose not
to invest in a company because you don’t consider them ethically responsible, you might be missing out
on a perfect investment.

3. Many companics claim to be socially responsible, but they aren’t.

Putting a marketing spin on anything for sale is part of'a modern business culture. In many cases, it's
more important to craft the image of being socially responsible than Lo actually be socially responsible.
As the saying goes, it’s not the truth, but what the people belicve that counts. With the right marketing
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campaign, people will believe nearly anything. The lesson here is that just because a company says its
socially or ethically responsible, doesn’t mean it is. This can be blatant or much more subjective.

4. The definition of socially responsible investing is highly subjective.

What constitutes socially responsible investing is not always universal. Perhaps the best example is
nuclear energy. If viewed from a perspective of damage from nuclear accidents, it might be seen as one
of the worst investments possible. But if it is considered to be a substitute for fossil fuels, it could
constitute a socially responsible industry. You can see how this can cause both outward and inner-
controversy when selecting a fund or individual stock.

CONCLUSION

Moving your money into socially responsible investments is really a win-win. It lets you make the most
of your money in two different ways: You can earn good returns, and promote values that are important
to you.

The only real downside is that it takes a bit more work to find the right investments to meet two sets of
goals — social and financial — instead of just one. But the good news is, that’s a job you only have to do
once. Once youw’ve made your investment choices, you can just keep putting your money in the same
place, secure in the knowledge that it’s going toward companies you can approve of.

For many investors, socially responsible investing is a powerful way to align their investment portfolios
with their personal philosophies. Everyone can choose their own assets to buy shares in, but it’s good to
know that socially responsible investing in an option. Before you make your next investment, consider
what a company stands for in addition to what they might earn and how risky backing it may be.
Whether this investment is wisdom or folly, it’s a decision which every investor individually has to
make. :
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