


At ShoreBank, our guiding mission has
always been to use every lever at our disposal
to achieve social good. The story behind its
inception starts back in the late 1960s, when
the four of us—Mary Houghton, Milton
Davis, Jim Fletcher and I—were working
on Chicago’s South Side to develop the first
minority, small business lending program in
Illinois.

We had the right mix of backgrounds for
the job. We all had a history with the Civil
Rights Movement, community organizing,
and banking. From the very beginning,
we envisioned a world in which the power
of the marketplace could be harnessed to
achieve social good. At the time, this simply
wasn't happening. Banks were siphoning
deposits from low-income neighborhoods
and investing them elsewhere. We saw the
ways the disinvestment accelerated the death
spiral of local neighborhoods and how the
institutional indifference contributed to an
endless cycle of despair and disintegration.
We decided to do something about it.

We asked ourselves: what would
happen if a local bank reversed the flow
and targeted its resources on a deteriorating
neighborhood? Was it possible to harness
the discipline of a profit motive—that is,
to be self-sustaining—while still making a
positive difference in the community? In
other words, could a bank “do well by also
doing right”?

We imagined a new kind of institution
to support those enterprises, a community
development bank—a bank that could be
tough-minded about loans, tough-minded
about borrowers, satisfy the most demanding
federal examiners and yet still make a
profit by transforming underserved urban
neighborhoods. When the opportunity
arose to purchase the South Shore National
Bank in 1973, we grabbed the opportunity
to put our theories to the test.

Needless to say, we had many hurdles
to overcome. We had to build a staff]
build community trust, and build a deposit
base before we could even think about
sustainability. Thanks to an abundance
of determination, the hard work of our
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employees, and the trust of our investors, we
have been able to translate what started as a
good idea into a successful business. In the
mid-1990s, we understood that long-term
community prosperity is closely linked to
leaving a positive environmental foot-print,
so we made that a part of our mission as
well.

After spending most of my life working
to harness the power of the marketplace to
build low-income communities and alleviate
poverty, I believe more than ever that great
progress is possible only if we continue to
blur the lines between social responsibility
and entrepreneurship. It won't be easy,
but few things worth doing ever are. It is
possible. And I'm proud that ShoreBank is
doing its part.

Socially responsible investment and
corporate responsibility are rapidly growing
developments in America. Consumers are
growing more media savvy and sophisticated
by the day. They have learned, particularly
those at the younger end of the spectrum,
to ignore the corporate mouth and to watch
the corporate feet. Just proclaiming yourself
a responsible corporate citizen doesn’t
necessarily make you one. You've got to
prove it.

More and more in these post-Enron
days, people are beginning to demand
concrete action and measurable results when
it comes to social responsibility—a trend
that has helped drive more companies to
embrace triple bottom line reporting. To my
mind, this will be an increasingly important
ingredient as we define success in the 21st
century. Not that long ago, it was enough
to return an appropriate profit or boost our
share price to an acceptable level. And that
was pretty much where the story ended.
Today, of course, the story’s a little more
complicated. Increasingly, business leaders
in the 21st century are being challenged not
just to operate a successful business, but also
do so in a socially aware and responsible
manner.

Our response to redlining was
based on the theory that if the bank had
confidence in the future of a neighborhood,
that neighborhood would have a future.
That belief is manifested today in our
aggressive and ambitious efforts to tackle the
adjustable rate sub-prime mortgage crisis in
Chicago. During the previous home buying
frenzy, thousands of homeowners became
susceptible to irresponsible lending practices
that put them in mortgages that are now
unaffordable, and as a result the foreclosure



average in Chicago is twice the national
average and the minority communities
that ShoreBank serves and has worked to
revitalize for the last 30 years have been hit
especially hard.

In keeping with our mission that the
bank is built on, ShoreBank launched a
Rescue Loan program designed to provide
homeowners with access to the resources and
information they need that can help prevent
homeowners from foreclosure. Our personal
“old-fashioned” character lending practice
includes helping borrowers to refinance the
sub-prime loans they originally obtained
from other banks by offering them a fixed-
rate loan from ShoreBank. And of course, our
financial literacy and community outreach
programs are designed to teach borrowers
how to obtain a responsible mortgage that
is best suited to their financial needs and

goals. We've attacked this foreclosure rate
with such a passion because of the negative
consequences it has on the neighborhood
and members of the community.

This is just one example of how our
mission can really make a difference.

On the flip side, making these loans
requires a significant amount of new
deposits; we have to raise deposits in order
to have money to lend. So this led to the
introduction of a new product, a high yield
savings account online, www.sbk.com,
paying 5% interest. Few banks of our kind
offer a competitive rate and a social return
for depositors. Depositors know that their
money is not only earning them 5% interest
on their savings account but also going
towards funding folks at risk for foreclosure
or encouraging new green design and
energy-efficient developments.

Many financial institutions right
now are taking losses and cutting back. At
ShoreBank, one of our goals is to continue
growing our mortgage lending business and
double its portfolio to $300 million over
the next 12 to 18 months. The difference
in our response stems from our experience
and history with single family mortgages.
While we do make sub-prime loans,
charging borrowers with fair credit scores
just slightly more than the prime rate, our
fixed-rate, escrow-included  mortgages
help our customers ensure sustainable
homeownership and that we operate
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profitably. Our thorough income verification
and personal service that includes holding
onto the loan and servicing it, once it has
closed, has met with astounding success:
our portfolio and performance consistently
meets or exceeds the performance of other
comparable-sized more commercial banks.

HCIM: Joel, | know that you also have a
lot to say about social entrepreneurship,
especially in relation to green banking,
which is something that you deal with
through your position at ShoreBank.
What exactly does managing triple
bottom line innovations entail?

Most of my job involves creating
programs that can help our customers
achieve the objectives that we all want for
the communities and the people living
in them. Our goal is to help customers
find ways to invest in the community
and promote economic development that
enhances environmental sustainability.
Essentially, we seek to create a financially
competitive product that satisfies the
direct need of the customer in a way that is
socially responsible as well. By doing this,
we create a triple win situation in which
we can make money, the neighborhoods
become better places to live and work,
and the customer saves money on energy
costs and has a more economical and safer
place to live.

HCIM: On the topic of conservation
lending and green banking, what role
has ShoreBank taken in this growing
industry?

ShoreBank created the nation’s
first environmental bank in 1997, nearly
a decade before there was a second
environmental bank in the US. Now, green
banks are proliferating at a rapid pace. We're
tremendously excited for the competition.

However despite the buzz surrounding
green building in the construction industry,
our focus on bringing these ideas and
practices to low wealth communities and
to projects involving adaptive re-use is
what makes us different. We're committed
to finding ways to bring green building
practices to smaller projects, such as existing
homes and places where the green building
sector hasn't yet made a huge impact. For
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example, there’s a desperate need for energy
efficiency in Chicago, Detroit and Cleveland
homes. Our goal is to fulfill this need and
in turn help bring more predictable and
lower costs of energy to residents of low-to-
moderate wealth communities.

One program we have to address this is
theHomeowners Energy Conservation Loan
Program. In this program, we encourage
and promote customers to consider energy
efficiency when a customer inquires about a
rehab loan for their home. We arrange, at
no expense to the customer, an energy rater
to inspect the home and the rehab plan to
make specific recommendations about ways
to reduce energy costs and consumption in
the home. In addition, our energy raters also

The green building industry
is an incredibly exciting
field. We see how fast it
is growing in the number
of new institutions that

have environmental affairs

departments and who
are making significant
investments, internally and in
personnel.

share with the customer the costs and savings
that are likely to accrue — in most instances,
the upfront costs can be recouped in three to
five years. If the customer completes more
than $2000 of energy repairs, ShoreBank
gives them a free Energy Star refrigerator.

HCIM: Do you have any advice for

Harvard students who are interested in
getting involved in socially responsible
investment or social entrepreneurship?

I'started off in business. My first career

dealt with insurance and management. My
second career was in the nonprofit world as
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the Executive Director of the Woodstock
Institute. These two careers really came
together when I arrived at ShoreBank. I
love business, but I'm a mission-driven
person. When I wake up in the morning,
how much money I'm going to make is
not the first thing I'm concerned with.
I want to “do-good and do well,” and
ShoreBank’s triple bottom line that values
profitability, people, and planet really allows
me to do that. That’s why I work here. The
combination of business and mission is very
exciting. It’s not easy to do both, but there
are more and more young and mid-career
people who are attracted to this business,
and as a result, more and more businesses
are becoming triple bottom line businesses.
Get involved now. The role of business
in the future will be different than in the
past. The amount of dollars in socially
responsible investments (SRI) continues
to mushroom. There is a growing need
for concerned business leaders who will
create the world that we want to live in.
Money is such a powerful force in the
world today—when you link that with
values, it will change the world in a very
positive way. I encourage everyone to
think about a career in socially responsible
investment.

JOEL: The green building industry is an
incredibly exciting field. We see how
fast it is growing in the number of new
institutions that have environmental
affairs departments and who are making
significant investments, internally and in
personnel. Another example is simply the
attendance at Green Build, the National
Expo for the US. Green Building
Council, which rose from 700 to 22,000
in just a few years. On the other hand, out
of the 100 sessions that were presented
at this expo, few focused specifically on
finance. There is definitely a need for more
interaction between the design community
and the finance community. We're just
at the very beginning of having these
conversations and integrating finance into
the design of buildings and enhancements
of environmentally sustainable building
practices. There’s a need to bridge the
chasm between architecture and finance. I
truly believe “the world is your oyster” for
anyone who wants to get involved in this
area today. M



