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Executive Summary
In May 2015 the Church of England and Methodist Church 
published revised policies on climate change, recognising 
the moral argument for disinvesting from companies involved 
in activities inconsistent with meeting the global target to 
limit temperature rise to 2ºC.1 For this reason, the Church of 
England disinvested £12 million from thermal coal and tar 
sands companies,2 while the Methodist Church stated that 
it may exclude companies devoted to tar sands or thermal 
coal production.3 Both Churches further stated that they may 
disinvest from other companies failing to align their business 
models with the transition to a low-carbon economy. 

However, following two shareholder resolutions on climate 
change submitted to Shell and BP by the Churches with a 
coalition of investors in early 2015,4 both policies outline a 
commitment to continue engaging with fossil fuel companies in 
order to persuade them of ‘the need for change’, maintaining 
that this tactic should be the primary response to investing in 
the context of climate change.

It is the view of Operation Noah that it is not realistic to expect 
engagement by Churches to persuade fossil fuel companies 
to withdraw from the exploration and extraction of coal, oil and 
gas within the timeframe required to hold temperature rise 
to 2ºC. 

The current trajectory of the fossil fuel industry indicates that 
companies such as Shell and BP plan, not only to extract the 
full potential of their existing reserves, but to invest heavily in 
exploring new long-term projects, including Arctic drilling and 
tar sands extraction.

In light of this, Operation Noah believes Churches should 
disinvest from fossil fuels. As institutions with strong moral 
authority, Churches can challenge the industry’s continuation 
with business-as-usual plans by publicly disinvesting, 
weakening their social licence to operate and consequently 
their political power. This helps to build the political will and 
space needed to create the strong legislation that companies 
will be forced to respond to.

While the new climate policies published by the Churches 
are a positive first step, they fail to put sufficient pressure on 
the fossil fuel industry. The policies lack opposition to specific 
projects, clear demands for companies that will keep reserves 
in the ground, a timeline for compliance, and clear criteria for 
disinvesting as a sanction for non-compliance. 

Given the lack of meaningful response from the fossil 
fuel industry over more than two decades of shareholder 
engagement, this paper asks what, and by when, the 
Churches’ engagement strategies aim to achieve. It further 
asks how engagement by Churches will differ from what has 
gone before, and what fossil fuel companies might be gaining 
from engaging with Churches.

1.  This figure was agreed by world leaders at the Copenhagen UN climate negotiations in 2009 as part of the Copenhagen Accord. Some countries, particularly the Small Island States at risk from rising sea levels, have called for it to be 
revised to 1.5°C.

2. Climate Change: the policy of the national investing bodies of the Church of England, 2015, https://www.churchofengland.org/media/2223994/climate.change.policy.30.04.15.pdf
3. Methodist Church, Climate change, implications for different fuels – policy statement, 2015, http://www.cfbmethodistchurch.org.uk/ethics/policy-statements/cfb-climate-change-implications-for-different-fuels-policy-statement.html
4. ‘Special resolution – strategic resilience for 2035 and beyond’, https://www.churchofengland.org/media/2125554/bp%20resolution%20and%20statement.pdf
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Introduction

5.  Interfaith Centre for Corporate Responsibility, Invested in Change, 2015.
6.  BBC News, ‘Rockefellers to switch investments to clean energy’, 2014, http://www.bbc.co.uk/news/world-us-canada-29310475
7.  Ceres, ‘Investors ask fossil fuel companies to assess how business plans fare in low carbon future’, 2014, 

http://www.ceres.org/issues/press/press-releases/investors-ask-fossil-fuel-companies-to-assess-how-business-plans-fare-in-low-carbon-future?searchterm=carbon+asset+risk

Churches, alongside many other shareholders and investor 
groups, have a long tradition of shareholder engagement 
as a means of fostering change in the corporate world. 
Shareholder engagement is a strategy used to open channels 
of communication between a shareholder and company to 
improve their environmental, social and governance (ESG) 
performance. This can be done through lobbying, dialogue, 
voting and filing of resolutions. 

When the core purpose of a certain sector is deemed to 
be inherently harmful, it is widely accepted by the Socially 
Responsible Investing (SRI) industry that it is appropriate 
to exclude the sector from an investment portfolio, and to 
disinvest any shares held in the industry. For this reason, 
many Churches exclude companies involved with alcohol, 
tobacco, arms, gambling and pornography. Disinvestment 
is simply the opposite of investment; it means getting rid 
of stocks, bonds or investment funds that are considered 
unethical or morally ambiguous.

Over the last several years, UK Churches have grappled 
with the ethical implications and financial risks of fossil fuel 

investments. Some, such as the Quakers in Britain and 
United Reformed Church (URC) of Scotland, have elected 
to disinvest from fossil fuel companies. Others, such as the 
Methodist Church and Church of England, have argued in 
favour of a shareholder engagement strategy.

This paper argues that the engagement policies outlined by 
the Church of England and Methodist Church will not bring 
about the changes needed to keep global temperature rise 
below 2ºC. We pose seven questions we believe Churches 
must address when considering their investment in, and 
engagement with, oil, gas and coal companies.

‘Operation Noah believes that the engagement policies 
outlined by the Church of England and Methodist Church 
will not bring about the changes needed to keep global 
temperature rise below 2°C.’
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1)  How has the fossil fuel industry responded 
to engagement over the last 20 years?

Persuading the fossil fuel industry to change tack through 
engagement is often presented as a new way forward. In fact, 
shareholders have been engaging with the fossil fuel industry 
on climate change for more than 20 years. 

To give three of the many examples:
•  The Interfaith Centre for Corporate Responsibility 

first initiated a climate engagement strategy in 1989, and 
pursued and strengthened this approach up to 2006 when it 
asked companies to set greenhouse gas (GHG) emissions 
reduction targets for both operations and production.5

•  In the early 2000s, the Rockefeller family – heirs to the 
fortune of Standard Oil that later became Exxon – filed 
three shareholder resolutions with ExxonMobil asking the 
company to recognise climate risk and invest in renewable 
energy, as well as lobbying through meetings and letters.6

•  And in 2013, 70 institutional investors, managing more 
than $3 trillion in assets, asked the world’s largest oil, gas, 
coal and electric power companies to assess the potential 
for their assets to become stranded as a result of stronger 
carbon regulation.7

http://www.bbc.co.uk/news/world-us-canada-29310475
http://www.ceres.org/issues/press/press-releases/investors-ask-fossil-fuel-companies-to-assess-how-business-plans-fare-in-low-carbon-future?searchterm=carbon+asset+risk


How have fossil fuel companies responded to such 
engagement efforts? Based on recent evidence of what 
companies are saying and doing, the best that can be said is 
that they have chosen to ignore it.

Companies are in fact doing the opposite of what these 
shareholders are asking, continuing to base their business 
strategies on ever-increasing exploration and extraction of 
fossil fuels. In Shell’s strategic report for 2014, the company 
states that it will use 85% of capital investment – provided 
by investors such as Churches – to explore new oil and gas 
reserves and develop major new extraction projects.8

In its response to letters from shareholders asking for 
information about the risk of stranded assets, Shell stated its 
belief that the world will not be able to resolve the ‘climate 
issue’ until 2100, as well as its high degree of confidence that 
global warming will exceed 2ºC by the end of the 21st century. 
The company explicitly denied the potential that many of its 
assets could become stranded, claiming that their projects will 
not be affected by regulation in the next 10, 20 or 30 years.9

BP’s annual report for 2014 similarly measures the company’s 
success according to its expansion of reserves, stating a 
gain of 47,000 km² of new exploration access with seven 

new major extraction projects.10 While BP is involved in wind 
energy and biofuels, in 2013 the company attempted to sell 
its wind farms and its Chief Executive announced that it had 
‘thrown in the towel’ on solar energy.11

ExxonMobil has stated its belief that the contribution 
renewable energy will make to the world’s energy mix will be 
‘relatively small’, with little increase by 2050.12 This contradicts 
statements from the International Energy Agency (IEA) that, 
with consistent policy, solar energy alone could become the 
world’s largest sources of electricity by 2050.13

Following two decades of engagement, unprecedented 
warnings from the Intergovernmental Panel on Climate 
Change (IPCC), and broad consensus that the majority of 
existing fossil fuel reserves need to remain in the ground, 
there is no evidence yet that fossil fuel companies are open to 
discussing core issues – the basis of their business strategy – 
with their shareholders.

The question for Churches is: what has changed? If 
companies such as Shell and BP have chosen to ignore the 
calls of shareholders over the last 20 years, what evidence is 
there that they will respond differently this year, or in five or 
ten years’ time?
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8.  Royal Dutch Shell, Strategic Report, 2013, http://reports.shell.com/annual-report/2013/servicepages/downloads/files/entire_strategic_report_shell_ar13.pdf
9.  See letter in full at http://s02.static-shell.com/content/dam/shell-new/local/corporate/corporate/downloads/pdf/investor/presentations/2014/sri-web-response-climate-change-may14.pdf
10.  BP, Annual Report and Form 20–F 2014, http://www.bp.com/content/dam/bp/pdf/investors/BP_Annual_Report_and_Form_20F_2014.pdf
11.  FT, ‘BP changes tack by keeping US wind farms’, 2013, http://www.ft.com/cms/s/0/9317818a-fa33-11e2-b8ef-00144feabdc0.html#axzz3ZukEM1bM
12.  Ken Cohen, ‘Some thoughts on divestment’, Exxon Mobil Perspectives, 2014, http://www.exxonmobilperspectives.com/2014/10/10/some-thoughts-on-divestment/
13.  International Energy Agency, ‘How solar energy could be the largest source of electricity by mid-century’, 2014, 

http://www.iea.org/newsroomandevents/pressreleases/2014/september/how-solar-energy-could-be-the-largest-source-of-electricity-by-mid-century.html 
14.  The Church of England Pensions Board Annual Report, 2013, https://www.churchofengland.org/media/2034822/pensions%20board%20annual%20report%20and%20financial%20statements%202013.pdf
15.  IPCC, Summary for Policymakers. In: Climate Change 2014: Mitigation of Climate Change. Contribution of Working Group III to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change, 2014, 

http://www.ipcc.ch/pdf/assessment-report/ar5/wg3/ipcc_wg3_ar5_summary-for-policymakers.pdf
16.  Carbon Tracker Initiative, Unburnable Carbon 2013: Wasted Capital and Stranded Assets, 2013.

2)  Is it possible for Churches to engage with all the 
companies in which they invest?

A central question for Churches advocating engagement 
as the ethical response to holding investments in fossil 
fuel companies is, what is the scope of the engagement 
process? Are Churches proposing to engage with all the 
fossil fuel companies with whom they hold shares and, if so, 
do resources and capacity exist to do this? If not, what is 
the rationale for deciding who to engage with and who not to 
engage with? 

Fostering change through engagement is a long-term, and 
resource-intensive, process. The resolutions filed recently 
with Shell and BP are reported to have taken three years of 
negotiation prior to their presentation to shareholders in 2015. 
Are the Church of England and Methodist Church intending to 
replicate this mode of engagement with other companies and, 
if so, how will this be resourced and strengthened?

The Church of England has disinvested from some coal and 
tar sands companies, declaring these fuels to be inconsistent 
with the transition to a low-carbon economy. But what level 
of engagement is the Church planning to seek with other 

companies in which it still invests – including BHP Billiton, Rio 
Tinto and BP – on their coal mining or tar sands operations?

A further issue is that of ‘reach’. A proportion of investments 
held by Churches such as the Church of England are retained 
as overseas investments which do not fall directly under the 
Church’s control.14 The Church of England’s National Investing 
Bodies (NIBs), for example, hold shares in ExxonMobil and 
Chevron in this way. Given this arrangement, how does the 
Church expect to influence and engage with these companies 
to persuade them to change their business strategies?

It would seem to be unrealistic for the Church of England, 
Methodist Church and others to engage with all the fossil fuel 
companies in which they are invested. Given this obvious 
limitation, Churches need to consider firstly if a strategy 
of engagement could ever reach a sufficient proportion of 
the fossil fuel sector to bring about the required change in 
strategy, and secondly the rationale for determining which 
companies to engage with and which not to.
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3)  Are Churches asking fossil fuel 
companies the right questions?

It is clear that to avoid triggering uncontrolled and catastrophic 
climate change, society must act quickly and decisively.

The latest findings of the IPCC show that to have a ‘likely’ 
chance of meeting the 2ºC target, global GHG emissions 
need to be reduced by 40-70% by 2050. Strategies allowing 
for a 50% chance of holding temperature rise below this level 
require significant reduction in emissions by 2030. This means 
that emissions need to peak in less than five years, by 2020, 
and fall rapidly over the following decade.15

There is wide and growing consensus that up to 80% of 
existing fossil fuel reserves need to be left underground to 
have a good chance of meeting the 2ºC target.16

The climate policies of both the Methodist Church and Church 
of England acknowledge the divergence between the current 
objectives and actions of the fossil fuel sector and the change 
in strategy required.

http://reports.shell.com/annual-report/2013/servicepages/downloads/files/entire_strategic_report_shell_ar13.pdf
http://s02.static-shell.com/content/dam/shell-new/local/corporate/corporate/downloads/pdf/investor/presentations/2014/sri-web-response-climate-change-may14.pdf
http://www.bp.com/content/dam/bp/pdf/investors/BP_Annual_Report_and_Form_20F_2014.pdf
http://www.ft.com/cms/s/0/9317818a-fa33-11e2-b8ef-00144feabdc0.html#axzz3ZukEM1bM
http://www.exxonmobilperspectives.com/2014/10/10/some-thoughts-on-divestment/
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17.  Methodist Church, 2015, op. cit.
18.  Church of England, 2015, op. cit.
19.  McGlade and P. Eakins, The geographical distribution of fossil fuels unused when limiting global warming to 2˚C, Nature, Vol 517, Jan 2015.
20. Guardian, ‘Shell to resume Arctic drilling off Alaska as green groups warn of disaster’, 2015, http://www.theguardian.com/environment/2015/may/11/shell-arctic-drilling-alaska-oil-gas
21.  http://www.bp.com/en/global/corporate/about-bp/bp-worldwide/bp-in-canada/canadian-oil-sands/bp-s-oil-sands-portfolio.html
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The Methodist Church recognises that companies with 
‘business models dedicated to exploring for and developing 
new assets which imply a low probability of meeting emissions 
reduction targets’ are inconsistent with the Church’s position.17 
The Church of England’s policy similarly states that the 
Church should disinvest from companies ‘not taking seriously 
their responsibilities to assist with the transition to a low-
carbon economy’.18 In recent months both Churches have 
made moves towards disinvesting from coal and tar sands, 
deeming extraction of these fuels to be inconsistent with the 
2ºC target.

The logic of these policies follows that, if the Church is to 
continue investing in companies such as Shell and BP, these 
companies should be required to align their business models 
with a 2ºC scenario. Yet a recent study by the Institute for 
Sustainable Development at University College London shows 
that both Shell and BP are investing heavily in long-term 
exploration projects wholly inconsistent with the 2ºC target, 
including Arctic drilling and tar sands extraction.

The report concludes that, to limit temperature rise to 2ºC, 
no oil can be produced from the Arctic and there can be 
no increase in unconventional oil extraction, including tar 
sands.19 Despite this, on the same day the Church of England 
announced that Shell’s Board would accept the shareholder 
resolution on climate change, the company announced they 
would be seeking a new permit to drill in the Arctic. Before the 
resolution then reached the company’s AGM in May 2015, 

Shell announced it had resumed Arctic drilling.20 BP owns at 
least 50% of three tar sands projects focused on exploring 
and extracting tar sands reserves in Canada.21

Any engagement strategy pursued by the Churches should 
include vocal opposition to these projects, a deadline for 
compliance, and an explicit sanction such as a commitment to 
disinvest if companies fail to change strategy. At present these 
are absent from the Churches’ engagement strategies, which 
focus instead on information disclosure.

It is clear that neither Shell nor BP currently have a business 
strategy consistent with a 2ºC scenario, or any evidenced 
plans to develop one. Given this, at what point would 
Churches seek to influence core expansion projects that will 
result in catastrophic levels of climate change? Furthermore, 
at what point would they decide that the companies are 
not ‘taking seriously’ their climate responsibilities, and 
consequently disinvest?

‘It is clear that neither Shell nor BP currently have a 
business strategy consistent with a 2°C scenario, or 
any evidenced plans to develop one.’

Tar Sands, Alberta, Canada. Credit: Howl Arts Collective

http://www.theguardian.com/environment/2015/may/11/shell-arctic-drilling-alaska-oil-gas
http://www.bp.com/en/global/corporate/about-bp/bp-worldwide/bp-in-canada/canadian-oil-sands/bp-s-oil-sands-portfolio.html
https://www.flickr.com/photos/howlcollective/6544064931/in/photolist-aYh3vH-q8Fe4q-q6BU3B-aqNcFj-demCP6-ufTvft-aqKB4z-ufKYAB-pRpnGm-aCyoBm-pR7AsX-tX3fS3-aeLoX5-tWWD3D-uexFM6-pPnFHi-thnXSb-aCypxU-q4G3DU-q4FXQA-thF92L-tiKf9b-ufoyoN-tiRdwk-tYbChL-tYazRY-tYhsyX-tYg7ES-ug1M9e-tiXQq3-tiYaQq-tiTTNc-ufzvGd-ufyYuo-ug88Y8-tj8DPc-tYiV7V-ufRtWF-tiZg5R-aCvEi2-ufGRpi-thJ2Fy-aCvHPr-tiRKp2-tY86XU-ufxUMW-pPoXBQ-aCyngd-aCyn9s-ucj9Fh


22.  Interfaith Centre for Corporate Responsibility, 2015, op. cit.
23.  Information from http://www.asyousow.org/about-us/our-impact/

4)  Can Churches persuade fossil fuel companies 
to change their core business?

Shareholder engagement has been used across different 
sectors to improve corporate ethics, including on issues such 
as labour rights, human rights and environmental impact. For 
example, the Interfaith Centre for Corporate Responsibility 
lists persuading Ford to reduce their GHG emissions for 
new vehicle fleets and slowing deforestation in the palm oil 
industry, as successful outcomes of this approach.22 As You 
Sow have also used engagement to persuade companies 
such as Coca-Cola and Starbucks to adopt recycling 
policies.23 

However, there are no examples of shareholder engagement 
being able to change the core business of a company. While 
investors may work to reduce emissions from Ford cars, it 
seems highly unlikely that they could persuade Ford to stop 
making and selling cars, which may explain why, for the most 
part, shareholders don’t use engagement to this end.

To engage meaningfully, Churches must believe that they can 
do what has never been done before: to persuade Exxon, 
Shell, BP and the fossil fuel sector as a whole to avoid 
exploiting the full potential of their existing reserves and to 
cease exploration for new reserves immediately.

Churches choose not to invest in alcohol, tobacco, 
pornography, arms, gambling and other industries, accepting 
that they will not be able to make them ‘ethical’ through 
engagement. It is notable that Churches have not chosen 
to invest in and engage with the tobacco industry in order to 
persuade it to stop producing cigarettes. Rather, they have 
taken the view that it would be wrong to profit from, or provide 
finance to, this sector.

In the absence of regulation or some other financial driver, it is 
difficult to see how shareholders might persuade companies 
to leave a profitable resource in the ground. Arguments 
persuading a company to adopt a different practice must 
carry sufficient force to match and exceed those which drive 
companies to exploit fossil fuels in the first place, namely the 
return and profit they will generate.

The shareholder resolutions submitted by the Church of 
England, Methodist Church and other investors to Shell and 
BP ask for information disclosure on operational emissions 
management, resilience to the International Energy Agency’s 
scenarios, low-carbon energy research and development, key 
performance indicators and public policy positions on climate 
change. While this increases pressure on the companies to 
be more transparent, the Churches are not vocally opposing 
industry expansion projects that will result in levels of climate 
change exceeding 2ºC.

Can Churches engage with companies on their core business 
strategies in the way they have on information disclosure? It 
is Operation Noah’s view that, given the lack of meaningful 
response over more than two decades of engagement, 
fossil fuel companies will not be willing to discuss leaving 
valuable reserves in the ground in the way they have been 
willing to discuss information disclosure. Actions speak 
louder than words, and while companies may have publicly 
cooperated with Churches on the recent resolutions, they are 
still committed to exploiting the full potential of their existing 
reserves and exploring for new ones.
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‘It is notable that Churches have not chosen to invest 
in and engage with the tobacco industry in order to 
persuade it to stop producing cigarettes.’

http://www.asyousow.org/about-us/our-impact/


5)  What do fossil fuel companies gain from 
engaging with Churches?

Based on their stated policies and public statements, the 
fossil fuel sector appears to have every intention of continuing 
the ongoing expansion of fossil fuels regardless of the 
consequences. So why indulge in a time-consuming and 
expensive dialogue with investors if you have no intention of 
following through? The uncomfortable question for Churches 
is, ‘Might fossil fuel companies be exploiting the good 
intentions of the Churches for their own ends?’

One reason why companies may choose to pursue such 
dialogue is that investors with a public moral authority – 
including cultural institutions, Churches and Universities 
– lend fossil fuel companies much-needed political and 
social legitimacy.

In the run-up to the recent shareholder resolution, BP worked 
with investors to word the resolution itself. Statoil also asked 
the coalition, led by the Church of England, to ‘quickly’ file a 
similar resolution with the company this year.24

The shareholder resolutions were filed as part of a strategy to 
improve Shell and BP’s rating under the Carbon Disclosure 
Project’s Climate Leadership Index. As this index is 
considerably weighted towards operational emissions, the 
companies could reach an A grade on climate leadership 
without reducing the amount of carbon they intend to extract 
and explore over the coming decades.

24.  Guardian, ‘BP’s activist resolution was a triumph for environmentalists, or was it?’, 2015, http://www.theguardian.com/environment/2015/apr/28/bps-activist-resolution-triumph-for-environmentalists-or-was-it
25.  PRI, Focus on climate, ‘PRI academic network RI quarterly’, Vol.4, July 2014, http://www.unpri.org/viewer/?file=wp-content/uploads/RI-QUARTERLYvol4.pdf&dm_i=1PCE,2OVYF,9MQCPI,9TQUJ,1
26.  Guardian, ‘Fossil fuel firms are still bankrolling climate denial lobby groups’, 2015, http://www.theguardian.com/environment/2015/mar/25/fossil-fuel-firms-are-still-bankrolling-climate-denial-lobby-groups

This suggests that by publicly accepting resolutions on 
information disclosure, companies can simultaneously appear 
cooperative on climate action, while avoiding making any 
significant changes to current practice. Indeed, a study by 
the UN Principles for Responsible Investment (PRI) initiative 
has found that companies have used demands from investors 
to increase information disclosure around GHG emissions 
to ‘gain legitimacy’ and ‘deflect criticism’, rather than to 
inform stakeholders.25

While they engage with Churches on climate change, these 
companies continue to fund lobbying groups opposing climate 
action. Shell funds the American Legislative Exchange Council 
(ALEC), a lobbying group that has consistently raised doubts 
about climate science, while BP currently finances climate 
science deniers among US policy makers through its political 
action committee.26

In response to calls for action on climate change, fossil fuel 
companies appear to be following a policy of ‘distract and 
delay’. ‘Distract’ by conceding to initiatives, knowing that 
this will not impact their core business model, and ‘delay’ by 
cooperating with a long and protracted engagement process 
with a poorly defined end point, while continuing with business 
as usual and funding groups opposed to meaningful action on 
climate change.

Given what is at stake, Churches seeking ongoing 
engagement with fossil fuel companies should consider 
whether those companies genuinely share the same goal 
and end point that they do. At present the evidence suggests 
that they don’t, and that the companies are playing a different 
game, by different rules.

‘Investors with a public moral authority… lend fossil fuel 
companies much-needed political and social legitimacy.’
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6)  Can Churches disinvest and what impact 
will this have?

27.  Archbishops’ Council Finance Committee, Fifth Notice Paper for General Synod February Group of Sessions 2014, 2014.
28.  Impax Asset Management, Beyond Fossil Fuels: The Investment Case for Fossil Fuel Divestment, 2013, https://s3.amazonaws.com/s3.350.org/images/Impax--20130704_white_paper_fossil_fuel_divestment_uk_final.pdf. For more 

information see Operation Noah, The financial case for disinvesting from fossil fuels and reinvesting in low-carbon sectors, 2014, http://brightnow.org.uk/wp-content/uploads/2013/08/Financial-case-for-disinvesting-in-fossil-fuels_Oct2014.pdf
29.  MSCI, MSCI ACWI ex Fossil Fuels Index, 2015.
30.  Advisor Partners, Fossil Fuel Divestment: Risks and Opportunities, http://www.advisorpartners.com/uploads/4/8/5/3/48535043/fossil_fuel_study__07-9-13.pdf
31.  Smith School of Enterprise and the Environment, Stranded assets and the fossil fuel divestment campaign: what does divestment mean for the valuation of fossil fuel assets?, University of Oxford, 2013, 

http://www.smithschool.ox.ac.uk/research-programmes/stranded-assets/SAP-divestment-report-final.pdf

Worldwide, a growing number of Churches and other investors 
are choosing to move their money away from fossil fuel 
companies rather than engage with them. In the last year, 
the Church of Sweden, Rockefeller Brothers Fund and the 
Guardian Media Group have collectively disinvested more 
than £2.3 billion in assets from fossil fuels. Other Churches 
and faith bodies that have committed to disinvest include 
the World Council of Churches, Quakers in Britain, United 
Reformed Church (URC) of Scotland, and the Uniting Church 
in Australia. 

The Church of England has already conducted a financial 
impact assessment for disinvesting from fossil fuels, 
concluding that the financial impact of screening fossil fuel 
companies from the MSCI World Index would be very small, 
with an average difference of just 0.25% per annum.27

Other studies have shown that fossil free portfolios can 
outperform those invested in fossil fuels. Impax Asset 
Management found that removing fossil fuels from the MSCI 
World Index and adding renewable energy and energy 
efficiency alternatives would have generated better returns 
over the seven years preceding 2013.28 A similar study 
by MSCI shows that portfolios disinvested from fossil fuel 
companies would have earned an average return of 1.2% 
more than those including such companies over the last 
five years.29 Advisor Partners have conducted a longer 
analysis, over 22 years, concluding that the performance of 
a portfolio excluding oil, gas and coal companies is ‘virtually 
indistinguishable’ from that of the S&P 500 Index.30

By publicly disinvesting, Churches challenge the legitimacy 
of the fossil fuel industry’s current business strategy, as well 
as its political power. As growing numbers of institutions 
move their money away from fossil fuels, bringing increasing 
pressure to bear on the industry, the space for global 
action on climate change opens up. A study by the Smith 
School of Enterprise and the Environment at the University 
of Oxford concludes that divestment has been shown to 
reduce the political power of an industry, making it harder for 
governments to maintain close relationships with companies. 
The report further states that previous divestment campaigns, 
from tobacco to South Africa, have been successful in 
lobbying for restrictive legislation and increasing expectation 
among other investors that such legislation will be put 
in place.31

As world governments prepare to negotiate a climate 
agreement in Paris at the end of this year, this pressure is 
essential to building the will for action.

‘As growing numbers of institutions move their money 
away from fossil fuels, bringing increasing pressure to 
bear on the industry, the space for global action on climate 
change opens up.’
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7)  How can Churches influence climate action 
after disinvesting from fossil fuels?

Disinvestment is a first step in responding to climate change as 
an investor. After disinvesting, Churches can continue to seek 
and support climate action in a variety of ways. 

Churches do not necessarily stop engaging on issues such 
as alcohol just because they disinvest from alcohol producing 
companies. In 2014, for example, the Church of England’s 
Ethical Investment Advisory Group (EIAG) successfully 
persuaded Tesco, Sainsbury’s and Morrisons to publish alcohol 
policies acknowledging the potential for alcohol to cause harm, 
as well as persuading a major telecommunications company to 
cease promoting pornographic material.32

Churches may also:

•  Use powers of campaigning and advocacy to influence 
decision-makers and call for strong climate policies. 

•  Reinvest in sectors finding solutions to sustainability 
challenges, including renewable energy and energy 
efficiency companies.

•  Engage as shareholders with other sectors such as the food 
and entertainment industries to encourage them to reduce 
their environmental impact, including GHG emissions. 

•  Work to become low-carbon communities in line with their 
own emissions reduction targets.

In 2014, the Church of Sweden removed remaining gas 
companies from its investment portfolio, completing 
disinvestment of its $691 million in assets from fossil fuel 
companies. Over a number of years, the Church has 
added oil, natural gas, oil sand and coal companies to an 
ethical exclusion list including arms, tobacco, alcohol and 
pornography. These sectors are considered to be ‘problematic 
in relation to the fundamental values of the Church’.

Upon announcing the decision to disinvest fully from fossil 
fuels, Gunella Hahn, Head of Responsible Investment for 
the Church, said, ‘As a responsible investor we look upon 
ourselves as owners of the companies we invest in. We do not 
want to own, and thereby fund, the extraction of fossil fuels. 
Instead we want to own and fund companies that stand for 
solutions. Furthermore we see a financial risk in owning fossil 
fuel companies. Their value consists to a large extent of fossil 
fuel reserves that risk losing in value, since they cannot be 
extracted if we are to have a liveable planet.’

The former Archbishop of Sweden stated that through its 
investment policy, the Church seeks to ‘show that alternatives 
exist in order to create hope in a time of rising storms’.

As well as disinvesting from fossil fuel companies, the 
Church strengthened its commitment to proactively invest in 
companies finding sustainable solutions to global challenges. 
The Church of Sweden now invests only in companies 
engaged with sustainability, or with fund managers with strong 
expertise in integrating environmental and social issues. 

Case Study: The Church of Sweden – what next after disinvesting?

The Treasurer and Chief Investment Officer for the Church 
have stated that this ‘contributes to a more resilient society 
while generating good returns’. In 2013, the portfolio – which 
already excluded oil and coal companies – achieved its long-
term return target.

For example, the Church now invests in three Generation 
IM funds, an asset management firm founded by Al Gore 
with the former managing director of Goldman Sachs Asset 
Management in 2004. These funds do not invest in fossil 
fuel energy sources, focusing instead on companies that 
contribute to global environmental solutions. The average 
return on these funds between 2008 and 2014 was 9.8%, 
compared to an average return for the MSCI World Index of 
7.6% over the same period.

The Church also invests directly in companies selected for 
their contribution to sustainability. For example, the Altheia 
Climate Fund creates opportunities for sustainable agriculture 
that prevent deforestation, while the SEB Microfinance Fund 
lends money to microfinance institutions worldwide.

The Church has also committed to intensify its engagement 
with other sectors over environmental issues, as well as 
human rights and business ethics standards. For example, 
the Church of Sweden successfully persuaded Wilmar – one 
of the biggest palm oil companies in the world – to make 
commitments around deforestation and the rights of workers 
and Indigenous peoples.33
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Conclusions

‘We have the means to limit climate change… 
The solutions are many and allow for continued 
economic and human development. All we need 
is the will to change.’
Rajendra Pachauri, IPPC Chair, November 2014.34 

Given the unprecedented need to change the way in which we 
use fossil fuels, the consensus that up to 80% of existing fossil 
fuel reserves need to remain in the ground, and the need to 
peak fossil fuel pollution within five years, a crucial question 
for Churches with shares in fossil fuel companies is: how can 
we best work to make the needed transition a reality?

In the UK and around the world many Churches have 
concluded that the most effective way to bring pressure to 
bear on the fossil fuel industry is to publicly disinvest from 
fossil fuel companies. Revd Prof. Dutney of the Uniting 
Church in Australia, which committed to disinvest in 2014, 
has said, ‘With national governments reluctant to take difficult 
decisions, it falls to us as members of the body of Christ to 
show leadership in taking action to reduce damaging pollution. 
We simply must act.’

Operation Noah believes that, while shareholder engagement 
is a useful and appropriate tactic in many contexts, Churches 
can catalyse greater action on climate change by publicly 
disinvesting, disrupting the political power of the fossil fuel 
industry, as well as its explicit assumption that business-as-
usual plans will not be affected – or even challenged – in the 
coming decades.

Conversely, by maintaining close and supportive relationships 
with fossil fuel companies, Churches lend moral legitimacy 
to the industry. We believe that Churches need to consider 

32.  Church of England, ‘Ethical Investment Advisory Group ethical investment restrictions tightened’, 2014, 
https://www.churchofengland.org/media-centre/news/2014/06/ethical-investment-advisory-group-ethical-investment-restrictions-tightened.aspx

33.  Church of Sweden, Responsible Investment 2013.
34.  Quoted in http://www.theguardian.com/environment/2014/nov/02/rapid-carbon-emission-cuts-severe-impact-climate-change-ipcc-report

whether some fossil fuel companies are choosing to engage 
as part of a wider policy of ‘distract and delay’, creating the 
appearance of taking action while continuing to invest in ever-
increasing exploration and extraction of reserves.

There is no evidence yet that engagement by Churches can 
persuade fossil fuels companies to leave valuable assets 
of coal, oil and gas in the ground. Furthermore, the current 
strategies outlined by the Churches do not specify demands 
for companies or explicitly oppose projects led by BP, Shell 
and others – including Arctic drilling and tar sands extraction 
– that are wholly inconsistent with a 2ºC scenario. Nor do they 
outline a clear timeline for compliance, or the specific criteria 
by which they would reach a decision to disinvest in a case 
of non-compliance.

The IPCC Chair has said that, in order to prevent unknown 
levels of harm to the planet, its people and its species, we 
need only the ‘will to change’. By working together with the 
hundreds of institutions disinvesting worldwide, Churches can 
help to build this will, creating space for the political action 
urgently needed to make possible the transition away from 
fossil fuels.

‘A crucial question for Churches with shares in fossil 
fuel companies is: how can we best work to make the 
needed transition a reality?’
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Bright Now is a campaign launched by Operation Noah calling 
for UK Churches to disinvest from fossil fuels.

Website: www.brightnow.org.uk 
Contact: ellie.roberts@operationnoah.org

Operation Noah is a Christian organisation which provides 
leadership, focus and inspiration in response to the 
growing threat of catastrophic climate change endangering 
God’s creation.

We are informed by the science of climate change, motivated 
to care for creation by our faith and hope in God, and driven 
by the desire to transform and enrich our society through 
radical change in lifestyles and patterns of consumption.

More information from:

Operation Noah, The Grayston Centre, 28 Charles Square, 
London, N1 6HT

Telephone: 07804 059426 
Email: admin@operationnoah.org 
Website: www.operationnoah.org  
Facebook: www.facebook.com/OperationNoah 
Twitter: @OperationNoah 
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