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CSR in the European Banking Sector:
Evidence from a Sector Survey

Federica Vigano, Daniele Nicofai

1 Introduction

According to literature the banking sector has bggte slow in considering the conse-
guences of the issue of sustainability, despitd@ffact of their exposure to risk having
an intermediary role in the economy. Referringhe televant literature from 1990 to
2000, banks began addressing the issue of sustdinblp considering firstly environ-
mental and then social issues and attempting trpocate them by established policies
for the environment and sociétyt is possible to recognize that most studiesi$oon
‘banking and the environment’ or ‘environmentakriand consequently, in terms of
banks’ activities, ‘environmental risk assessmensk management’, ‘product devel-
opments’ (special funds), ‘new markets’, ‘commutimaand organisation’.

As a consequence of the emphasis on banking andntieonment, research interests
focused initially on the ‘direct risks’ banks wemgnning, i.e. the risks of banks being
held liable for polluting activities. Only in thatker years the ‘indirect risks’, such as
reputation and responsibility of banks related émding activities (client’'s sol-
vency/continuity or collateral) were taken up andestigated in the sector. Risk man-
agement which was usually focused on the potefitiahcial risks, involves nowadays
also the environmental and social consequencesndirlg money to clients with dubi-
ous sustainability performances

Our survey explores four different kinds of finaadanstitutions representing the most
widespread European typologywhose main difference traces back to their misaiooh
in some cases to their ownership structure: comialebanks, co-operative banRs
savings banKsand public banKs

! Fondazione Eni Enrico Mattei (FEEM), Italy. We vauike to thank Peter Wilkinson and Sabina
Nicolella for valuable comments to an earlier dddfthis paper.

2 Jeucken 2002, Bouma/Jeucken/Klinkers 2001, Jeu2Bemh.

® The ethical and sustainable orientation is mord amore considered by different stakeholders:
lender/savers would like to know how banks charineir money; NGOs ask banks to indicate what
the economic sectors financed by banks are; inkeste worried that the value of their shares @n d
crease if banks are involved in financial scandalsf banks finance “bad” companies for instance
damaging the environment or violating human rights evident sign of the progressive environmental
care is the growth of the market for funds thatestvexclusively in responsible companies (Jeucken
2004).

“ In the Annex we provide an illustration of the Whdinancial system and the evidence of the RARE
project focus.

® The majority ofcommercial banksre joint-stock companies whose primary missiotisnaximise
profit for shareholders. The main activities of eoercial banks cover “money transfer, deposits,
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In the entire spectrum of banks’ sustainable aetwj the analysis of RARE project has
focused on their understanding of responsibilitatesl to three specific policy fields
(mitigating climate change, promoting gender edqualnd countering bribery).

The aim of the sector survey is to provide a syithgcture of CSR impacts regarding
the three policy fields. The results of each singié@ of analysis, the company’s com-
pletion of the RARE questionnaire, have been aedlyand assessed according to the
framework developed in the project and thereby iping a benchmark of the compa-
nies against the policy fields.

With regards to the differentiation between dir@otl indirect aspects, the questionnaire
and consequently the survey have adopted the wprdidirect aspects’ and ‘direct
aspects’ and specified related sub-issues cleayying two types of responsibility. In
the conclusive paragraph of this survey, we haveseguently tried to differentiate two
types of impacts, defined as those consequenci isocial and environmental realm
deriving from a direct practice implemented by twmpany or linked to the most
prominent activity of the banks, the lending opers.

1.1 Methodological steps (company selection, survey procedural)

Company selection was carried out through a migifiérent criteria that matched the
general and specific purposes of the RARE projiet:first criterion was to consider
banks with an explicit CSR profile based in the dpgan domain; the second was to
consider large groups, according to the EU definitof Multinational companies; the

loans and credits, letters of credits, foreign-exae transaction, bullion trade, guarantees, dmersit
(...) Most of the world's better-known banks fall ant this category”. (Schmid-
heiny/Zorraquin/WBCSD 1996: 99).

® Co-operative bankare owned by members-customers, who are the sarap gf person who elect their

management teams in accordance to the principle f@nson, one vote”. This is economic democracy
in action, whose dominant end-purpose is to proeiggomer value by offering tailor-made products
and services cost-effectively and “close to homBurppean Association of Co-operative Banks
2004:2). Their primary mission is not to maximisefj for their shareholders, but to offer theirme
bers/customers the best services. By their origth r@ature co-operative banks have historically been
leaders in supplying financial services adaptedetdain categories of customers, such as farmets an
small and medium-sized enterprises to which adeessedit at other banks used to be limited.

" The savings bank$usiness model is characterized by a group ofrdeslised, locally based banks.
Savings banks are the main financial partners objfigan SMEs and private households. These banks
are the second largest group of banks in Europte(ins of total assets) and Europe’s main represen-
tative of retail, decentralised, local and regiobahks (European Savings Bank Group 2004:10).
Their form of legal ownership varies: some banks eharacterised by mutualism (such as co-
operative banks), others are foundations, publitkbaand in some cases there are also joint-stock
savings banks.

8 Public banksencompass a series of financial institutions thatpaiblic or publicly owned banks, devel-
opment banks and funding agencies. “The functiomhefpublic credit institutions lies to a greatestt
in their role as promotional institutions withiretoontext of an economic and structural policy”rEu
pean Association of Public Banks 2002).
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third was to consider the CSR performance and iiesYinstruments adopted by banks
with regard to RARE policy fields. Table 1 summasisthe different phases of the
preparative work to define the list of banks tharevapproached for the survey (36

banks in total).

Table 1: Company selection and carrying out of the survey

Work Banks
phase Timing/ Research instruments /chosen/ |Response
o Comments
criteria con- rate
tacted
May 2005 — October 2005
- analysis of market leaders /
multinational enterprises
- analysis Of. CSR reporting tools Considering the different po
and web sites . . .
-SRI indexes composition and Icy areas |_nvest|_gated
Desk 0 RARE, a crucial point was {
selection SR fgnd51 36 i identify the responsible CS
- ranking of CSR performances .
11 manager/unit able to answer
- interviews with some CSR seg- the RARE questionnaire.
tor experts?
- banks CSR responsible man-
ager (via publicly disclosed
documents; via web)
Two banks were pre-contacted
Pre test | September 2005- November 2005 2 2,;100% |to validate the format of th

questionnaire.

[Sl=]

to

D

° Elaboration by FEEM on the basis of a banking@ewtsearch (Mediobanca 2003).
1 sustainable Investment 2005.

1 Stock at Stake 2004; Clausen J./ Loew T. /Westennth 2005; SustainAbility 2005; The Global 100

2005.

2 We had the opportunity to discuss with a represemt from Avanzi (Davide Dal Maso); ABI, the
Italian Banking Association; the European Savingl&aAssociation.
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December 2005 — February 2006 (firg
round)

Questionnaires, with an accompanyj

—

ng

letter, were sent out to CSR/environment

managers by post and by e-mail.

When no answer came, ba#nks

were contacted by phone.

was difficult to reach the re

sponsible person. The ban
which refused to participa

gave one of the following

It

ks

@

he

o

1]

36 11 ; 30,5% ) .
reasons: first, lack of time or
lack of resources; second, {

Contact hlgh numb.e_r of questh
phase naires/enquiries they receiy
especially from rating agen
cies.
March 2006 — April 2006 (second
round) End of Aprii 2006 was the
We sent out a second round of question- 5 6 - 24% deadline to receive the ques-
naires, as banks advised they had |not tionnaire. The final positiv
received it or they wanted to delegate result was 17 questionnaires
other people to handle the project.
June 2006 - October 2006
Data | Qualitative / Quantitative analysis 1736 47.2%
analysis (analysis of frequencies; correlations);

redaction of the survey.

Source: RARE Project; FEEM 2006

The final response rate reached 47%, which is @ gesult considering the difficulties
in obtaining responses; six banks (35% of respasyievere very cooperative by send-
ing the questionnaire in due time and adding furthirmation about their CSR activi-
ties (updated reporting; special information regagdoolicy areas or activities carried

out; workshops they were organising or particigatin).

1.2 Structure of the sample

The sample is constituted of 17 banks coming framogean countries where the sector
has a high relevance: Germany (5), United Kingd@m $witzerland (1), France (1),

The Netherlands (1), Italy (3), Belgium (2), Spé2). The main focus was on commer-
cial banks (13) even though the sample also inslud® saving banks, a cooperative
bank and a public bank.

Concerning the size the sample includes both lagges and a couple of ‘pioneers’ (to
be considered as leaders regarding the use ofrcerstrument or because they address
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certain policy issues, but smaller than MNEs ang tless visible). The size has been
analysed according to two parameters:

- Balance sheet total (total assets at 31 Decemt@s)30it varies from 17 to
1,325 billions Euro (in average about 500 billiafiguro);

- Number of employees (2005): 3,740 to 137,000 (erage 50,000 employees).

Table 2: Survey participants

Company Country of origin

Deutsche Bank

Dresdner Bank

KfW Bankengruppe Germany

West LB

HypoVereinsbank (HVB)

Unicredit Group

Gruppo San Paolo IMI

Italy
Gruppo Monte dei Paschi di Siepa

(MPS)

The Royal Bank of Scotland (RBS)

- United Kingdom
The Cooperative Bank

Banco Bilbao Vizcaya Argentaria

(BBVA) Spain

Caja Madrid

DEXIA i
Belgium

KBC

ABN AMRO The Netherlands

UBS Switzerland

Caisse Nationale des Caisses

d’Epargne (CNCE) France

Source: RARE Project

13 “This variable consists of the sum of all itemgtué assets side or the sum of all items of lidediside.
This indicator gives an idea of the economic imgace of credit institutions” (Eurostat 2004: 208).
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2 Survey results

The results of the CSR survey will be presentetbfohg a schematic path for corpo-
rate decision-making. It starts with the compamgseral commitment to its social and/
or environmental responsibility, followed by stigy¢ebuilding, implementation and per-
formance measurement (Figure 1).

Figure 1: Survey structure

Performance

Source: RARE Project

2.1 Corporate commitment

2.1.1 Terms used to describe banks’ responsibility to society and the en-
vironment

Concerning the terminology used by banks to desdtieir ‘responsibility to society
and the environment’, companies were asked to ehérasn a variety of terms and
could tick multiple answet$ (Figure 2). All the terms provided were known arskd
by the banks while three banks added their owniteriogy.

‘Corporate Social Responsibility’, ‘Corporate Resgibility’ and ‘Corporate Sustain-
ability’ are the most popular terms in our samphel @re respectively mentioned by
fourteen (representing 82% of the seventeen companies y&gayeine (53%) and
sevenbanks (41%). The frequencies’ analysis shows that therottrms are less used
than the first three above.

Banks chiefly relate their social and environmentdponsibilities to the corporate
sphere by choosing terms where the ‘corporate dsitglearly implied (‘Corporate So-
cial Responsibility, ‘Corporate Responsibility), the concept of ‘Corporate Sustain-
ability’ follows, while other terms are less usddusiness Ethics’, ‘Corporate Account-
ability’ and ‘Triple Bottom Line’).

14 Eleven banks representing the 65% in our sample gaultiple answers.

10
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Figure 2: Terms used to describe companies’ responsibility to society and the environment

( )

Business Ethics
Corporate Accountability
Corporate Citizenship
Corporate Responsibility

Corporate Social Responsibility

Terms

Corporate Sustainability
Triple Bottom Line

None

No answer |0
T

0 2 4 6 8 10 12 14 16

Multiple answers Frequency

. J

Source: RARE Project

2.1.2 Do banks perceive CSR activities as ‘beyond compliance’?

The survey asked banks to rank the importanceméusions determining their respon-
sibility moving from the ‘compliance with mandatolggislation’ to ‘activities that go
beyond mandatory legislation’. The answers provitéeresting and apparently contra-
dictory results if we refer to the core notion &R based on the voluntary and beyond
compliance activities, according to the EU defoniti

Considering the first and the fourth lines in thegdam (Figure 3) as the two opposite
answers, more than four fifth of banks (14 out Of dtressed that compliance with man-
datory social and environmental regulation is ‘veglevant’, while seven banks state
that CSR corresponds to ‘activities that go beymathdatory legislation’.

If we aggregate together the two frequencies bosay relevant’ and ‘fairly relevant’

in order to stress the very positive result (thekisastating as positive/relevant to go
beyond the mandatory legislation), we haigeen banks(representing 94% of our
sample and 100% of answers) considering ‘compliavitte mandatory legislation’ as
relevant andourteen banks (representing 82% of our sample and 88% of angwers
stressing that the ‘meeting of non-mandatory gawemt recommendations’ and ‘activi-
ties that go beyond mandatory legislation’ arevae too.

Being a question open to multiple answers, itkelli that the same banks signed the
two opposing answers without perceiving a cleatreaiiction.

11
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Figure 3: Dimensions of responsibility

e )
Compliance with mandatory social and
environmental legislation u\ery
i relevant
Contribution to political processes that lead @ fairly
S 6 7 1
to new mandatory legislation - ‘ relevant

B o not at all relevant

Meeting of non-mandatory government
1
recommendations - =2 ‘ 2

0 not very relevant

Activities that 9o beyond mandatory _ 7 ‘ 1 ‘ l O not known
legislation

o ) @ no answer
ACtI\./lt.I?S related to beyond’ compll‘.amce _ 6 ‘ 4 ‘ 2 m
activities by our company’s suppliers
T T T T T 1
0% 20% 40% 60% 80% 100%
Relevance of factors
a S

Source: RARE Project

The conclusion from this is that banks consider G8R its related activities as a path
to ensure achievement of compliance and to go lekylms revealing the vision of a
form of ‘continuum’ rather than as a sharp divisiogtween compliance and beyond
compliance activities.

Concerning the other dimensions of CSR, fourteerk®daggregating the first two top
positive results) consider as important the meeadingon-mandatory recommendations
(the so called soft law).

Nine banks state that the ‘contribution to politipeocesses that lead to new mandatory
legislation’ is very (3) or fairly (6) relevant, beeven companies choose the ‘not very
relevant’ answer. Supply chain activities are sagrvery or fairly relevant in 63% of
answers (59% of our sample).

Another key point of our analysis was the closatiehship between the overall level of
CSR activities and the three issue areas (mitigatiimate change, promoting gender
equality and countering bribery). The ‘level ofiaittes’ is an aggregate value deduced
from the activities that companies perform to inmpdat CSR. One assumption was that
companies which rate the dimension “activities lmglyanandatory legislation” as very
or fairly relevant would tend to hawehigher levelof overall CSR activities than com-
panies which consider “compliance with legislati@s’especially important.

12
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Table 3: Relation between dimensions of responsibilities and level of company activities

Level of Company Activi-
ties Number of
high medium low | companies
Dimensions of Compllaqce with Ieglslla.tlon 1 14 1 16
Contribution to the political process 1 7 1 9
Responsibility  yeeting of non-mandatory legislation 1 12 1 14
(veryrelevant/ | Activities beyond mandatory legislation 1 12 1 14
fairly relevant) Activities related to beyond compliance of suppliers 1 8 1 10
Column Total 5 53 5 -

Source: RARE Project

As the cross-tabulation in Table 3 shows, this etgi®n was not confirmed by the
results, being ‘compliance with legislation’ ancttigities beyond mandatory legisla-
tion’ frequencies more or less the same. The cotudascribe the independent variable
(level of activities aggregated across all thresiésareas); the rows describe those di-
mensions that companies feel to be very or faglgvant for their understanding of re-
sponsibility. The outcome shows that the companiesierstanding of relevant dimen-
sions is fairly dependent on their activities’ lewshich for the banking sector is me-
dium.

2.1.3 CSR vision and statements on issues surveyed by RARE

Looking more closely at the ‘commitment issue’ twisty and environment, this was
shown by sixteen companies reporting a written @@ie statement of overall vision,
mission or objective. Asking them if the corporatatement covers the issues targeted
by the RARE project, nine companies (representihgp ®f answers) report that the
statement encompasses our issues and fourteemeddutae are other relevant issues
covered by their statement.

RARE’s targeted issues are included in half of ¢begporate statements of the banks
sample. Nevertheless it is fairly relevant thatrfeen banks out of seventeen cover is-
sues which are not encompassed among the RARE'topic

5 Some banks specified issues some of the follovssges: customer care and satisfaction, corporate
values, business principles, fair business, pramaind protection of the environment, employee wel-
fare/professional development, relations with sigsp] community investment, employee entrepre-
neurship, human rights, quality and ethic serviceustomer, providing the utmost value possibl@on
balance basis to all direct stakeholders.

13
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Figure 4: Coverage of written statement on companies’ responsibility

4 )
Mitigating Climate
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Source: RARE Project

2.2 Corporate strategy

2.2.1 The most important social and environmental issue areas

Focusing on the second step of the CSR processsied companies to identify the
most important social and environmental issuesofes) answers) and to rely on their
integration into existing strategies or policies.

Sixteen out of seventeen companies replied toitsieguestion providing a list of issues
that we have then clustered as in Figure 5. klsvant to consider that tineost impor-
tant social and environmental issue areapecified encompasses ‘indirect responsibil-
ity via customers’. Banks seem to be aware of tid@ect role they play via their lend-
ing operations, management of assets, SRI funtey éihancial products/services and
consulting.

The issue areas identified as next in importaneaelated to ‘employees’ (8 answers),
‘social specific issue¥’® (7) and ‘environment specific issues’ (5 answegnty related

to climate change ar€y These aspects, as they are not linked to fiahpeoducts and
services, give a less interesting result than rexiimpacts’. It is also important to note
that three banks list financial inclusion as impatt this deals with the struggle against
the social exclusion issue, a phenomenon involabgve all both micro-small enter-
prises and households, in particular social categ@uch as immigrants, women, young

6 We grouped issues like assistance to the eldedydependent persons, corporate citizenship, socio-
cultural activities, human rights, social and comitysupport.

" They encompasses CO2 emissions, climate changkean power, energy consumption, bio architec-
ture

14
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and old people i.e. the so-called non-bankable Ipedfurthermore, three companies
indicates as relevant the RARE selected issuesnbating bribery, money laundering
and corruption.

Figure 5: Most important social and environmental issue areas

Indirect responsibility in social and
environmental issues via customers

Employees
Social specific issues

Environmental specific issues

Issue areas

Financial inclusion

Combating bribery, money
laundering and corruption

Frequency

N S

Source: RARE Project

Looking at the strategic importance of the issusaartargeted by the RARE project,
‘countering bribery’ and ‘promoting gender equdlggore best, with respectively nine
and eight companies (close to 50% of our sampleladag them as being of ‘high’
strategic importance (Figure 6). They are follovigdthe ‘mitigating climate change’
issue area which is considered of ‘high’ strategiportance by five companies (here
the share of companies decreases below 30% ohayls).

Analysing the diagram below we note that all of biamks (with one exception) replied

to the question and ranked the strategic importaricthe RARE three issue areas.
Moreover, the frequencies distribution is highlylgssed along two main categories

(‘high and rather high’). Considering together theategories we can interpret that the
strategic importance of ‘countering bribery’ anddmoting gender equality’ issue areas
score at the same level (15/16) while ‘mitigatihighate change’ scores a bit less than
the first two issue areas (13 answers).

15
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Figure 6: Strategic importance of selected issue areas
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Source: RARE Project

In a further analytic step, we analysed how thategic importance the companies at-
tribute to specific issue areas links with the lesfethe (issue specific) activities they
carry out (Table 4). According to the thresholdéirgsl for a low/medium/high activi-
ties’ level, companies in the banking sector penfer medium level of activities along
the three issue areas.

Table 4: Relation between assessment of strategic importance and level of activities

Level of Company Activities
High Medium Low
) Mitigating climate change 38% 62% 0%
Strategic
importance Promoting gender equality 20% 67% 13%
(hlggi/grha)ther Countering bribery 13% 80% 7%
Total 23% 70% 7%

Source: RARE Project

The 80% of companies stating the high/rather higpartance to the issue area ‘coun-
tering bribery’ have a medium level of activiti@he other 20% of banks declaring the
strategic importance of ‘countering bribery’ fe&udnoth a high level of activities (13%)

and a low level (7%). This result shows that tiatsgic importance attributed by banks
to ‘countering bribery’ depends on the level ofidties carried out in the same area,;
banks perceive this issue area as strategic byttieestill developing the issue.

Analysing the ‘promoting gender equality’ issueaareshows much the same level of
dependence between the strategic importance aniévwbkeof activities carried out by
companies as in the previous issue. The 67% an@Qbe of banks that attribute a
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high/rather high importance to this issue area maspectively a medium and high level
of activities to promote gender equality.

Moving to ‘mitigating climate change’ we denoteteoeger dependence than in the two
previous cases. 62% and 38% of companies havectasge a medium and high level
of activities to mitigate climate change’.

Banks being a relatively clean sector, have a lowrenmental impact compared with
other industries and services (e.g. oil and gabkefies, transportations etc.) and consid-
ering their direct impacts (energy consumptiorvels etc.). Even if the sector contrib-
utes to some extent to mitigating climate changejrfstance reducing CO2 emissions,
in this regard it is more significant to considee importance of the indirect impacts
banks can have for example via their clients (petgland services). This is confirmed
by banks themselves: according to the previoustmue®, banks rank that the most
important issue area is the ‘indirect responsipilitsocial and environmental issues via
customers’. According to the thresholds definedafdtmw/medium/high activities’ level,
companies in the sector perform both a high le¥andigating climate change’ activi-
ties (direct aspects) and a medium level (indiasgects).

Table 5 shows that the strong dependence betweesirdiegic importance and the level
of activities carried out by banks to mitigate di® change is mainly due to direct as-
pects. Indirect aspects are less relevant butahegtill dependent on the level of activi-
ties carried out by banks throughout their finahpieducts and services. Banks are
considering their indirect impacts and are worlanghem.

Table 5: Relation between assessment of strategic importance and level of activities (in mitigat-
ing climate change issue area)

Level of Company Activities
high medium Low
L Mitigating climate change 38% 62% 0%
Strategic importance Direct aspects *® 85% 8% 8%
(high / rather high) _ - : ° °
Indirect aspects 0% 77% 23%

Source: RARE Project

Considering thestrategic importance of the same three issue areas for their operations
in the new EU Member Stateswe notice a decrease of the response rate: fi8t®
71% (this is due to the inapplicability of the qu@s to banks not operating in new EU
member states). As shown in Figure 7 the ‘coungeliribery’ issue area scores best

!8 Direct aspects encompass activities to reduceggnese, GHG emission, travels etc..

9 Indirect aspects encompass: accounting for climhgmge risks involved in lending operations, finan
cial transaction and equity investments; offerimyinmental loans to organisations committed to
GHG emissions reduction projects; policies to averdling to projects that are intense in GHG emis-
sions or that reduce GHG sinks and policies togorfvestment in companies with low GHG emis-
sions; providing venture capital activities for eommental innovations mitigating climate chang®; S
funds taking into account climate change mitigatiateria.
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(seven banks ticked the ‘high’ strategic importanimélowed by ‘promoting gender
equality?® and ‘mitigating climate change’ (4 answers each).

Figure 7: Strategic importance of selected issue areas in new EU Member States
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Source: RARE Project

2.2.2 Translating responsibilities into corporate policies/strategies

To test how companies are managing their socialeawdonmental responsibilities we
investigated two possible options: first, if batee developed specific policies cover-
ing our targeted issues (Figure 8); second if thresponsibilities have been incorpo-
rated into existing corporate strategies (Figure 9)

Fifteen banks (representing 88% of our samplek dtat they have developed or are
developing specific policies covering RARE's isaareas. As shown by Figure 8 thir-
teen companies (87% of answers) have developedfispaalicies to promote gender
equality and the frequencies collected from thesotivo issue areas are close to the
first. Moreover, eleven banks (73% of answers lid@untering bribery’) have devel-
oped other policies e.g. on environmental protectiogeneral, fairness and transpar-
ency, occupational health and safety, human rigihtsother.

2t is noticeable that promoting gender equalitgasisidered as of a rather high degree of strategic
portance by four banks while mitigating climatedentified as such by only by two.
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Figure 8: Translation of corporate responsibility into self-standing policies

a )
Mitigating climate
change

equality
. 12
bribery

|

Issue area

Others 11

|

Multiple answers 01 2 3 45 6 7 8 9 1011 12 13 14 15

Frequency
N\ W

Source: RARE Project.

Concerning the second option (integration of caap®rresponsibility into existing
strategies) the response rate decreases from 88%40 nevertheless results are good,
and confirm the idea that banks seem to integhatset concernig addition— not as an
alternative — to the development of specific pelicon issues targeted by the RARE
project (Figure 8). They tend to do so to a legséent than setting up specific policies
(27 entries in Figure 9 vs. 36 entries in Figurel83ue areas targeted by RARE have
been mostly integrated into existing strategiesiost three quarters of banks (12/17)
integrate RARE’s issue areas into existing corgositategies and the survey records
ten frequencies (83% of answers) both for gendealég and bribery and seven (58%)
for climate change (multiple answers were possible)

The mitigating climate change issue area denotesitaresting qualitative result. By
asking banks to specify which strategies includeREA issue areas, two companies
reported integrating them into ‘risk and asset ngangent’: as this is a core business
activity for a bank (providing financial productadaservices), the result confirms that
some companies are considering their indirect enmiental responsibilities via their
customers.
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Figure 9: Integration of corporate responsibility into existing strategies
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Translating corporate responsibilities into stregegnd policies imply target setting and
the application of targets for specific companyrapens. All banks (with one exception,

i.e. 94% of our sample) state that targets applgdmpany’s own operations’, 11 banks
(65% of our sample) declare that targets applyinmpacts of products and services by
suppliers and service providers’ and 5 banks (28%ppplying targets to ‘other key busi-

ness partners’.

Figure 10 illustrates that 11 banks (65% of our@ajrhave defined targets on ‘mitigating
climate change’, 9 banks (53%) on ‘countering biibe@nd 8 on ‘promoting gender equal-

ity’.

Figure 10: Targets covering RARE’s issue areas.

-

Mitigating

climate change 1

Promoting
gender equality

Issue areas

Countering
bribery

0 2 4 6 8 10 12

Multiple answers Frequency

14

Source: RARE Project.
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Table 6 shows the statistical relationship betwiéerassessment of strategic impor-
tance of RARE issue areas anarget setting covering the same issues. In all issue ar-
eas to which banks assign a high/rather high gfiaienportance, more than half of
them have set targets with regard to this speisifice area. The first intense relationship
can be identified with regard to the climate chaisgee (10 banks representing 77% of
banks assign a high/rather high strategic impogaadchis issue); then follows counter-
ing bribery (9 banks, 60%) and gender equalitydBks, 53%). At this stage, we prefer
to stress that data show the existence of a statiselationship between the assessment
of strategic importance and the setting of targatiser than comparing the RARE’s is-
sue areas. Even if banks seem to set targets lithate change issue area more likely
than in others, we should consider that climatengbaargets may range greatly from
lending and investment decisions (relevant issaeshke banking sector) to a variety of
minor and simple initiatives like in-house operatige.g. energy consumption reduc-
tion, switching to renewable energy use, increabuginess travel by train etc. i.e. di-
rect aspects).

Table 6: Relation between assessment of strategic importance and target-setting

Targets
Row Total
Yes No
Mitigating climate change 77% 23% 100%
Strategic Importance . . o o o
(high / rather high) Promoting gender equality 53% 47% 100%
Countering bribery 60% 40% 100%

Source: RARE Project.

This paragraph depicts interesting results on #rk$ corporate strategy. Banks assess
the strategic importance of RARE issue areas d¥graitper high and they are also con-
sidering other CSR issues (including their indirsetponsibility via customers). The
great majority of banks have developed specifiicpes covering the RARE issues and
more than 70% of banks have already integratecetiessies into existing corporate
strategies.

Even if this seems to be a positive result regardie sector, it is too early to make a
judgement. The indirect responsibility issue (visstomer) should be the object of fu-
ture research.
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2.3 Implementation

How are companies implementing their CSR policias strategies in the sector? In this
paragraph we will analyse instruments and acts/itigrried out by banks. The first focus
is on the CSR instruments adopted (codes of cosduwnagement systems, different
forms of stakeholder engagement and cooperatiaiglsand environmental accounting
and reporting, conformance with requirements ofad@nd ecological product labels or
awards); in addition we have considered ‘Corpo€iteenship’ such as donations, the
establishment of foundations or cause-related miatkéCRM), employee volunteering

etc.

The second focus is on the specific activitiesiedrout by banks in climate change, gen-
der equality and bribery issue areas. In the tfomlis, we were interested in knowing
more about the organisational structures and ressuhat are in place to promote the
effective implementation of CSR instruments and/gies.

2.3.1 CSR instruments and community activities

‘Codes of conduct’ are the most relevant instruneaégory used in the banking sector
(89 entries) followed by ‘forms of stakeholder eggment and cooperation’ (61), ‘non-
financial accounting and reporting’ (45) ‘management systems’ (34) and ‘conformance
with requirements of social and ecological prodalsels or awards’.

Banks use different CSR instruments moving froroveer level of 8 instruments to the
highest of 28; the average number of CSR instrusreshtpted by each bank is 17.

Table 7 illustrates the top scoring instrumentsinithe different categories.
Codes of conduct

European banks have developed company-specificscfmiesystematically managing
social and environmental issues (15 banks repliegeB88% of our sample) but they
also adhere to international codes promoted byuthieed Nations: thirteen banks use
the UN Global Compact and twelve the UNEP StaterbgnEinancial Institutions on

the Environment and Sustainable Development.

It is relevant to stress that almost half of ba(&suse the ‘Equator Principles’, which

tackle indirect environmental responsibilities iteeir financial services. Furthermore,
eight banks have adopted the Financial Action Tamke (FATF) on Money Launder-

ing and five banks (representing 35% of our samyée)the Wolfsberg Principles: these
instruments are related to money laundering wigchligned to the countering bribery
issue area.

2L 45 entries calculated excluding banks’ own repir®; all of the banks have drawn up a non-finahci
report.
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Table 7: CSR instruments most frequently used by respondents

Absolute
List of top scoring instruments per category used b y Absolute Relative frequencies
banks frequencies | frequencies / Total en-
tries
Codes of Conduct
Company-specific codes 15 88.24% 16.85%
Global Compact 13 76.47% 14.61%
UNEP Statement 12 70.59% 13.48%
Equator principles 8 47.06% 8.99%
FATF on money laundering 8 47.06% 8.99%
Companies of the sample 17
Total entries 89
First 5 codes / All codes 62.92%
Management systems
ISO 14000 12 70.59% 35.29%
Company-specific management systems 8 47.06% 23.53%
EMAS 5 29.41% 14.71%
EFQM Excellence model 3 17.65% 8.82%
SA 8000 2 11.76% 5.88%
Companies of the sample 17
Total entries 34
First 5 MS / All MS 88.24%
Forms of stakeholder engagement and co-operation
Collecting information about/from stakeholders 16 94.12% 26.23%
Consultation of stakeholders and dialogue 15 88.24% 24.59%
Participation in multi-stakeholder initiatives 15 88.24% 24.59%
Companies of the sample 17
Total entries 61
First 3 Forms of stakeholder eng and co-op / All forms 75.41%
Non-financial accounting and reporting
Global Reporting Initiative (GRI) 15 88.24% 33.33%
GRI Financial Services Sector Supplements 12 70.59% 26.67%
Other 7 41.18% 15.56%
ISAE 3000 5 29.41% 11.11%
Eae;z;lallilrlr:/éﬁ)ggental Performance Indicators for the 4 23.53% 8.89%
Companies of the sample 17
Total entries 45
First 5 N-F Accounting and Reporting / All N-F A and R 95.56%

Source: RARE Project; FEEM 2006.

Management systems

The most frequently employed management syste8Qs14000 (12 banks representing
71% of our sample use it). Furthermore five bankgehadopted EMAS (the environ-
mental management system promoted by the EU). T@&@ surprise here as banks are
neither polluting businesses nor big energy conssinBanks contribute to some extent
to mitigating climate change and protecting theirmmment by reducing their emissions
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and waste production but more interesting is thestion if they are developing spe-
cific-management systems to deal with indirect etspeAs shown in Table 7 eight

banks state use of company-specific managemergnsggbut this does not allow us to
identify if they are dealing or not with indirectSR aspects (e.g. activities throughout
financial services; GIPS certification; ethical ekence in the practice of investment
performance evaluation and presentation).

Stakeholder engagement

Stakeholder engagement activities and forms ofesialkler co-operation are progres-
sively gaining importance in the CSR range of instent$>. These kind of instruments

seem to be diffused in the banking sector: all bamkth the exception of one) collect
information about/from stakeholders and fifteerirefm (representing 88% of our sam-
ple) both consult stakeholders and participate uttirstakeholder initiatives.

The first main finding is that twelve banks engagemulti-stakeholder initiatives on
climate change while the initiatives taken up ia tither issue areas are much less nu-
merous (6 companies in countering bribery and @eimder equality). This emphasises a
displacement of the mitigating climate change &@otiv on the external side; despite this
result, if we refer to Figures 8 and 9 (paragraph ‘Corporate strategy’), this issue
scored less than the others as regards the tianstdtsocial and environmental respon-
sibilities into corporate policies and strategiBlsis apparent contradiction could have a
double interpretation, as negative (banks partieifpa climate change initiatives to in-
crease their reputation: rhetoric) and positivar(ganies have maybe assessed as inter-
esting the future strategic importance of finangiedducts related to mitigate climate
change as a contribution to the sustainabilityassu

A second finding with regard to ‘different forms sfakeholder engagement and co-
operation’ is the quite high share of banks statirginclusion of stakeholders into de-
cision-making (11 companies representing 65% ofsaamnple).

Sustainability reporting

Non-financial reporting is a very popular instrurnenthe banking sector and this is a
partial confirmation of CSR’s maturity of the sactdll banks have developed their
own reports and most use the ‘Global Reportingatinge’ (GRI) reporting framework.
Fifteen banks (representing 88% of our samplep¥olthe GRI reporting framework
and twelve (71%) use the GRI supplements for thanitial sector. For ‘other stan-
dards’, represented by national standards ther® ardries; the International Standard
on Assurance Engagements - ISAE 3000 — (5 entaied)the VfU Internal Environ-
mental Performance Indicators for the Financialbidy (4 entries).

22 AccountAbility (the international membership orgariion committed to enhancing the performance of
organisations and to developing the competencidadifiduals in social and ethical accountability
and sustainable development) launched the Stakeh&dgagement Standard in September 2005.
(www.accountability.oryy
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Conformance with requirements of social and ecologal product labels or awards

As regard these instruments eight banks, represeafi% of our sample, report confor-
mance with requirements of diversity awards angémder equality awards.

Concluding this analysis on CSR instruments ihteresting to test possible correlation
between the typology of banks and the number of @SRuments used. Remembering
that our sample encompasses mostly commercial {a8kepresenting the 76% of our

sample), four non-commercial banks (two saving baarkd a couple of cooperative and
public banks), the results do not provide a refestiop between the instruments and the
typology of bank. The cross-tabulation presentetiahle 8 reveals that the vast major-
ity of banks per each typology is closely distrdmiaround the average number of CSR
instruments adopted (17 as pointed out at the hegyrof the paragraph).

Table 8: Relation between typology of banks and use of CSR instruments

Use of CSR Instruments
Total
0-9 10- 14 15-19 20-24 25 - more
Commer-
cial 8% 15% 62% 0% 15% 100%
banks
pavng 0% 50% 50% 0% 0% 100%
Coopera-
tive 0% 0% 100% 0% 0% 100%
Bank typology

banks
E;‘r?l'('g 0% 0% 100% 0% 0% 100%
Non
gi‘;rlnmer' 0% 25% 75% 0% 0% 100%
banks

Source: RARE Project.

Another interesting finding is represented by theecof a couple of commercial banks
(representing 15% of all the commercial banks) Wheompared to the others, adopt a
high number of CSR instruments. These banks athanddig market players nor small

banks; in terms of size (balance sheet total atal taumber of employees) they are
more or less placed in the middle of our samplefiist sight this result shows that

there is no correlation between the size of conggand the number of CSR instru-
ments adopted.

The repercussions of CSR instruments on the widkre chain has been investigated
by asking banks if they require compliance fromirtlbeisiness partners. Large banks,
like other big companies, are important custométe & impose CSR conditions on
their suppliers though their purchasing policiésurteen banks (representing 93% of
respondents and 82% of our sample) require congdifnom their contractors and sup-
pliers with different instruments (ISO 14000, EMASd UN Global Compact) or their
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underlying standards (ethical codes for supplietiical charters, environmental and
sourcing policies, requirements against the empémrof children labour).

Nine banks (representing 60% of respondents and 53% of aupks require compli-
ance from customers (borrowers and recipient aéstment funds); it is relevant to note
that one third of banks requiring compliance froustomers (3) specify that they use
the Equator Principles while four banks indicatedir directives, company guidelines,
the code of business ethics and the bank’s ethalady. This finding seems to confirm
the emerging role of banks in dealing with CSR reci aspects (via clients and
throughout their financial products and services).

Five banks (representing 33% of respondents and 29% of aupksg require compli-
ance from other business partners, agents etc.

Furthermore we asked companies to indicate if tlaeeebusiness partners which are
requiring banks to comply with instruments or umgleg standards. Analysing data we
can affirm that this issue is less relevant thaioriee(18 total entries vs. 28) and that
banks have a quite strong contractual power. Ca@mngd is required from banks by cus-
tomers (9 entries; representing 60% of respondants 53% of our sample), lend-
ers/investors (6; 40% and 35%) and other businagsgrs (3; 20% and 18%). Banks
specify the instruments and underlying standardaired which are Equator Principles
(3 entries), questionnaires of rating agenciesd@)pliance and good governance regu-
lation (2), influence of SR funds (2), anti-monayhdering policies and procedures (2),
SA 8000 (1), ISO 9000 (1), the will of clients @nd the requirements of some clients
asking the bank to prove that it is a good busifEss

Moving to Community activities (or ‘Corporate Citizenship’) we asked companies to
indicate the social and environmental initiativesried out in the three issue areas tar-
geted by the RARE projett.

The most relevant initiative is donating/sponsoi({2g total entries) followed by volun-
teering (11) and Cause-Related Marketing (9). Thstmreferenced issue area involving
community activities is climate change (23 totdlries) followed, at some distance, by
gender equality (10) and countering bribery (7).

Figure 11 shows how the entries are distributedguigsue areas and the typology of
community activities.

% Here only three banks specify which instrumentstandard are requiring of their other business par
ners: they state they require compliance with compiidelines, the code of business ethics and audi
charter, and anti-money laundering policies anc@adares.

2 Fifteen banks representing 88% of our sampleedpb this question and multiple answers were possi
ble.
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Figure 11: Community activities carried out by companies
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Source: RARE Project.

2.3.2 Voluntary activities in issue areas targeted by RARE
Mitigating climate change

In this issue area we asked companies to tick amaosggies of in-house (or direct) ac-
tivities — such as the use of renewable energycesuthe reduction of greenhouse gases
(GHG) emissions etc. - and indirect activities sashproviding SR funds concerned
with climate change mitigation criteria, using p@s which prefer investment in com-
panies with low GHG emissions and other.

Surveying ‘direct activities’ we note that all dfet companies work to reduce the energy
use in their premises, sixteen banks (represe®8g of our sample) substitute busi-
ness travels with video phone conferences and hksbg@8%) work to reduce direct
GHG emissions from sources owned or controlleddnkb themselves. Figure 12 illus-
trates the five top-scoring activities carried bytbanks to reduce their emissions of
GHG and to change to renewable energy sources.
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Figure 12: Direct voluntary activities to mitigating climate change (top scores)
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Accounting for climate change in banks’ lending amgestment policies (‘indirect ac-
tivities’), the most common activities that banksrg out voluntarily are summarised in
(Figure 13). Eleven banks (representing 65% ofsample) account for climate change
risks in their risk assessment and eight (47%)ipgeventure capital activities for envi-
ronmental innovation, participate in or have essaleld climate change funds, and have
SR funds taking into account climate change mitgatriteria®® These findings are
quite interesting and we can assert that aboutdifatie companies are dealing many
indirect CSR activities, even though, some stroalicigs such as to avoid lending to
projects that are intense in GHG emissions anddfepto invest in companies with low
GHG emissions are respectively carried out by &éind one banks only (representing the
29% and the 6% of our sample).

5 Furthermore, eight banks state use other measures.
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Figure 13: Indirect voluntary activities to mitigate climate change (top scores)
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Promoting gender equality

This issue encompasses four main sub-issues:
1) promoting equal opportunities and equal pay of wored men;
2) promoting work-life balance;
3) ensuring anti-discrimination with respect to sexuaiassment;

4) ensuring gender equality/diversity and equal treatnregarding access to and
supply of banking services.

While the first three sub-issues refer to in-hoasgvities (direct aspects) the last is
linked to financial products and services (indir@gpects).

Figure 14 shows the top eight CSR activities impwong gender issues.

Banks are promoting the work-life balance of empksf, equal opportunities and
equal pay of women and nférand have established preventive measures agaistls
harassment and bullying (10 banks representing 8B&ur sample). Moreover, four-
teen banks (82% of our sample), to some extent@rsidering indirect aspects such as

%6 All of the banks have established flexible workiimye arrangements, 14 banks (representing the 82%
of our sample) support employees with care respditigis; 10 banks (59%) have established retugure
lations after parental leave.

27 15 companies (representing the 88% of our sanipep established a regular statistical review on
gender equality and diversity, 13 banks (76%) hevange of means for supporting professional career
and consider gender equality and diversity at dbffié stages of employment, and 11 (65%) ensureegend
equality of full time workers and part time workéfsome workers.
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ensuring equal access to banking services for @then — irrespective of their marital
status, race, ethnic or national origins, religiougpolitical affiliation.

Figure 14: Voluntary activities to promote gender equality (top scores)
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Focusing on indirect aspects, it is relevant tosaber that a couple of relevant voluntary
activities have not been considered by banksnfstiance programmes for loans to foun-
ders and/or other forms of credit services in eagncectors dominated by female en-
trepreneurs and the participation in/or the esthbtient of funds dedicated to women'’s
empowerment are respectively taken up by threeomedbanks only (representing the
18% and the 6% of our sample).

The question asked for information about activitepromote gender quality that were
at least partly required by law. The answers witihér score are related to an indirect
aspect (equal access to banking services to allenpmnd a direct one (action to pro-
mote parental leave) ticked by five companies ¢29%6 of our sample).
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Countering bribery

In our questionnaire voluntary activities relatedhe countering bribery issue area were
presented according to four main sub-issues:

1) countering the risk of bribery;
2) countering money laundering;

3) countering the risk of bribery in asset managemlenting operations and SR
funds;

4) transparency in resource-backed lenéfing

The first two sub-issue encompassed in-house {ernal) activities such as the setting
of programmes and internal control systems for tenimg bribery and money launder-
ing, but also external activities such as sanctmosesses for business partners’ viola-
tions of the management systems for counteringebyifthe ‘Programmes’), the coop-
eration with other banks and government agenciestrangthen measures to counter
money laundering throughout the banking system @it.these internal and external
activities represent direct aspects of banks’ nesibdities.

The third and the fourth sub-issues are insteadaelto the products and services pro-
vided by companies operating in the banking semtdrconstitute the indirect aspects of
banks’ responsibilities.

Figure 15 shows the top eight CSR activities; priesent at least one activity for each
sub-issue with the exception of “transparency soweced-backed lending” that scores
much lower. The percentages express the sharengbardes of our sample (it encom-
passes 17 banks) that carried out a specific vatymictivity in countering bribery issue

area.

% These are loans secured against future resoureaues, especially oil revenues. Banks risk magagin
themselves complicit with the misappropriation #fts funds unless provisions are in place to check
that loans are being properly used and to ensatethie borrowing government's fiscal management is
transparent.
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Figure 15: Voluntary activities in countering bribery issue area (top scores)

1 )
1) We train our employees w ho have client contact and our compliance 100l00%
personal to raise their aw areness and skills on ML prevention. l E
2) We have a policy on countering ML that applies to all countries in w hich 94,1204
w e operate. !
3) We restrict/control giving and receiving of gifts. | 94,1294
4) We make prompt reports of suspicious activity, or propose activity to the 1 94,120
relevant authorities. ! E
5) We take all reasonable steps to verify the identity of our customers. | 94,1294
6) In our risk asses. w e account for risks of bribery associated w ith 1 | 88,24%
management of our bank's assets and lending operation. ! 0
7) We work w ith other banks and government agencies to strengthen 88.24%
measures to counter money laundering throughout the banking system. | ! 0
8) We provide or are developing guidelines for employees on countering 1
bribery. | 82,35%
8) We have a sanctions process for employees’ violations of our |
Programme. | 82,35%
8) We provide secure issues reporting (w histle blow ing) channels for | o
employees. 82,35%
8) We have a management systemfor countering the risk of bribery in 82 350
money laundering. | ! °
8) We take all reasonable steps to identify the legitimacy of the source of ] 82,35%
funds for our customers’ banking. ! °
T T T T 1
0% 20% 40% 60% 80% 100%
a J

Source: RARE Project.

In general we can state that all the options ptesem the questionnaire have been
highly ticked with respect to countering briberydamoney laundering. The first issue
does not seem required/partly required by law waig-money laundering is a highly

regulated area of banking activity.

Analysing ‘countering bribery’ sub-issue area irééevant to stress positive and nega-
tive findings. Sixteen banks (representing 94%uwfsample) restrict/control giving and
receiving of gifts and fourteen banks (82%) prolade developing guidelines for em-
ployees, provide secure issues reporting (whidtevilng) channels for them, and have
sanctions processes for their violations of th@fPammes’. There are also some nega-
tive findings such as sanctions processes for basipartners’ violations of the ‘Pro-
grammes’ (ticked by 4 banks, representing 24% ofsample only), training for busi-
ness partners (3, 18%), ‘Programmes’ performanddighy reported and advice chan-
nels or hotlines for them (2, 12%). This revealsuge difference between internal and
external aspects of banks’ responsibilities in ¢erng bribery issue area; in the bank-
ing sector internal countering bribery activitie® @uite mature but their external di-
mensions are still in an embryonic phase.

Positive and interesting are also findings coneceyrihe indirect aspects of banks’ re-
sponsibilities (countering the risk of bribery issat management, lending operations
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and SR fund$y. Fifteen banks (representing 88% of our samplepuaat for risks of
bribery associated with management of banks’ assetdending operations (including
project financing); thirteen companies (76%) tak®® iaccount criteria for countering
bribery in managing assets (including project firiag); nine banks (53%) manage SR
funds taking into account criteria for counterinibry.

As regard to money laundering we denote the majonber of frequencies given (in
average 15 entries for each option, i.e. almosbdriks ticked in average each option
proposed). This positive result is probably dughtofact that these activities are, as said
above, a highly regulated area.

Level of activities

In order to provide a rough and purely quantitapieture of thdevel of activitiesthat
companies carry out in each issue area target®&ARE we relate the number of activi-
ties ticked® by each company in each issue area to the tomabeuof possible options.
First of all the shares were distributed accordmthree levels of activities: ‘low’ (rang-
ing from 0% to 33% of ticks per issue area), ‘medigfrom 34% to 66%) and ‘high’
(from 67% up t0100% of ticks); secondly, we cadtetl the average level of activities
carried out by our banks’ sample (expressed oneéndg percentage) per each issue
area and aggregated across them.

This method is useful both for a comparison betwamnpanies in the banking sector
and for a cross-sector comparison between the RAEE sectors.

Table 9: Level of activities (per issue area and aggregated across issue areas)

12. Mitigating Climate Change

a) Direct aspects Sector Average

Number of activities carried out 113
Maximum number of answers 153
Percentage 74%
Activities level (low/ medium/ high) High

12. Mitigating Climate Change

b) Indirect aspects (via customers and financial pr oducts) Sector Average

Number of activities carried out 56
Maximum number of answers 136
Percentage 41%
Activities level (low/ medium/ high) Medium

29 Conversely we remind the negative results coltkoretransparency in resource-backed lending issue.
%0 Or additionally specified for open answer options.
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12. Mitigating Climate Change (direct + indirect as  pects) Sector Average
Number of activities carried out 169
Maximum number of answers 289
Percentage 58%
Activities level (low/ medium/ high) Medium
13. Promoting Gender Equality Sector Average
Number of activities carried out 207
Maximum number of answers 442
Percentage 47%
Activities level (low/ medium/ high) Medium
14. Countering Bribery Sector Average
Number of activities carried out 390
Maximum number of answers 765
Percentage 51%
Activities level (low/ medium/ high) Medium
Aggregation across issue areas Sector Average
Number of activities carried out 766
Maximum number of answers 1496
Percentage 51%
Activities level (low/ medium/ high) Medium

Source: RARE Project.

At first sight Table 9 reveals that the bankingtsets lightly more active with regard to
mitigating climate change (58% of total activitiesrried out by companies) than with
regard to countering bribery (51%) and gender etyu@7%). But if we consider ‘indi-
rect aspects’ in mitigating climate change isswEannly, it is possible to affirm that
this issue becomes less relevant than the others.

The general level of activities carried out by bagks of our sample is medium for each
issue areas as well as for the aggregation adressdue areas (51%). This finding indi-
cates that the banking sector has a consolidaaeditn with regard to CSR activities
and reveals a certain ‘maturity’.

2.3.3 Organisation and resources

The implementation of CSR depends also on the rassigt of social and environ-
mental responsibilities within the organisation angbenditure for implementing CSR
instruments and activities.

European banks have assigrerdanisational responsibilitiesalong the whole issue
areas targeted by RARE: ‘countering bribery’ scdrest (40 entries) followed by ‘cli-
mate change’ and ‘gender equality’ (34 entries)nsidering the three issue areas to-
gether, the most ticked responsibility is ‘func&tin(29 entries) followed by ‘board
level responsibility’ (26), ‘senior management m@sgbility’ (25) and ‘compliance con-
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trol and auditing’ one (21). Only seven entrieseviicked for ‘bodies that consider the
issue regularly’.

Figure 16 illustrates the different level of respiilities along the issue areas. A first
interesting finding is that climate change is mdikenanaged by functional bodies; this
could be due to the more technical nature of saflitargets (e.g. reduction of waste, of
paper and water consumption, energy saving — alltoth have to involve all the em-
ployees to be effective) or to the fact that th@das maybe less risky than the others.

As regards countering bribery most banks (75% sifeadents and 71% of our sample)
have executive or non-executive directors (boavelleesponsibilities) taking care of

the issue; all these companies (with one exceptdsy state that responsibilities are
assigned to a compliance control/auditing body.

Finally, it is also relevant to stress that thedgrequality issue area scores best at the
level responsibilities of senior managers (we obdld 11 entries representing frequen-
cies given by 69% of respondents and 65% of oupkgm

Figure 16: Organisational responsibilities for CSR issues targeted by RARE

d )

7
Board level responsibility (executive/non-executive directors) 7

|12

Senior management responsibility other than executive |6
directors E

111

|14

Functional responsibility |8

5
Compliance control and auditing responsibility 5

Bodies that consider the issue regularly 3
2

0 2 4 6 8 10 12 1

|11

4 16 18 20

@ Climate change [ Gender equality OO Countering bribery

N\ S

Source: RARE Project.

Table 10 illustrates the link between the orgarosal responsibilities assigned in the
three issue areas and the strategic importancectimpanies attribute to these issues
(corporate strategies).
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Table 10: Relation between assessment of strategic importance and assignment of responsibili-
ties

Organisational Responsibility

Board level
Senior management
Functional responsibility
Compliance control and
auditing responsibility
Bodies considering
the issues regularly

Strategic Im- | Mitigating climate change 38% | 38% | 77% | 31%

portance - .
(high Irather Promoting gender equality 20% | 67% | 40% 27%

high) Countering bribery 73% | 47% | 40% 60% 7%

N |
Q|3
EES

Source: RARE Project.

The majority of banks that rated ‘mitigating clirmathange’ of high/rather high strategic
importance (77%) assigned organisational respditgibi the functional level. This is
not the case of the other two issue areas whicle vaed at an equal strategic impor-
tant. In the gender equality issue area 67% ottmpanies have assigned senior man-
agemesnt responsibility, while bribery issues arenijamanaged at the board level
(73%)3*

As regards to expenditure for the implementatiorC&R instruments and voluntary

activities (cf. Chapters 2.3.1, 2.3.2), we askeukbaf it had changed over the past three
financial years and if it is planned to increaseai. Here a significant number of com-

panies do not have data and a significant numkeinareasing to some extent, espe-
cially for climate change. No banks declare thgbeexditure decreased or that it is
planned to remain stable. Figure 17 resumes ddtectam showing the differences

through the three issue area targeted by RARE.

31 The percentages calculated in table 4 have bdaredeto 13 absolute frequencies for climate change
and to 15 absolute frequencies both for genderliggaad bribery.
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Figure 17: Development of expenditure on selected CSR issues

4 )

We do not have data on such expenditure. 19

In the past 3 financial years, expenditure decreased

In the past 3 financial years, expenditure remained 3
stable 4

In the past 3 financial years, expenditure increased [3

Expenditure is planned to remain stable or
decrease

Expenditure is planned to increase a little } g

Expenditure is planned to increase considerably
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S @ Climate change [0 Gender equality [ Countering bribery

S

Source: RARE Project.

2.4 Performance

The measurement of performance is a key issuenmaustrate the concrete embedding
of CSR and the consequent responsible behaviotireo€Eompanies with regard to the
impact they can produce.

First of all we asked companies if they are meagutheir social and environmental
performance in the issue areas targeted by RAREa® change and gender equality
performances are internally measured by all (1k$&glnut bribery is less (11 companies
representing 65% of our sample offy)As shown by Figure 18 climate change per-
formance also scores best in external reportingfaridermore, most of companies de-
clare that data are verified externally (11, repntisig 65% of our sample). This result
could be due to the fact that the implementatioaroenvironmental management sys-
tem certified by ISO or EMAS requires a third paseérification; yet we note that find-
ings are more or less the same in the gender ggisalue area where banks report that
they do not use gender specific CSR instruments.

%2 Four banks stated they do not measure counteribgrig performance and two didn’t reply to our ques
tion.
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Figure 18: Measurement of CSR performance
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Source: RARE Project.

Bribery is less measured and only four banks reportheir performance and use third
partly verification. Countering bribery is probaliigird to measure (one bank states that
no indicators have been identified); this seemiset@onfirmed analysing the following
correlation. Table 11 illustrates the relationshgiween the high/rather high strategic
importance of each issue area and the correspompaefdirmance measurement. Per-
centages show the complete dependence of the wables in climate change and gen-
der equality issue areas while, for countering émyb33% of banks assigning a
high/rather high strategic importance to the issm@ot measure their performance.

Table 11: Relation between assessment of strategic importance and performance measurement
in the issue areas targeted by RARE

Performance measurement
Row Total

Yes Nko / Not

nown
. Mitigating climate change 100% 0% 100%

Strategic
Importance | Promoting gender equality 100% 0% 100%
(high / rather | countering bribery 67% 33% 100%
high

gh) Column Total 88% 12% 100%

Source: RARE Project.

The main and most relevant question was to invasig banks were able to demon-
strate an improvement of performance for each issea targeted by RARE measured
on the basis of their own key performance indica(&PI’s).

In order to give a picture on this issue we willistrate Table 12 reasoning on three
main findings.
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First finding: theresponse rate Mitigating climate change, which obtained the onaj
number of entries (26), scores better than gengeality (22) and countering bribery
(14). It is also relevant to stress that most eflbanks (12 representing the 71% of our
sample) can demonstrate the improvement of thefopeance in relation with two
direct aspects (‘reducing greenhouse gas emissamus’promoting equal opportunities-
equal pay of women and men’). Other significangirencies are distributed on ‘chang-
ing to renewable energy sources’ (10 entries, sgpreng 59% of banks in our sample),
‘promoting work-life balance’ (7, 41%) and ‘couritey money laundering’ (7, 41%)
sub-issue areas. However these aspects are Htlkdeto direct CSR performance of
banks and if we look at the indirect aspects weachaccount for positive findings; less
than 24% of banks (4/17) can demonstrate perforsmanprovement in accounting for
climate change in lending and investment policamut 18% of companies (3/17) in
countering bribery in project financing, and onlyeabank in the equal treatment in the
access/supply of services for women and men.

Moreover there are also some critical direct agpechcerning sexual harassment and
countering bribery: for those issues only two amr foanks can demonstrate perform-
ance’s improvement.

Second finding: a ranking that specifies to whaeetheperformance of banksim-
proved.

On average companies estimated the highest impmvemith regard to countering

bribery (2.71) followed by mitigating climate chan@.38) and by promoting gender
equality (1.97). Nevertheless these results stiffen the huge variance of frequencies
distributed along the sub-issue; so the best isotsider some findings looking sepa-
rately at each sub-issue rather than using theageeneasure.

Concerning theountering bribery sub-issue, banks estimated very high improvements
with regard to countering bribery (2.75), countgrmoney laundering (2.71) and coun-
tering bribery in project financing (2.67). Moreowsith regard to ‘accounting for cli-
mate change in lending and investment policiesréselt is close to the formers (2.50)
and it is higher than direct impacts in the sansei@sarea. This is a good sign: those
banks which measure this issue have good resulen E the measurement of CSR
activities is not still very widespread, companieat are striving to do so can demon-
strate a sensitive improvement of their performanddne argument for the measure-
ment of the CSR performance seems to be the vasjtse scenario for the business as
well as for the research fields.
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Table 12: Improvement of CSR performance

Improvement of perform-

ance
rather me- rather | Aver- BANK

low | dium | high | age | THAT R'Eg;'éﬁgE
Weights 1 2 3 weight | REPLIED
Mitigating climate change
Reducing greenhouse gas emissions: 1 6 5| 2.33 12 70.59%
Changing to renewable energy sources 1 5 4| 2.30 10 58.82%
Climate Change average (direct impacts) 232
Accounting for climate change in lending
and investment policies: 0 2 2| 250 4 23.53%
Climate Change average (indirect im-
pacts) 2.50
Climate Change total average 2.38
Promoting gender equality
Promoting equal opportunities of women
and men and equal pay: 1 7 4| 225 12 70.59%
Promoting work-life balance 2 2 3| 214 7 41.18%
Ensuring anti-discrimination with respect to
sexual harassment 1 1 0| 1.50 2 11.76%
Gender equality/diversity and equal treat-
ment in the access to and supply of bank-
ing services: 0 1 0| 2.00 1 5.88%
Gender equality total average 1.97
Countering bribery
Countering bribery 0 1 3| 275 4 23.53%
Countering money laundering 0 2 5| 271 7 41.18%
Countering bribery in project financing 0 1 2| 2.67 3 17.65%
Transparency in resource-backed lending 0 0 0| 0.00 0 0.00%
Countering bribery total average 2.71

NUMBER OF BANKS IN THE SURVEY 17

Source: RARE Project.

Arguing around our core question in the projectigtinguish Rhetoric and Realities, as
announced in paragraph 2.3.2 we proceed with angedeepening correlating aspects
of banks’ strategy with the improvement of perfomoa (impacts of CSR). Table 13

shows the relationship between the strategic inapod that banks assess RARE’s issue

areas and the level of demonstrable improvemepedbrmance for those CSR activi-
ties that companies have carried out.
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Table 13: Relation between assessment of strategic importance and level of demonstrable im-
provement of performance

Level of demonstrable im-

rovement Banks which
P Row stated a
rather me- . Total hihg;ﬁrgtrraz:tzegric
- rather high -
law dium importance

Mitigating climate change
Zgggcmg greenhouse emis- 13% 38% 50% 100% 8
;::;r;glsng to renewable energy 0% 57% 43% 100% 7
Accounting for climate change in o o o o
lending and investment policies 0% 33% 67% 100% 3
Promoting gender equality
Promoting equal opportunities of 9% 64% 27% 100% 11

women and men and equal pay
Promoting work-life balance 29% 29% 43% 100% 7

Ensuring anti-discrimination with
respect to sexual harassment

50% 50% 0% 100% 2

Gender equality/diversity and
equal treatment in the access to 0% 100% 0% 100% 1
and supply of banking services

Countering bribery

Strategic importance (high / rather high)

Countering bribery 0% 33% 67% 100% 3
Countering money laundering 0% 33% 67% 100% 6
fC.:ountgarmg bribery in project 0% 33% 67% 100% 3
inancing

Transparency in resource-backed
lending

Source: RARE Project.

With regard to countering bribery, 67% of bankgistathe high/higher importance of
this issue area report a ‘rather high’ improven®€SR performance and no compa-
nies state that the improvement is ‘rather lowerterges the strong dependence of the
strategic importance’s assessment from the levgdesformance improvement. With
respect to the other issues area ‘countering lyfilparformance is less measured by
companies but, in the cases that they do, banke sede able to demonstrate higher
improvements. Here we can probably reason morermg of ‘realities’ rather than
‘rhetoric’ even though we cannot ignore the lowgfrencies collected in this issue area
(note the last column in table 13) and that theeena frequencies collected for the ‘re-
source backed lending’ sub-issue. It is also relet@note that there are no differences
between direct and indirect impacts (counterinbdy vs. countering bribery in project
financing).

Promoting gender equality scores very differenthng the four sub-issues. Concerning
the first two sub issues it is possible, to somierex to identify elements of ‘realities’,
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such as the strategic importance given by banksamoting gender equality issue area
from performances; it is lower than in the caseaintering bribery but it is strength-
ened by significant frequencies collected (11 apdYét we note signals of ‘rhetoric’
coming from the analysis of the indirect aspectgéiois (gender equality/diversity and
equal treatment in the access to and supply ofibgrdervices) where frequencies are
close to zero.

As regards mitigating climate change, we are chieflerested in indirect impacts be-
cause the banking sector is not considered a pajlltusiness or energy consuming.
‘Accounting for climate change in lending and invesnt policies’ scores like counter-
ing bribery; there is a strong dependence betweerstrategic importance assessed by
banks and their performance on this issue. We ogueathat, at to some extent, it is
possible to capture aspects concerning ‘realibes’'we have also to keep in mind that
the too little frequencies collected (3) are a algf ‘rhetoric’.

Leaving the question dedicated to KPI's and bemmgrested to identify the factors that
support banks’ social and environmental performaficgly we asked companies to
specify which one of the CSR instruments contridutest toanimprovement of their
performance (Table 14).

Table 14: Instruments conducive to improving CSR performance/impact

Instrument
Issue area
% of respondents
ISO 14000 33% (5/15)
Mitigating climate change® EMAS 13% (2/15)
CSR REPORT 13% (2/15)
OTHER INSTRUMENTS OR
13% (2/15
Promoting gender equality® ACTIVITIES 6 (2/15)
CSR REPORT 13% (2/15)
COMPANY SPECIFIC CODES OF
. CONDUCT 27% (4/15)
Countering bribery OTHER INSTRUMENTS OR
0,
ACTIVITIES 13% (2/15)

Source: RARE Project.

¥ With regard to ‘mitigating climate change’ an gnt¥% i.e. 1/15) was also given to equator prirespl
UNEP-FI Statement, Global Compact and other instntsor activities.

3 With regard to ‘promoting gender equality’ an gnirs also given to forms of stakeholder engagement
and cooperation and company specific codes of aindu

% With regard to ‘countering bribery’ an entry wadscagiven to company specific management systems,
Wolfsberg Principles, Financial Actions Task FofEATF) on money laundering and Global Com-
pact.
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ISO 14000 with regard to mitigating climate chaage company specific codes of con-
ducts referred to countering bribery are the mestrenced instruments. Apart from
these instruments, no others stand out (frequeaceesoo low). An interesting finding
is that three banks citether factors rather than instruments: dialogue with rating
agency and NGO's, non-financial rating and actégtio mitigate climate change (buy
energy from renewable, increase energy efficieneyjralize CO2).

Secondly we asked companies to tick the mechanisms they tesimplement two of
the three instruments which banks indicated inpitevious question. We also required
banks to reply us indicating an instrument relatedountering bribery.

Table 15: Mechanisms supporting the implementation of CSR instruments (top scores)

Instrument ISO 14000 COMPANY-SPECIFIC CODES
L . OF CONDUCT
(related to mitigating climate
change) (related to countering bribery)
Implementation Mechanism
1) Setting of targets 4 2
2) Definition of procedures 4 4
3) Regular monitoring of compliance 4 4
4) Regular evaluation and control 4 4
5) Regular review and improvement 4 2
processes
6) Internal verification 4 4
7) External, independent verification 3 1
8) Internal communication 3 4
9) External communication 2 2
10) Employee training programmes 4 4
11) Appraisal schemes 2 1
12) Disciplinary action in case of 0 3
breaches
13) Stakeholder engagement 2 2

Source: RARE Project.

Definition of procedures - regular monitoring ofngpliance, evaluation and control -
internal verification as well as employee trainimgpgrammes seem to be the mecha-
nisms used most both in relation to the ISO 14Q0@didating climate change) and
company-specific codes of conduct (countering loyibe

It is relevant to note that three banks use dis@py actions in case of breaches with
regard to company codes to counter bribery, whileompanies indicate the same im-
plementation mechanism with regard to ISO 1400Q, ¥&h regard to setting of tar-
gets, regular review and improvement processesrredtindependent verification, 1ISO
14000 scores better than company-specific codesrafuct.
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In order to find out which of the thirteen implent&iion mechanisms are considered the
most relevant for enhancing the instruments’ impaet asked banks to rank the first
three important mechanisms. Figure 19 shows the& mgsortant mechanisms which
are distinguished into two categories of instrureefrelated to mitigating climate
change and countering bribel)

Figure 19: Most important mechanisms for enhancing the instruments’ impact (top scores)
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O Instrument "2": related to countering bribery issue area

® Instruments "1": related to mitigating climate change issue area

The most important mechanism identified by bankthésregular review and improve-
ment processes (8 entries equally distributed entlo typology of instruments). It is
followed by setting of targets that is mainly reéel to instruments related to mitigating
climate change. Instruments related to counternitaely (all represented by company-
specific codes of conduct) score higher than theerst with regard to the following
mechanisms: regular monitoring of compliance, maérerification, internal and exter-
nal communication, and disciplinary action in catbreaches. Stakeholder engagement
is thought relevant by two banks with regard tdrumsents related to mitigating climate
change.

% No banks indicated CSR instruments related to ptingy gender equality in the two previous ques-
tions.
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Generally it seems that mostly of these mechanigfes to the internal effective im-
plementation and good working of the instrumentisaiathan external mechanisms (ex-
ternal-independent verification, external commuticaand stakeholder engagement).

Finally, we surveyed the impacts created outside the coepdy social and environ-
mental activities. There is high awareness of thgaicts outside the banks of their CSR
activities (100% of respondents; two banks didnepty). Ten companies (representing
two thirds of respondents and 59% of our samphledhat their activities served as a
model for other companies and helped to diffusentedge or technologies. More than
half of respondents (8 banks, representing 47%uosample) stress both that their ac-
tivities built the conceptual basis for new lediisla and helped build capacity for soci-
ety. Seven banks highlight that CSR activities dbated to higher standards of integ-
rity and transparency by their business partndies& seem to represent a high level of
confidence and achievement in the banks’ thinking.

It is also relevant to note that the great majaoitypanks think that their activities nei-
ther removed the need for envisaged legislatioen{fies) nor built the conceptual basis
for new legislation (1 entry).

There is evidence of the banks managing their sarall medium enterprises (SMES)
supply chain from the CSR aspect with nine banks (represer¥ of respondents;

53% of our sample) communicating corporate valt@sdards and six (43%; 35%)
requesting information on whether their suppliersnpote social/environmental stan-
dards with their (sub) suppliers. However, onlyrfoanks (29%; 24%) request informa-
tion from SMEs suppliers for social/environment&rfprmance and only two ones
(14%; 12%) collect data on their performance.

In order to further improve their CSR performanae, asked companies if they wish
policy makers to lend specific types of supportg(@te 20). This question provided
some interesting responsé8anks’ wants of policy makers:

- to help in increasing awareness mainly among coessifi2 entries), investors (11)
and companies (10);

- to build a receptive environment for CSR througé theans of multi-stakeholder
dialogue and to build the demand for SR funds lmemtives or transparency re-
quirements (9 entries);

- to provide an appropriate legal framework for cogbe action on CSR issues, en-
courage international agreements and to increasetsic knowledge on how to
mainstream CSR responsibilities an how to impraspective corporate perform-
ance (6 entries);

- to increase CSR culture pursuing socially/enviromiaky friendly products and
services (5 entries).

37 All of the banks, with one exception, replied he fuestion.
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An interesting score is that seven banks want patekers to develop or encourage
voluntary standards or instruments in issue ardesewthere are none at present.

Figure 20: Public policy support for CSR

4 )

Increase demand for socially responsible investment, e.g. by
transparency requirements for pension funds or taxincentives for SRI.

Initiate and participate in multi-stakeholder dialogues.

Develop or encourage voluntary standards or instruments in issue
areas where there are none.

Increase scientific knowledge on how to mainstream responsibility to

society and the environment and how to improve respective corporate

X . rformance. . .
Provide an appropriate Ieganerameworﬁ for corporate action on social
and environmental issues and encourage respective international
agreements.
Purchase more sociallylenvironmentally friendly products and services,
or goods from responsible companies.

Endorse standards or instruments developed by companies or civil
society stakeholders.

Provide facilities for exchange and capacity building.
Provide a level playing field by introducing mandatory reporting.
Others.

No answer.

. S

Source: RARE Project.

3 Conclusions

3.1 Scope and depth of impacts in the RARE policy fields

According to the overall question of the RARE pobjehis survey aims at investigating

which areas of companies’ operations are expeotedeaite ‘responsible’ outcomes and
impacts within the three policy fields targetedR&RE. The survey showed that CSR
is perceived by banks as a path leading from comenrit stage towards substantive and
visible results both internally to the bank andeemally in the societal and environ-

mental realms. Therefore, we will summarise andgmethe conclusion of the survey
according to the impact model which was the guidastnucture the survey.
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The figure below? gives a synthetic picture of how companies acteihd the different
phases of their voluntary involvement in the thpeécy fields.

Figure 21: CSR implementation along RARE impact model
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Source: RARE Project.

At a first glance, a clear path of CSR emerges filmendiagram: the three different pol-
icy fields perform similarly, with the exception ebuntering bribery which decreases in
the last column of the diagram, as the measureoietst performance is less frequent.

% The results have been systematically organizednarsix stepsRelevance of issuein order to appear
in the index above, banks should have stated andrigather high strategic importance to the RARE
issue areas (see Figure @pommitment: refer to Figure 4Corporate strategy. for this step banks

must have set up a separate policy on the issueenmed or integrated the issue into existing corpo-

rate strategies and policies (see questioh&jel of activities in order to appear in the index, com-
panies must have ticked more than one third ohthiwities given by the questionnaire (i.e. barkiet t

perform with a “medium” or a “high” level of actiies). Organisational embedding in order to ap-

pear in the index, banks must have ticked any efdgiven options from the board level to issue-
specific teams as provided in the questionn®eformance measurementin order to appear in the
index, banks must have declared to be able to dstnade an improvement of performance within the
RARE issues areas.
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As the diagram shows, a high number of banks raseghe relevance of the three pol-
icy issue areas but when it comes to commitmentjlt® decrease. However, the ques-
tion of the level of commitment was related to Hamks’ written corporate statement,
not to other forms of commitment. Given the disarggy between the results on com-
mitment and those for strategies and activities, jtlausible to assume that respondents
do have some form of unwritten commitment tharamslated into strategies or activi-
ties

To highlight some big picture items, it is relevamunderline how some activities, spe-
cifically some instruments, are becoming an inftienfactor: the example of GRI,
which has been increasingly adopted by most obtrks in their sustainability reports
is particularly evident. Banks are largely usingl@&@mework and the technical proto-
col for the finance sector against which to repattis shows that the GRI is both assist-
ing in banks carrying out CSR more consistently. (banks will tend to identify the
same key indicators) and being a change factd€8R performance.

When it comes to the organisational embedding cojuhere are significant differences
between the three policy fields: climate changasisigned to functional responsibility,

probably because of the technical nature of itgetaand the fact that is a less risky field
for the banks and gender equality results showgas®nt at senior management level.
However, for countering bribery and money laundgiane high risk areas, oversight is
provided at the board level.

For the last column, the performance measurembatbenchmarking of the policy
fields shows that: mitigating climate change scdreter than the others, with 13 com-
panies (representing 76% of our sample) demonstyatn improvement of perform-
ance; it is followed by promoting gender equality (banks, representing 71% of our
sample) and countering bribery (8, 47%). A specibte regards the countering bribery:
being that a high regulated area, banks have temawide range of systems and tools
to ensure compliance. Nevertheless it is an aregravperformance measurement is
quite difficult as bribery and money launderingtbgir nature are hidden. Thus meas-
urement is realised through intermediary or proxgasures instead of specific key per-
formance indicators. Banks have in place policies procedures to minimise risk from
bribery and damage to reputation, and this is stesi with the survey results that show
that banks dealing with the issue area, have numedtivities in place.

Another interesting finding regarding the emergialg of indirect aspects in the sector
is highlighted by the fact that banks recogniseithpact of their lending and invest-

ment operations and the adoption of some instrusniess a substantial influence along
the supply chain, requiring compliance by custonaerd clients. Considering the envi-
ronmental issues, the Equator Principles, a volyrtade tackling sustainability issues
in investment and lending to projects, have bee@ptd by almost half of the banks.

In assessing CSR impacts, we will use the categjmis developed in the project: CSR
impacts are defined as those consequences in ¢ and environmental realms re-
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sulting from changes in corporate practices, wimicturn have been induced by the use
of CSR instruments and/ or activities. Tihgacts, according to our impact assessment,
will be analysed along two dimensiorscopeanddepth. Scope will be explained in
terms of coverage of those issues areas for whmgact is demonstrable. Depth relates
to change in the Key Performance Indicators (rattver/medium / rather high). The
focus in the survey was on the RARE policy fieldstigating climate change, promot-
ing gender equality and countering bribery): owcgedure in analysing and benchmark-
ing the results starts from the consideration effiblicy issue area in general and then
goes into detail on the sub-issues encompassethwitich issues area.

Analysing thescope i.e. the coverage of RARE policy fields for whichpact is de-
monstrable, banks were asked to indicate if they demonstrate an improvement of
performance in RARE issues areas. As figure 22 shtegs than half of the surveyed
banks §even representing 41% of our sample) state they hatieed an improvement
of performance in RARE policy field§ive banks (representing 29% of out sample) in
two policy fields andwo banks (12%) in one (mitigating climate chanddjree banks
(18%) were not able to demonstrate any improvement.

Figure 22: Scope analysis according to the RARE policy fields

All RARE policy fields: scope analysis (coverage of
policy fields for which impact is demonstrable)

3; 18%

@0 policy fields
2; 12% | 1 policy fields
0O 2 policy fields
O All policy fields (3)

7; 41%

5; 29%

N\ S

Source: RARE Project.

At this stage the finding could be judged as gpdsitive. If we aggregate the result, we
can state that 70% of companies improved theiropmidnce in at least two policy
fields. But if we go in depth, applying the scopelgsis to the eleven sub-issues en-
compassed within the three policy fields, we digeahat the majority of banks are not
able to cover a high number of sub-issues. Fig@rdl@strates the data clustered into
four classes: the majority of frequencies is cadldcwithin the second class (58% of
banks can demonstrate improvements in a rangebeissues which vary from 3 to 5).
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Figure 23: Scope analysis on the sub-issues

AllRARE policy fields: scope analysis (coverage of sub-
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Source: RARE Project.

The following paragraph will explore the scope &mel depth of impacts in each single
policy field, thus providing an insight on how coampes are managing the single sub-
issues and the question of their direct or indiresponsibility.

3.1.1 Mitigating climate change

As shown in figure 24 an improvement of performanaéthin all the sub-issues areas
can be demonstrated by only two banks (represet2fgy of our sample). The majority
of banks 9, representing 52% of our sample) reported that ti@ye noticed an im-
provement of performance in two policy fieldao banks (12%) in only one aridur
banks (24%) are not able to demonstrate any impnené

Figure 24: Scope analysis on mitigating climate change sub-issues

Mitigating Climate Change: scope analysis (coverage
of sub-issues for which impact is demonstrable)
2; 12%
4; 24%

0 0 sub-issues
B 1 sub-issues

2: 12% 0 2 sub-issues
0O All sub-issues (3)
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Source: RARE Project.

Among the sub-issues, “Accounting for climate claiglending and investment poli-
cies” (see the Annex) registered a remarkable ¢tddkequencies, being an indirect as-
pect banks should deal with, while “Reducing Greerse Gas Emissions” and “Chang-
ing to renewable energy sources” sub-issues, reptieg the activities related to ‘direct
impacts’, score better: twelve and ten banks (&spy 71% and 59% of our sample)
can demonstrate an improvement of performance.

In the mitigating climate change policy field wes arhiefly interested in indirect impact
as although the banking sector is relatively cleampared with other sectors (e.g. oll
and gas, transportations etc.), it has great poaverfluence the behaviour of clients.
Access to credit is indeed one of the major drifersother companies’ strategies and
actions, therefore the investment destination gtmicredit represents an interesting
external aspect to investigate.

Data show that the large majority of banks (13/4r8 not measuring performance re-
lated to indirect aspects (via customers and firgpeoducts) but it is also relevant to

stress that four banks (representing the remintleurosample) report to have noticed a
rather highdepth of impact (the average impact &50within a scale from 1 to 3), see

table 12).

Remembering that banks are carrying out a certamoer of CSR activities in this sub-
issue area (in table 9 the level of activities wasmated as ‘medium’) there is a need
for further effort in identifying specific indicate for the indirect impacts. Indirect im-
pacts are highly relevant with regard to societgt #re environment, as shown by the
banks who are already measuring them.

3.1.2 Promoting gender equality

Figure 25 shows thato banks cover all the four sub-issues area (sagtadow scope)
andtwo banks only (representing 12% of out sample) repgotovements in three sub-
issues areas: these findings are mainly influemgethe strong lack of frequencies col-
lected within two sub-issues areas (“Ensuring disicrimination with respect to sexual
harassment” and “Gender equality/diversity and edquwatment in the access to and
supply of banking service¥”

39 See the Annex.
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Figure 25: Scope analysis on promoting gender equality sub-issues
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Source: RARE Project.

“Promoting gender equal opportunities of women ar&h and equal pay” and “Promot-
ing work-life balance” sub-issues areas score bdtielve and seven banks (represent-
ing 71% and 41% of our sample) can demonstratengarovement of their performance.

These two first sub-issues areas score positivisly @ relation with the estimated
depth of impact in the first case 11 banks out of 12 can dematesta ‘me-
dium’/’rather high’ impact 2.25in average), in the second one 5 companies ot of
(2.14in averagé¥.

As regards the third and the fourth sub-issuessaf&msuring anti-discrimination with
respect to sexual harassment” and “Gender equiilieysity and equal treatment in the
access to and supply of banking services”) sigaficfrequencies were not collected
(respectively two and one banks). Banks seem tonbdle to measure performance in
these sub-issues areas and this finding can bedtkzaxck to the relative low coverage of
CSR activities for each sub-issues (respective®p 28d 28% of CSR activities stated
by the RARE questionnaire).

3.1.3 Countering bribery

As shown in figure 26 an improvement of performangtout all the sub-issues areas
cannot be demonstrated agy bank. This negative finding is due to the complatd

of frequencies collected within the specific sufuis area “Transparency in resource-
backed lending™.

The results are not positive and as the figurevbeloows, half of banks (representing
47% of our sample) can demonstrate an improvenfgueérformance on more than two
sub-issues areas.

40 gSee table 12.
41 See the Annex.
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Figure 26: Scope analysis on countering bribery sub-issues
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Source: RARE Project.

“Countering money laundering” sub-issue area scbetter (7 companies representing
41% of our sample) can demonstrate an improvememedormance; “Countering
bribery” (4 banks, representing 24% of our sampled “Countering bribery in asset
management, lending operations and SR funds (imgjugroject financing)” (3, 18%)
follow.

Comparing the policy fields, the rather low coverad countering bribery performance
compared with mitigating climate change and gerdgrality becomes evident. Despite
the fact that banks are carrying out a certain remad CSR activities in countering
bribery (in table 9 the level of activities wasiestted as ‘medium’), they are still not
able to demonstrate a significant improvement ifiquenance.

The second finding is the narrow margin existingpagibanks which can demonstrate
an improvement of performance in the first sub-ésatea “countering bribery” (4 com-
panies) and the third one “countering bribery ineisnanagement, lending operations
and SR funds (including project financing)” (3 camges); these two sub-issues areas
encompass the same issue at different levels afabhiey which refer to direct as-
pects/impacts and indirect ones; moreover, theetbhoenpanies which can demonstrate
improvements in indirect aspects can demonstrgieanements in direct aspects too.

A third relevant finding is represented by the leigthcoverage of “countering money
laundering” within the policy field (seven bankst @i seventeen). It is also relevant to
notice that three banks that reported an improveraeperformances affirmed that it
was partly due to compliance with the law.

Finally, thedepth of impactsrepresents an interesting aspect. Indeed, the dén-
pacts is very high for each sub-issue a@2&1(in average as shown by table 12). In
comparison with the other two policy fields, thisthe best score, despite the fact that
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overall countering bribery seems to have beentbrdded by the surveyed companies.
This could be explained noting how the few bankalidg with this policy, are imple-
menting a high level of activities and are ablelémonstrate high impacts on the same
issue.
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5 Annex

The financial system and the definition of the banking sector for the RARE project. We followed

the statistical classification of economic activities in the European Community (NACE Rev. 1.1).

/A FINANCIAL SYSTEM
' (NACE section J)
FINANCIAL FINANCIAL
INTERMEDIARIES L/ MARKETS
|
NON-BANK BANK FINANCIAL INTEMEDIARIES
IN'I":IIEII\I/IAEND?,I:I:\I’_IES (Financial intermediation, except insurance andsygenfunding:
NACE section 65)

(Insurance, pensiorn
funding and activities
auxiliaries to financial
intermediation:  NACE )
sections 66 and 67)

OTHER FINANCIAL INTERMEDIATION MONETARY
INTERMEDIATION
(NACE section 65.1)

(NACE section 65.2: financial leasing, other cregit

granting, and other financial intermediations)

CENTRAL BANKS OTHER MONETARY INTERMEDIATION  (NACE
(NACE section 65.11) SECTION 65.12)

/\/ Commercial Banks;
\/ Cooperative banks;

Savings banks;
Public banks;
UNIVERSAL
BANKS Development banks;
(fOCUS of the Agricultural banks, Building societies;
RARE project) Postal giro and postal savings bank activities;
and monetary intermediation of other monetary instins
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Banks

N. of banks which declared to be able to demonstrate an improve-
ment of performance in 'mitigating climate change' issue area:
DEPHT OF IMPACT

Issues areas

Sub-issues Areas

10

11

12

13

14

15

16

17

L= "rather
low' impact

M= 'me-
dium’
impact

H="rather

high' impact TOTAL

%

Mitigating
Climate
Change

1) Reducing Greenhouse
Gas Emissions

1

6

5 12

70.59%

2) Changing to renewable
energy sources

4 10

58.82%

3) Accounting for climate
change in lending and
investment policies
(INDIRECT IMPACTS)

23.53%

SCOPE (number of sub-
issues areas for which
impact is demonstrable)

13

Promoting
Gender
Equality

1) Promoting equal opportu-
nities of women and men
and equal pay

70.59%

2) Promoting  work-life

balance

41.18%

3) Ensuring anti-
discrimination with respect
to sexual harassment

11.76%

4) Gender equality/diversity
and equal treatment in the
access to and supply of
banking services
(INDIRECT IMPACTS)

5.88%

SCOPE (number of sub-
issues areas for which
impact is demonstrable)

12

Countering
bribery

1) Countering bribery

23.53%

2) Countering money laun-
dering

41.18%

3) Countering bribery in
asset management. lending
operations and SR funds
(including project financing).
(INDIRECT IMPACTS)

17.65%

4) Transparency in re-
source-backed lending

0.00%

SCOPE (number of sub-
issues areas for which
impact is demonstrable)

59




