


a la loi de Fisher-Snedecor, on se propose
) \ . 2 2
de tester I’hypothése : 0}, = ;.
2
9o
o

Dans ce cas : =1 dong, si

2
o, = ojalors : % — F(n, -1iny, = 1)
Y

Par expérimentation, on calcule, a partir
2

des échantillons la valeur de S—’;=

Y
la tabulation de la fonction de répartition
inverse de la loi de Fischer Snedecor per-
met d’obtenir le réel t tel que :
P[T<t] =95%

t,. Or,

Des lors, si #,< t alors on a 95% d’avoir

raison en annongant que, a 1’échelle des
populations toutes enticres, les écarts types

o et et sont égaux.

C. Réalisation du test de signification
de la différence entre les écarts types des
risques issus des échantillons de banques
et de compagnies d’assurance

Sur la base des échantillons de banques et
de compagnies d’assurance, les données
nécessaires a 1’analyse de la signification
d’une différence entre 2 écarts types
figurent dans le tableau ci-dessous.

Tableau n°4 : Test de Fisher-Snedecor de signification de la différence entre les écarts types
des risques des banques et des risques des compagnies d’assurance

Risque annualisé banques Risque annualisé assurances

Moyenne 45,2% 31,7%
Variance 2,4% 1,2%
Observations 33 21
Degré de liberté 32 20

F 1,92

P(F<=f) unilatéral 0,06

Valeur critique pour F (unilatéral) 2,03

Sous I’hypothéese d’égalité des écarts types,
le ratio des variances standards suit une loi
de Fisher-Snedecor :

2

> — F(n,-1n,-1)ounp =33
Y

S2
etng=21. Donc: T= S"

- — F(32:;20).

Y

La table de la loi de Fischer-Snedecor
permet alors de constater que :
P[T<2,03]=95%. En d’autres termes, si les
écarts types sont égaux, alors il y a 95% de
chances pour que le ratio des variances
standards soit inférieur a 2,03. Par

expérimentation, on obtient que
t; = 1,92 < 2,00. Donc, on peut annoncer,

avec un risque d’erreur de 5%, que les
¢carts types des risques moyens des
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banques et des compagnies d’assurance
sont €égaux.

d. Méthodologie de détermination de
la signification d’une différence entre 2
moyennes

Soit :
m,= risque moyen sur la totalit¢ des
valeurs dont est issu le premier échantillon

m,= risque moyen sur la totalité¢ des

0
valeurs dont est issu le second échantillon
X = risque moyen observé par expérimen-
tation sur le premier échantillon
Y = risque moyen observé par expérimen-
tation sur le second échantillon

Dans I’hypothése ou les écarts types sont
¢gaux, le test de comparaison des



moyennes issues de deux échantillons
s’appuie sur la propriété selon laquelle la
variable T ci-apres suit une loi de Student.
Soit

X-Y - (m p My )

T =
\/(np ~DS2 +(n, -1)S2 [1 1

np+n, -2 np Ny

T suit une loi de Student a
np,+n,-2 degrés de liberté.

Ainsi, sous ’hypothése m,=m

X-Y
I = 2 2
(nP_l)SX+(nQ_1)SY L L
np+n, -2 \ 7, n,

suit une loi de Student a n,+n,-2 degrés

de liberté.
On calcule alors, sur les échantillons
comparés, le nombre :

. X-Y
.=
(7, DSy +(np =DS? [1 1
np+n, =2 \ 7, n,

Il est par ailleurs possible de déterminer la
valeur du réel c tel que :

P[-c<T<c] = 1-a ou T est une variable de
Student. Dans ce cas: c = F~'(1 —%) ouF

est la fonction de répartition de la loi de
Student.

Ainsi, pour un niveau de confiance de
95%, o= 5% et

c =F'(-

%) = F7'(0,975)qui

s’obtient par lecture directe dans la table de
la loi de Student.

Par conséquent, si -c < ¢, <c alors I’hypo-
these d’égalité des moyennes peut étre
acceptée avec un risque d’erreur de 5%.
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En revanche, si 7, > ¢ ousi 7, <-c, les

moyennes peuvent étre considérées comme
significativement différentes avec un
risque d’erreur de 5%.

Si les écarts types inconnus sont différents,
il est possible d’utiliser le test d’Aspin-
Welch.

Dans ce cas, sous I’hypothese d’égalité des
moyennes, la variable T ci-aprés suit une
loi de Student.

- - T suit une loi de
S S
Px Py
n, n,

Student a n degrés de liberté ou :

2
Sy Sv
np N,

(S’z(]z /(n, —1)+ (55]2 /iy —1)

np 0

La regle de décision est alors la méme que
pour le test de Student classique.

e. Réalisation du test de signification de
la différence entre les risques moyens issus
des échantillons de banques et de
compagnies d’assurance

Sur la base des échantillons de banques et
de compagnies d’assurance, les données
nécessaires a 1’analyse de la signification
de la différence entre les deux risques
moyens figurent dans le tableau ci-dessous,
dans le cadre d’un test de Student, les
¢carts types des risques des 2 échantillons
n’étant pas significativement différents.



Tableau n°5 : Test de Student de signification de la différence entre les moyennes des risques
des banques et des risques des compagnies d’assurance

Ris que annualis é banques Ris que annualis € assurances

Moyenne

Variance

Observations

Variance pondérée

Différence hypothétique des moyennes
Degré de liberté

Statistique t

P(T<=t) unilatéral

Valeur critique de t (unilatéral)
P(T<=t) bilatéral

Valeur critique de t (bilatéral)

45,2%
2,4%

31,7%
1,2%
33 21
0,02

0

52
3,46
0,00
1,67
0,00
2,01

La wvariable T définie au paragraphe
précédent suit une loi de Student a

33+21-2 = 52 degrés de liberté. La table
de la loi de Student permet alors de
constater que :

P[-2,01<T<2,01]=95%. En d’autres
termes, si les risques annualisés moyens
sont égaux, alors il y a 95% de chances
pour que la valeur prise par T soit
comprise entre -2,01 et 2,01. Par
expérimentation, on obtient que

t; = 3,46 > 2,00. Donc, on peut annoncer,

avec un risque d’erreur de 5%, que les
risques moyens des actions de banques et

de compagnies d’assurance sont significa-
tivement différents.

f Réalisation du test de signification
de la différence entre les écarts types des
coefficients de détermination issus des
échantillons de banques et de compagnies
d’assurance

Sur la base des échantillons de banques et
de compagnies d’assurance, les données
nécessaires a 1’analyse de la signification
d’une différence entre 2 écarts types
figurent dans le tableau ci-dessous.

Tableau n°6 : Test de Fisher-Snedecor de signification de la différence entre les écarts types
des R? issus des échantillons de banques et de compagnies d’assurance

R2 banques RZ assurances

Moyenne 43,6% 52,1%
Variance 3,7% 2,8%
Observations 33 21
Degré de liberté 32 20

F 1,31

P(F<=f) unilatéral 0,27

Valeur critique pour F (unilatéral) 2,03

Sous I’hypothéese d’égalité des écarts types,
le ratio T des variances standards suit une

loi de Fisher-Snedecor :
2

-5
S

— F(32;20).

2
Y
La table de la loi de Fischer-Snedecor

permet alors de constater que :
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P[T<2,03]=95%. En d’autres termes, si les
¢carts types sont égaux, alors il y a 95% de
chances pour que le ratio des variances
standards soit inférieur a 2,03. Par
expérimentation, on obtient que

t;= 1,31 <2,03. Donc, on peut annoncer,

avec un risque d’erreur de 5%, que les
¢carts types des R? issus des échantillons



de banques et de compagnies d’assurance
sont €égaux.

Le test d’égalité des R* moyens issus des 2
¢chantillons sera alors un test de Student.

g Réalisation du test de signification
de la différence entre les coefficients de
détermination moyens issus des

échantillons de banques et de compagnies
d’assurance

Sur la base des échantillons de banques et
de compagnies d’assurance, les données
nécessaires a 1’analyse de la signification
d’une différence entre 2 moyennes figurent
dans le tableau ci-dessous.

Tableau n°7: Test de Student de signification de la différence entre les R* moyens des
banques et des risques des compagnies d’assurance

R*banques R? assurances

43,6% 52,1%

Moyenne

Variance

Observations

Variance pondérée

Différence hypothétique des moyennes
Degré de liberté

Statistique t

P(T<=t) unilatéral

Valeur critique de t (unilatéral)
P(T<=t) bilatéral

Valeur critique de t (bilatéral)

3,7% 2,8%
33 21
0,03
0
52
-1,67
0,05
1,67
0,10
2,01

La wvariable T définie au paragraphe
précédent suit une loi de Student a 52
degrés de liberté. La table de la loi de
Student permet alors de constater que
[-2,01<T<2,01]=95%.

En d’autres termes, si les R? moyens sont
¢gaux, alors il y a 95% de chances pour
que la valeur prise par T comprise

entre -2,01 et 2,01. Par expérimentation, on

obtient que #,=-1,67 qui est compris entre

Conclusion

En dépit de I’absence de véritable visibilité
sur le niveau futur du ratio de solvabilité
des compagnies d’assurance dans le
référentiel Solvency II, alors que le marché
a une idée assez précise des perspectives
de solvabilité des banques selon Bale 111, la
volatilité des valeurs bancaires, donc leur
risque, est supérieure a celle des actions
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-2,01 et 2,01. Donc, on peut annoncer,
avec un risque d’erreur de 5%, que le poids
du risque systématique dans le risque total
est identique pour les banques et pour les
compagnies d’assurance. L’ordre de
grandeur du poids du risque systématique
est d’environ seulement la moitié du risque
total.

des compagnies d’assurance. Ces deux
secteurs affichent des poids du risque
systématique dans le risque total qui ne
sont pas significativement différents. Le
niveau relativement faible du poids du
risque systématique dans le risque total
s’explique en grande partie par la
spécificité de ces institutions financiéres au
regard des autres secteurs non soumis a des
contraintes prudentielles.
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Abstract

This article aims to take stock of the scope and the limits of banks’ non-financial reporting by
analysing the content of the annual reference documents published by banking institutions in
terms of a response to the challenges posed by the business sector.

The first section is dedicated to a review of the non-financial information published by the
institutions. In the second section, we consider the economic, human and environmental
challenges specific to the banking sector in the light of recent studies which emphasise
requirements to be met and areas where there is a lack of information.

The third section sheds light on the matter by presenting the analysis of annual reference
documents issued by banks which are considered in relation to a table of challenges. This
presentation of data enables us to pinpoint the CSR information included in the annual
reference documents and to underline the progress to be made in the area of non-financial
reporting faced with the expectations of observers and, in particular, of investors.
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Introduction

Financial institutions are today facing new
and pressing lines of questioning. Investors
and regulatory bodies await responses to
enquiries, calling for accurate data and the
provision of specific figures. The
“greenwashing” period therefore seems to
be becoming increasingly eclipsed by a
new era of risk and the search for
confidence. However, responding to these
questions is not an easy matter and it is
pushing firms to adopt new practices in the
area of corporate communication.

The upheaval has a particularly far-
reaching impact as the companies of the
banking sector must now account for
social, economic and even environmental
matters, just as any company in the textile
or energy sector. We are seeing the growth
of initiatives with diverse slogans such as
“Show us the Money, Show Us the Green
Money”” — instigated by different players.

This article aims to take stock of the scope
and the limits of banks’ non-financial
reporting by analysing the content of the
annual reference documents published by
banking institutions in terms of a response
to the challenges posed by the business
sector.

The first section is dedicated to a review of
the non-financial information published by
the institutions. What are the main frames
of reference? Who defines the standards?
What are the challenges relating to CSR
information? How do investors judge the
non-financial information?

In the second section, we consider the
economic, human and environmental
challenges specific to the banking sector in
the light of recent studies which emphasise
requirements to be met and areas where
there is a lack of information.

The third section sheds light on the matter
by presenting the analysis of five 2007 and
2008 annual reference documents issued
by banks which are considered in relation

60 See the United Nations initiative:
www.unepfr.org
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to a table of challenges. This presentation
of data enables us to pinpoint the CSR
information included in the annual
reference documents and to underline the
progress to be made in the area of non-
financial reporting faced with the
expectations of observers and, in
particular, of investors.
1. An Analysis of Non-Financial
Reporting

The end of the 20th century saw a
profound economic, social and
political transformation which promoted
questioning on the social role of companies
and led to the emergence of the need for a
greater openness on the part of
organisations to the outside world (OECD,
2001; Brodhag, 2002; Persais, 2003;
Gendron et al., 2003). These organisations
are required to take responsibility for the
consequences of their activities, fulfil
expectations or obligations which are not
all laid down in formal law and to
contribute to sustainable development
(Friedman and Miles, 2002; Persais, 2002).
As a result, non-financial assessment has
evolved to a great extent for the purposes
of grading companies’ CSR policies on
different aspects (environmental, economic
and social) as well as the governance
implemented. The initial aim was to
reassure investors and to provide them
with additional information, but today, all
stakeholders are affected by the non-
financial analyses.

1.1. The Frames of Reference
Existing in the Information Market
There is a great deal of standard-setting
criteria drawn up by specialist bodies for
assessing a company’s CSR policy.
Without aiming to provide an exhaustive
list, we shall present a brief outline of the
different frames of reference (source
www.novethic.fr).

- Commitment-related frames of
reference. The most commonly used are



those resulting from initiatives launched by
international  institutions of  global
governance or even those developed by
groups of parties involved in sustainable
development: the United Nations Global
Compact, the guiding principles of the

OECD, and even sectoral frames of
reference such as the Principles for
Responsible Investment (PRI)and the

Equator Principles, which are two major
frames of reference in the world of finance.
The United Nations are, in this sector of
activity in particular, the body behind an
original partnership entered into with the
private finance sector. Indeed, the United
Nations Environment Programme Finance
Initiative (UNEP FI) brings together over
160 financial institutions which, after
having pledged their commitment to the
basis of the UNEP FI Statements, work to

develop initiatives linking the
environment, sustainable development and
financial performance. Their research

strives for the adoption of good practices
applicable to all the problems of the sector.
- European directives and French
legislative frames of reference. The
European Union has set up a sustainable
development strategy and is drawing up a
great number of directives, especially in
the environmental area, which are intended
to be transposed into the law of each of the
States of the European Union. France
introduced a legislative provision on CSR
in 2002. Article 116 of the Act introduces
an obligation of social and environmental
reporting for companies listed on the stock
market. In addition, the Grenelle de
[’environnement (Environmental Forum)
has posed the question of the role of
companies, amongst which many French
banks were included and targeted, and the
role of CSR in the face of the nation’s
environmental challenges.

- Frames of reference relating to
certification and standards. These mainly
concern ISO standards, the principle ones
being the ISO 9000 series which deals with
quality management and the ISO 14000
series related to the environmental
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management of a site. The ISO 26000
frame of reference which 1is under
preparation will be devoted to companies’
social responsibility and will be designed
to function as a set of guidelines,
consistent with the existing frames of
reference such as the Global Compact or
the standards of the ILO. These guidelines
should therefore also include elements
applicable to the banking sector.

- The assessment-related frames of
reference introduced by the social and
environmental rating agencies (Vigéo in
France), which assess and grade
companies’ CSR policies. They work on
the basis of analyses of public documents,
specific questionnaires, and meetings with
company managers. For strategic purposes,
each agency has developed its own grading
methodology.

- Frames of reference for reporting.
A new type of reporting has gradually
structured and standardised itself around a
number of frames of reference set up either
by organisations or by States. Among these
frames of reference, the GRI (Global
Reporting Initiative) has established itself
as the main standard in non-financial
matters.

The guidelines in terms of GRI reporting
are structured around principles relating to

the content of reports (pertinence,
inclusion of stakeholders, CSR context
influencing the organisation,

exhaustiveness) and principles relating to
the quality of reports (neutrality, accuracy,

comparability, timeliness, clarity,
reliability).

The GRI  guidelines also  issue
recommendations on the structure of

reports. The proposed standard structure is
as follows:

- Strategy and profile of the
organisation;
- Managerial approach and

organisation enabling the provision of
responses to the different social, economic
and environmental challenges which the
organisation faces;



- Performance indicators, classified

in accordance with the following
categories:  economic, environmental,
social.

Each  category contains indicators

considered to be essential as well as
optional indicators. Indicators common to
all the sectors of activity are
complemented by indicators presented in
sectoral supplements specific to certain
trades.

The GRI has also identified the financial
sector as a particularly interesting field of
study in terms of non-financial reporting.
Part of the work included in the drafting of
the sustainable development report is, in
fact, devoted to this sector: the
“Sustainability Reporting Guidelines &
Financial Services Sector Supplement” is
currently available in its third edition (G3).
This document (2006) states the different
stages and indicators which could help in
drawing up a sufficiently clear frame of
reference in terms of sustainable
development. This document is the product
of working parties made up of many
financial institutions and NGOs from
different countries. However, none of the
French banks in our study seems to have
participated in this edition. We have
therefore decided to draw up our own
analysis table in accordance with the G3
aspirations and the challenges of the sector.

1.2.  The Challenges of Non-Financial
Reporting

Reporting is the result of a current far-
reaching challenge: the quest for truth and
“correct” information. During a period of
doubt and in a world that is saturated with
all kinds of information, everyone in
general, and investors in particular, are
seeking to identify the certainties that
could make the future foreseeable and
manageable. However, while a consensus
has formed in relation to this objective of
transparency, a discussion has been struck
up in relation to the forms of reasoning that
it underlies.
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Non-financial reporting can be viewed in
accordance with two lines of reasoning: a
transactional line of reasoning, whereby it
aims to legitimise the place of the company
in society, and a value-related line of
reasoning whereby it provides shareholders
with supplementary information necessary
for carrying out their financial arbitrages
(Giordano-Spring et Riviere-Giordano,
2006).

But it suffers from a significant weakness
due to the absence of sufficient standard
setting capable of guaranteeing its quality
and the respect of the true value principle.
It is precisely toward these goals that the
GRI is working, as well as the bodies with
which it is in “coopetition” (SA 8000, ISO,
etc.). The question of the verification or
auditability of the information is therefore
posed.

Furthermore, societal reporting depends
above all on the voluntary action of the
corporate leaders in many countries. Hence
it is a communication which often relates
back to strategic considerations and which
pushes those in charge, depending on the
situation, to sometimes conceal
information, sometimes spread it, and
sometimes to target the stakeholders that
are to receive the messages. So what is it
that they are really seeking? Legitimisation
in line with the actions of a citizen-focused
company or to increase transparency for
shareholders only?

For Pesqueux (2008), the proliferation of
standards and labels represents an
“overflow” or even a kind of bulimia, “as it
is characterised by an acceleration of their
production and of their expiry. These
standards and labels go from being the
“mark” of large firms (...) to an actual
market of standards (...) and lead to the
growth of differentiation strategies”. The
standards consequently have a strategic
dimension, “be it a strategy of compliance,
of avoidance or of manipulation”.

The increase in the number of audits has
become a source of recurrent revenue and
an instrument for conquering new markets
for a number of firms. What do they seek



to verify? Compliance with principles
(with the Global Compact for example),
compliance with performance standards
(International Labour Organisation
Conventions), process compliance
(Accountability 1000), compliance with
reporting standards (Global Reporting
Initiative), or compliance with certification
standards (ISO 14001).

We must also distinguish between
verification audits (reporting on results)
and certification audits (reporting on
processes, compliance). These two types of
reporting give rise to two different types of
communication.

Moreover, we must emphasise the
ambiguous role played by the audit report
which  lies between review and

communication. Furthermore, all auditors
use different methodologies and there can
be handling inequalities between the
different companies audited.

This “first generation” reporting is, in
many cases, the consequence of a form of
societal “compliance”, a desire to ensure
that one is in compliance with the law, in
so far as this reporting is compulsory in
nature.

There are a lot of image and
communication-related  stakes  behind
societal  standards  (asserting  one’s

distinctive citizen-focused approach with
actions that show a spirit of solidarity, via
ethical marketing, for example). These
challenges can lead to a whole series of
players becoming involved and the range
of auditors, analysts, business ethics
experts, etc. is such that it enables the
company to find a “suitable” response to
its needs.

In this context, the abundance of standards,
the strategies of influence and the power
games can take precedence over the
internal effectiveness and the relevance of
external information.

The criticisms (readability, reliability,
absence of penalties, etc.) are such that we
can hope for a clarification of external and
internal audit practices. Moreover, the non-
financial reporting market is at a
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development stage and it should stabilise
when it reaches maturity.

For advocates of the GRI, the recent
evolutions of the guidelines must make it
possible to improve companies’
sustainable development reports and their
aspiration toward transparency. Today, out
of the 2000 organisations which publish
this document, nearly 1000 use the GRI
guidelines according to a study by the audit
firm KPMG, which makes them the global
frame of reference for non-financial
information.

For the GRI’s opponents, complying with
the GRI guidelines is not a sufficiently
powerful obligation. The quality of a report
is not a guarantee of the company’s ethics.
The quality of the form is not binding upon
the reality of the content. The GRI grading
system rewards transparency more than the
content of the actual practices®’.

Another difficulty emerges from the
pressure brought to bear by the voluntary
publication of increasingly detailed CSR
reports. It is the most transparent groups
that expose themselves to the strongest

criticisms from observers and, in
particular, NGOS.
Lastly, certain parties involved in

responsible investment warn about the
danger of “greenwashing”, which can arise
from social and environmental reporting on
a voluntary basis, while complying with
the GRI guidelines.

Taking an opposing view to the idea that
non-financial data will become
increasingly common, La Tribune (2007)
published a thought-provoking article
which casts doubt on the rosy future that
seemed to be in store for non-financial
data. The increase in the number of CSR
reports has died down, and remains
concentrated in the OECD zone and the
United States; they concern almost

61 «You can get an A+, the highest GRI rating (for
your report) even if you have failed on all its
aspects (...) the rating says nothing about
compliance in terms of actual content of the
matters” concedes Ernst Ligteringen, GRI Director
(AFP, 2006).



exclusively multinational companies, while
SMEs are not greatly involved. A recent
United Nations report predicts a decline in
the data linked to CSR and tends to view it
as a niche phenomenon. According to this
study, the taking into account by markets
of  non-financial data has  been
overestimated. In France, a study by
CapitalCom on the expectations of
shareholders when participating in general
meetings shows that companies’ societal
and environmental commitments are not
included in the priorities of 71% of these
shareholders.

Does this mean that CSR reports are rarely
read, except by NGOs, researchers and
students? Does it mean that non-financial
data is of little interest? We doubt this, as
CSR data does not only contribute to
sustainable development reports. The
evidence for this is that annual reference
documents aimed at investors today
include an increasing amount of non-
financial information as a complement to
financial data. In order to more clearly
identify the developing trend, we tried to
find out which non-financial data was
“selected” by companies for its investors
and if this data offered a suitable response
to the challenges of a particular sector in
terms of CSR. Our selection focused on the
banking sector for two reasons: firstly, this
sector is unfortunately at the centre of a
financial crisis, which naturally leads to
question the responsibility of these
economic actors vis-a-vis society; and
secondly, these companies have been
recently criticised®® for their position in
terms of  sustainable  development,
justifying our global examination of their
way of accounting for their actions in their
annual accounting documents.

Moreover, we have focused our study on
documents aimed at investors, in other
words the annual reference document. A

2 I particular, the “French banks, save the
climate!” campaign organised for the first time by
Friends of the Earth in 2005.
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2003% study carried out jointly by
researchers from INSEAD and CSR
Europe noted even at that stage how
“Investors see corporate social
responsibility as a major indicator for a
firm’s exposure to non-financial risk”. On
the basis of the assumption that investors
only look at this annual reference
document, what non-financial data do they
find there to back up their choices,
understand the elements that determine the
creation of value and comprehend the risks
of the sector?

2. The Challenges Facing the
Banking Industry in Relation to CSR
Our research method is based on the
construction of an analysis table
incorporating elements taken from a
sectoral analysis concerning sustainable
development®, supplemented with
elements taken from studies carried out by
international NGOs (Planet Finance on
microfinance, Transparency International
with regard to the fight against corruption,
and even The Friends of the Earth on the
ecological impact of the French banking
sector).

Our analysis table draws to a large extent
on a study carried out by the company
PWC in 2006 which takes the form of an
appraisal on the issue of sustainable
development in the world on a region by
region basis and in a certain number of
business sectors. The involvement of this
chartered accountancy and statutory
auditing firm in the area of sustainable
development allows it to produce studies
with an international scope. The section
dedicated to the impact of financial
services on society and the environment
highlights the general idea that this impact

% See the following study: CSR Europe (2003),
Corporate social responsibility and the role of
investor relations — from switchboard to catalyst, at
WWW.CSTeUrope.org

64 Excerpts from the PriceWaterhouseCoopers
Report on Sustainable Development, Ed.
Organisation, 2006.




“derives from the capital it employs — from
financing  infrastructure  projects in
developing nations to providing low-
interest loans to small businesses — with
effects that can change the risk profiles of

both borrowers and lenders®”.

%5 Op.Cit. PriceWaterhouseCoopers Report on
Sustainable Development.
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The impact of the banking sector is thus
indirect. The relationship between the
latter and sustainable development can
therefore be analysed with regard to the
following criteria making up our analysis
table.



Table 1 — The Challenges Facing the Banking Industry in Relation to CSR

Challenges

Operationalisation

Commitment to combating exclusion and
poverty

Actions to support Integration, Combating
Poverty, Combating Exclusion, Microcredit,
Microfinance, Microinsurance, Actions to
support Disabled persons

Duty of social and environmental care in
financing projects or in acquisitions

Equator Principles, Environmental
assessment, Social assessment

Combating money laundering and corruption

Combating Corruption, Combating money
laundering, Wolfsberg Principles

Provision of loans favouring sustainable

Loans to new businesses with no access to

development credit, Microcredit, Solidarity
Participative method of governance Employee shareholding, Independent Director
Development of SRI SRI, Ethical index

Directly or indirectly combating climate
change (on the part of stakeholders)

Combating global warming, Combating CO2
Emission, Renewable Energies,
Environmental Charter

The criteria highlighted by the sectoral
study carried out by PWC (2006) have
been compared to the works carried out by
other organisations and researchers. While
the environmental component - more
specifically criteria no. 7- may have
benefitted from the recent Friends of the
Earth campaign (2005) on French soil, in
the same way, the first challenge on
combating exclusion and poverty has been
taken up based on the findings of abundant
literature highlighting the links between
commercial banks of developed nations
and the development of microfinance
(Rivoire, 1979; Germidis et al., 1991;
Yunus, 1997; Valenzuela, 2002; Drake et
Rhyne, 2002; Isern et al., 2003; Pearce,
2003). This criterion is also based on the
studies carried out on behalf of CGAP by
different authors (Valenzuela et al., 1998;
Peck Christen et al., 2004).

The second challenge concerns observing a
“duty of social and environmental care”.
The expression must be researched
alongside the Anglo-Saxon principle of
“due diligence” which means that the
individual must work to protect himself
against any negative element of an
operation that can be avoided (this is the
"caveat emptor"” principle in Roman law).
Just as French law refers to the idea of
“bon pere de famille” (“a good family
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man’) to sum up the behaviour of a law-
abiding French citizen, we believe that it
would be interesting to adopt the idea of
responsible behaviour on the part of the
banking institution, abiding by a duty of
care based on the two pillars of sustainable
development. Furthermore, since due
diligence is now common practice in the
financial sector®®, the adoption of this
principle should not distort the non-
financial analysis of this activity.

This challenge can be measured with
regard to the commitment to and
compliance with the Equator principles of
2003. These are a set of provisions drawn
up by an initial group of ten international
banks, with the collaboration of the World
Bank and a group of NGOs, with a view to
sound management of social and
environmental problems linked to the
financing of development projects. These
guidelines, which can be freely adopted,
may help clarify the position to be adopted

66 Thus, in financial terms, due diligence is the
collection of methods of research and monitoring of
information allowing investors to establish a basis
for their judgment on the assets, activity, financial
situation and prospects of the company in which
they plan to take a stake.



in the sector of international financing of
projects by a banking organisation. By
committing itself to the basis of these
principles, a banking institution declares its
willingness to take into account social and
environmental assessment criteria in
selecting projects to finance. The borrower
must fill in an assessment form based on
these criteria for such purposes.

The “Equator principles” recommend a
selection procedure for projects based on
the selection standards that promote social
and environmental protection.  The
environmental assessment focuses on
issues such as: sustainable development
and the use of renewable natural resources;
the protection of health, cultural heritage
and biodiversity, including endangered
species and sensitive ecosystems; the use
of dangerous substances; work-related
illnesses and occupational accidents, etc. In
2007, around fifty credit institutions
subscribed to these principles.

The third challenge focuses on combating
money laundering and corruption. Once
again, the commitment of companies can
be verified with regard to their subscription
to a collective sectoral CSR standard,
namely the “Wolfsberg principles” of
2000. These declarations and principles
represent a set of guidelines that were
initially formulated by a group of twelve
banks in order to offer commercial banks
methods of combating money laundering.
These financial institutions “The
Wolfsberg group” - have published
directives in this area. The group also
regularly publishes information relating to
the financing of terrorism, monitoring
systems, etc. Accordingly, when a bank
adopts this standard, it undertakes a
process of client identification representing
the responsibility requisites to be satisfied.
It takes on a commitment to its
stakeholders not to accept just any client
but to carry out screening and quite
specific research in compliance with the
specifications  resulting from  these
principles.
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The aim is to be able to offer those parties
in the business sector concerned, standards
of social responsibility enabling them to
effectively manage risks and to have
greater clarity in choosing their clients. In
addition, the subscription of a new bank to
these principles consolidates the political
objective of the group and its intention to
warn the sector about criminal practices.
On making these “declarations”, the
professionals of the sector make their
viewpoint heard in the form of one single
voice and thereby affirm their role of a
committed international actor on the
scene”’.

The fourth challenge relates back directly
to the sources and principles mentioned in
relation to the first principle regarding
combating exclusion. Indeed, it concerns
the “provision of loans favouring
sustainable development”.

The fifth challenge centres on the analysis
of the “participative  method of
governance” of the banking institution and
makes direct reference to the work
implemented by the World Bank Institute
(WBI) on governance and the elimination
of corruption®. The institution has
identified this theme as a central problem
in its role of supporting countries from this
double perspective of improvement of
governance and combating corruption.
This approach is totally in keeping with the
approach that must be followed by a
banking group that reports on its
commitment in relation to CSR.

Lastly, the sixth challenge enables the
commitment of the bank under analysis to
be verified in terms of the development of
SRI. The surge in the outstandings of the
French SRI market in recent years alone is
almost sufficient to justify this analysis
criterion. For example, the market was
valued at 22.1 billion euros at the end of
2007 compared to 17 billion euros at the

7 http://www.wolfsberg-principles.com
68 www.worldbank.org/wbi/governance/fra




end of 2006, according to Novethic. This
source reports quite precisely on the
development of this new form of
investment and emphasises that 60% of
management companies have internal
competences in terms of non-financial
analysis.

As has been illustrated, these various
challenges have been translated into
actions, and it is these various practices
that we have sought to identify in the
annual reference documents.

We obtained 5 bank annual reference
documents (for 2007 and for 2008)
available on the company websites (BNP,
NATIXIS, SOCIETE  GENERALE,
DEXIA and CREDIT AGRICOLE) and
searched in these reports for occurrences of
the different practices using key words. We
have recorded our observations in tables 2
and 3, specifying the number of
occurrences, the relevant online pages and
the actions carried out.

We must specify that this is an initial
approach to serve as a test and which we
intend to implement:

- in a far-reaching manner by
extending it to the entire French banking
network,

- to other online documents and
particularly, the sustainable development
reports of these institutions, to identify the
discrepancy between the position adopted
and the annual reference document,

- in other business sectors.
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3. Analysis of the Annual Reference
Documents and the Results

After consulting the online annual
reference documents, we were able to draw
up the following tables. We must clarify
that there is a limit to this work which
should be validated via discussions with
those in charge of sustainable development
in the relevant companies: if a company
does not refer to a practice in its annual
reference document, this does not mean
that it is doing nothing. The
communication to its investors is
undoubtedly  selective and  partisan.
Nevertheless, when nothing has been
stated, we have inferred from this that the
company has disregarded the issue, or, at
the very least, has undervalued it.

The analysis of the content of the annual
reference documents leads us to make two
major observations largely:

- On the one hand, the actions carried
out largely correspond to the drive for
compliance,

- On the other hand, the challenges
and risks of the financial sector do not
seem to be sufficiently taken into account.

There appears to be a somewhat copycat
behaviour between the 5 companies
studied. Even if the commitments are
different, we can highlight the following:

- clear-cut policies of integration of
disabled persons which partly conform to
the Act of 10 July 1987,

- solidarity measures for those that
are the most poverty-stricken
(employment, accommodation) often via
their own or external Foundations,

- growth in  micro-credit (non
mentioned in 2007 and 3 cases out of 5 in
2008)

- employee shareholding plans for 3
out of the 5 banks,

- internal monitoring instruments for
combating  corruption and  money
laundering which relate back to the major
principles of financial security,



- the presence of independent
directors in 3 out of 5 cases, compliant
with the reform of 2001 Company Law in
the area of corporate governance,

- combating climate change, ranging
from small measures (raising employees’
awareness by means of a conference) to a
genuine action programme (DEXIA) in
2007, actions which develop in 2008 as an
environmental charter is introduced (BNP),
- measures to finance projects
relating to renewable energies (3 out of 5
cases).

This state of affairs appears to us to be
dictated to a large extent by external
pressure (Act on the employment of
disabled persons, banking regulations on
financial security, the NRE (New
Economic Regulations) Act, Grenelle de
[’environnement [Environmental Forum]).
We must underline that 2 institutions
(NATIXIS and CREDIT AGRICOLE)
manage SRI funds.

We found nothing in relation to many other
aspects, in particular:

- no information on microinsurance
transactions, or on transactions relating to
disadvantaged business loans,

- no reference to the Equator
principles in 2007, and in 4 cases out of 5
in 2008,

Conclusion

Banks, like most players in the financial
arena, must now rebuild a double
reputation of invulnerability and security
following the misfortunes of 2008. There is
no doubt that coherent and accurate
communication  with  investors and
shareholders in terms of CSR would
contribute to restoring some of the lost
confidence.

The United Nations have recently made the
same observation. This international
institution, via its working group on
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environmental
in the annual

- no social and
assessment referred to
reference documents,

- no subscription to the Wolfsberg
principles,

- no reference to the ethical indexes,
- no Environmental Charter in 2007,
and in 4 cases out of 5 in 2008.

The practices are clearly absent or lacking
on several significant challenges such as
the duty of social and environmental care
in project financing or in acquisitions, the
provision of loans favouring sustainable
development, and combating exclusion and
poverty.

This deficiency among our sample leads us
to believe that this must pose a problem for
investors in terms of the comprehension of
risk.

However, the 2008 reports enable several
break-throughs as far as micro-credit,
money laundering, corruption and climate
change are concerned.

We wish to highlight again that DEXIA,
who experienced major difficulties in
2008, seems to have pulled out from
various different actions. We will no doubt
witness widespread withdrawal from
actions by the whole banking sector in
2009 due to the financial crisis. Economic
performance seems to condition social and
environmental progress.

financial initiatives (UNEP FI), has indeed
joined forces with the GRI to develop
coherent standards that meet the
requirements of the industry. More
specifically, in October 2008, a task force
made up of 28 international financial
institutions  including Deutsche Bank
DWS, the Bank of China, Westpac
Banking Corporation, Insurance Australia
Group and even the State Street
Corporation, as well as rating agencies and
NGOs, came together to endeavour to
provide a series of responses to the current
crisis in the form of non-financial data.
The work of this group aims to define



standards for “sustainable reporting”, in
other words reporting that complies with
the concept of sustainable development for
the financial sector.

The French banks still seem absent from
this kind of initiative driven by the GRI,
the benchmark institution in terms of

reporting. The first results of our
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Appendices
Table 2 — Observations 2007
Challenges Criteria BNP NATIXIS SOCIETE DEXIA CREDIT
2007 Annual 2007 Annual GENERALE 2007 Annual AGRICOLE
Reference Reference 2007 Annual Reference 2007 Annual
Document Document Reference Document Reference
Document Document
Commitment Integration 7: integration via | 11: Funds 8: disabled 1: integration 4: policy for
to combating sport p 27; eco dedicated to persons p 114 of disabled the integration
exclusion and and social p 27; employment p & 116, persons p 54 of disabled
poverty work with 102; disabled Foundation for persons,
integration persons p 105, solidarity and partnership
organizations p 109 & 120; professional with ANATS p
259 relationship integration p 165 & 168
with 114;
organizations partnership
p. 121 with
organizations p
117
Poverty 0 0 0 0 3: commitment
p9,98 & 157
Exclusion 1: Relationship 0 0 0 1: combating
with exclusion p
organizations p 157
257
Microcredit 0 0 0 0 0
Microfinance 0 0 0 0 0
Microinsurance | 0 0 0 0 0
Disabled 11: Recruitment 11: Policy of 5:integration p | 10: social 6: initiatives
persons p 248; integration of 114 & 116; range favours for disabled
Integration p employees and | “Handicap” those with employees
253; Participation | temporary (disabled) disabilities 149, 150 &
in workers p 103, | Mission p 117 | (grants & 168
DisabTrainBank 105, 109 & loans) p 54,
p 253; Use of 120 55,260 & 261
subcontracting of
the protected
sector p 259
Duty of social | Equator 0 0 0 0 0
and Principles
environmental | Environmental | 0 0 0 0 0
care in assessment
financing Social 0 0 0 0 0
projects orin | assessment
acquisitions
Combating Corruption 3: internal 1: subscription | 3: combat 1: 5: subscription
money monitoring to the (Ethics subscription to the Global
laundering instruments, principles of Department) p to the Global Compactp 9,
and combat p 80 & the Global 132 Compactp 52 | 165 & 166
corruption 81 Compact p 98
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Money 6: monitoring 15: combat p 20: combat, 5: internal 20: combat,
laundering and anti-money 102, 103, 108, resources and control p 71 Compliance
laundering cell p 117 & 137, instruments p Department p
80 & 81 Department of | 132, 133,134 28,29, 163,
Financial & 160 164; training
Security courses p 166
compliance
manual p 382,
384 & 385
Wolfsberg 0 0 0 0 0
Principles
Provision of Loans to new 0 0 0 0 0
loans businesses with
favouring no access to
sustainable credit
development Microcredit 0 0 0 0 0
Solidarity 3: BNP 5: 1: Foundation 2: support for 13: CA
Foundation p 27; | commitments p 114 the solidarity and
Disabled persons | on behalf of medical/social | development,
p 253 the poor, sector p 28 & Mutualist
combat 55 Solidarity
malaria, the Foundation 40,
Telethon, 45,138, 155,
pl06, 114 & 167
120
Participative Employee 6: employee 6:p 261, 300, 13: World Plan | O 0
method of shareholding shareholding plan | 412,418 & p 81, 83, 113,
governance p 13,27& 231 419 185 & 249
Independent 2:p43 & 48 0 11: names of 0 11: names p
Director Directors p 68 19,21, 22, 23,
to 71 24,25 & 45
Development SRI 1: presence in the | 24: leader in 0 0 9: management
of SRI main indexes SRI market of SRI funds p
and loans to 65,162,163 &
disadvantaged 167
business
market p101;
SRI Research
pl02;
launching of
funds p 108
Ethical index 0 0 0 0 0
Directly or Global 3: conference to 6: Internal 1: subscription | 13: 5: targeted
indirectly warming raise employees’ green gestures to the Carbon subscription actions &
combating awareness p 264 p 103 & 123; Disclosure to the UNEP, raising
climate Funds Project p 122 introduction employees’
change dedicated p 98 of a specific awareness p 9,
& 108; action plan p 138, 156, 157
Financing of 52,53 & 55 & 163
projects p 100
CO2 2: Carbon Team 7: financing of | 6: reduction 8: 5: carbon
emissions, for clients, projects, plan p 129 management report and
greenhouse gas | Research for carbon report, of direct and compensation
emissions internal purposes | p 104, indirect p9, 157,158
(IT facilities) p monitoring of impacts & 168
265 fleet of cars (compensation
pl04, funds,
responsible reforestation,
purchasing p dedicated
124 loans) p
52,53, 54, 56
Renewable 4: resorting to 13: financing 2:usep 126 11: financing 8: financing
energies renewable of projects p of projects p (via Calyon) p
energies and 66, 98, 99, 22,23,24,25, | 56,68,159 &
using them p 98, 100, 102, 108; 53 & 56 340
262 & 265 Natixis has not
resorted to
these p 124
Environmental | 0 0 0 0 0
Charter
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Table 3 — Observations 2008

Challenges Criteria BNP NATIXIS SOCIETE DEXIA CREDIT
2008 Annual 2008 Annual GENERALE 2008 AGRICOLE
Reference Reference 2008 Annual Annual 2008 Annual
Document Document Reference Doc Reference Reference
Document Doc
Commitment Integration 13:2008 6:p.98 (4) 7 :p. 132 (3), 0 7:p. 197
to combating agreement in incentives for 135(3), 136 young
exclusion and favour of the employment, social disabled, graduates
poverty employment of | housing, partnership | unemployed 199(2), 205(4)
disabled with France Active young persons, disabled
persons and FCPR, disabled | relationship with persons
p- 336(2), persons p. 112, organizations
328(3), 332(4), relationship with
3334 organizations p. 113
Poverty 0 0 0 0 2:p.9,339
Foundation
Exclusion 2 : action 0 0 0 1:P. 199
against disabled
exclusion persons
through training
p- 11,333
Microcredit 2 : banlieue 1: p. 96 Natixis 0 0 1:p.9
project, 1200 Development Grameen CA
micro credits p. | projects to combat Foundation
11, 333 imbalance between
North and South
Microfinanc 0 0 0 0 3:p.9,45,
e 187
Foundation
Microinsuranc | 0 0 0 0 0
e
Disabled 3 :employment | 10:p. 101(4), 112 5:p.135(5) 1:p.51 4:p. 197,
persons of disabled (6) relationships employment and | accessibility | 199(2), 205
persons cf with organizations integration children and
integration p. and integration workers
326, 332 policy
Duty of social | Equator 0 0 0 0 4:p. 3,200,
and Principles 214(2)
environmenta adoption
1 care in Environment | 0 0 0 0
financing al
projects or in assessment
acquisitions Social 0 0 0 0 0
assessment
Combating Corruption 3 : control 1 : p.94 general 3:p. 151(3) 1:p.48 4:p. 162,
money device and risk considerations Code of conduct | subscription | 212(2),213
laundering management p. to the combating
and 163 Global money
corruption Compact laundering
and
subscription
to
Transparency
International
Money 4 : preventive 10 : training, 14 :p. 151(4), 4:p.71 21:p.31a38,
laundering action and control, safety 152(8), 153,192 Combat and | 162,211,
training p. manual p. 98 (2), means of raising 212(6), 213(6)
163(3), 319 109, 129, 401, 402, combating, employees’ 214(3)
403, 404(3) Ethics awareness preventive
department actions and
training
Wolfsberg 0 0 0 0 0
Principles
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Provision of Loans to 0 0 0 0 0
loans new
favouring businesses
sustainable with no
development access to
credit
Microcredit 0 1: p. 96 Natixis 0 0 1:p.9
Development
projects to combat
imbalance between
North and South
Solidarity 3: 6:p.97,102(2), 1:p.142 actions | 0 9:p.202,
unemployment 107, 113(2) for the 203,205(4),
p.11, general commitments to the environment 217, 408, 409
considerations poor, combat social work,
p. 27, pollution malaria, Telethon sponsorship
p-319
Participative Employee 7 : program p. 3:p. 242,285,437 14 : p. 84, 86, 0 2:p. 196
method of shareholding | 13,48, 133, shareholding plan 88, 131(6), 6,2% holding
governance 194(2), 289(2) 219(2), 291(2), rate
388 World Plan
Independent | 1:p.43 0 10 : listp. 67 a 0 1:p. 19 list
Director 70, 86
Development SRI 1:p.338 24 :p. 62, 63,94, 0 0 9:p. 87,215,
of SRI presence in the 96(4), 97(17) 216(3),217(4)
main indexes investment SRI scale
enhancement, trade
name, market leader
Ethical 0 0 0 0 0
index
Directly or Global 1:p.336 1 : p. 94 dedicated 0 1:p.51 0
indirectly warming international funds backing of
combating charter projects
climate CO2 3:p. 95,98, 99 2:p. 144, 145 16 : p. 18, 1:p.206
change emissions, 2:p.336 financing of reduction plan 48(6), reduction
greenhouse customer projects 49(2), approach
gas 50(5), 51(2)
emissions CO2 loans,
internal
approach
Renewable 3:p.336(2), 12 :p. 53, 67, 68, 3 :p. 55 new 2:p.49 6:p.9,91,
energies 339 resorting to | 78, 94, 95(6), 96 product, financing of | 210(4)
renewable financing of 146(2) action projects financing of
energies customer projects projects
[Environmental | 1:p.336cf 0 0 0 1:p.207
Charter global warming property
development
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