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ABSTRACT

Cooperative banks, as a social economy instituti@ve a special relationship with
sustainability. Given the lack of previous studiesg, aim to develop an exploratory analysis
on sustainability reporting in European cooperatbanks. On one hand, we studied the
sustainability reporting evolution to know whethbe crisis influenced on this practice. On
the other hand, we compared cooperative reports lvahks' reports. Moreover, we analysed
the sustainability reports content to know whaoinfation is disclosed by cooperative banks.
The results show that although the number of cadjer banks' reports is low, it responds to
the weight in the European market. They also tatstthe late incorporation of cooperative
banks into sustainability reporting (consequenceheir conservative nature). We cannot
conclude that differences between banks and cotyperhanks were significant, but -in
relation to private banks- cooperatives stand authe use of latest standards, integrated
reporting and best application levels. Regardingth® content of sustainability reports,
cooperative banks provide more social issues tisananic or environmental issues. In the
current situation, disclosing information about tausability would help to reinforce the

stakeholders' trust.
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Econlit keys G210,M140, M400, P130

INFORMES DE SOSTENIBILIDAD EN COOPERATIVAS DE CREDI TO: UN
ANALISIS DE SU DIVULGACION EN EUROPA

RESUMEN

Durante la ultima década, la relevancia de la sdstelad ha crecido dentro del
mundo empresarial, teniendo las cooperativas dditaréina especial relaciébn con este
concepto. Esta relacion puede representar un vadictivo para el desarrollo de los negocios,
s6lo si son capaces de proporcionar una mayorhiliddd y confianza en la sociedad, y si
hay un dialogo efectivo con los grupos de inteEésinalisis de los informes de sostenibilidad
de las cooperativas de crédito europeas, inclledoSRI, muestra que, aunque el nimero de
informes es bajo, se corresponde con su peso merehdo. Los resultados también indican
la tardia incorporacion de las cooperativas de itréd divulgar informacion sobre
sostenibilidad, aunque -a pesar de ello- no seestian diferencias significativas respecto a
los bancos. Finalmente, cabe sefalar que las aioer de crédito se caracterizan por

divulgar mas informacion social que econémica oianthal.
Palabras clave:RSC, sostenibilidad, reporting, GRI, cooperatigdasrédito, bancos
1. INTRODUCTION

In the last years, there has been an increasirggestt in sustainability from the
business and academic communities. Efforts havewatl building a complex,
multidimensional and subjective concept, relateddiiberent philosophical and business
management theories. This theoretical developmest led to achieving a consensus,
allowing an emerging introduction of the concepoithe business strategy.

The Commission of the European Communities (20&fEnds sustainability asa“
concept whereby companies integrate social andremviental concerns in their business
operations and in their interaction with their s&olders on a voluntary basis
Nevertheless, economic crisis have damaged theitresganizations. For that reason, one of
the current objectives of the Commission is to pransustainability in order to create
favourable conditions to the sustainable grownguaranties the responsible behaviour and
the employ creation. In this sense, sustainabiMys defined asthe responsibility of

enterprises for their impacts on sociefifuropean Commission, 2011).
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The number of enterprises that publish informatadiout their environmental and
social performance has increased over the lastsy@éaolk, 2004; CSR Network, 2003;
O’Dwyer y Owen, 2005). According to CorporateRegjistom (2013), the number of
sustainability reports is increasing every yearnvéwer, the rate of increase is decreasing

because of the economic recession.

Previous studies have analysed the disclosure inf ggock companies in several
countries (Deegan and Rankin, 1999; Gray et al51@uthrie and Parker, 1990), but few
efforts have been made to develop a non-joint stk perspective on it; that is, a
cooperative perspective on sustainability reportivigich identifies an interesting research
gap has not been bridged. In this sense, and fromnapirical perspective, Cornelius et al
(2008) argued that sustainability is a key consitlen for all social enterprises (such as
cooperatives). Therefore, it is timely to investegtheir practices and whether they are subject
to the same requirements as capitalist firms imseof the different degrees of internal and
external sustainability in non-joint stock entit{@ecording to Emanuele and Higgins, 2000).

On the other hand, the financial industry is veensitive to sustainabilityThe
unfavourable situation experienced by financialtest in the context of the economic crisis,
has resulted in banks suffering the discredit anstrust of society. Consequently,
sustainability is necessary to generate and mairtast (Rodriguez-Gutiérrez et al., 2013)
and it is an effective management instrument, whiters confidence to stakeholders as the

company is perceived as responsible and trustw@Reésnandez and Souto, 2009).

In this line, our research focuses on the caseooperative banks because of the
significant link with the sustainability. The ainf this paper is to develop an exploratory
analysis about sustainability reporting in Europeanperative banks. We analyse trends in
sustainability reporting before and after the sriSVe try to identify the kind of information
that is disclosed by these entities. The study rtepitie characteristics of the cooperative
banks’ sustainability reports presented in 2012.al¢e explore the communication channels
used to disclose this information. Furthermore, egmpare their practices withanks
practices. The following section presents a revidvthe literature in this area, followed by

the development of research questions and the heltbgyy, results and conclusions.
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2. LITERATURE REVIEW
2.1. Sustainability reporting

Although disclosure of sustainability has gainedtoriety among companies’
practices, standardized criteria for reporting aoarce. However, in order to reach a
consensus on sustainability and its implementatoe, key aspect has been the acceptance of
the premise that, for a business to be sustain@blde long term, it must be socially
responsible. Motivations are, basically, reputatimmmpetitive advantage and fashion (Melé,
2005).

Some authors suggest that the implementation dhisability practices in business
management adds value to products or services l{Mitet al., 1997; Knox et al., 2005;
McWilliams and Siegel, 2001; Porter and Kramer, 00/eber, 2008). That is, responsible
management realises the potential of a latent vadsefar as it can be exploited through
effective communication with stakeholders. Commatan should serve to enhance
reputation (Cochran and Wood, 1984) or to buildgarate advantage (Porter and Kramer,
2006). Building a reputation implies the valuablelgement of stakeholders, which is

influenced by coherent action and appropriate comaoation by the company (Weber, 2008).

A key component of a company’s sustainability isnoaunicating this policy with an
appropriate degree of disclosure (lllia, Romend @gglidopoulos, 2010; Zéghal and Ahmed,
1990). Moreover, these good practices are a walegdimise the company among its
stakeholders (Deegan and Rankin, 1999; Brown amgj@€ 1998; Hooghiemstra, 2000).

Firms use a wide variety of communication chanrfels sustainability reporting,
including social reports, thematic reports, codds conduct, web sites, stakeholder
consultations, internal channels, prizes and eyentaise-related marketing, product
packaging, interventions in the press and on T\, points of sale (CSR Europe, 2000a, b;
Birth et al, 2008; lllia et al., 2010). However,cg reports are the main channel for
communicating “the social and environmental effeCtorganizations’ economic actions to
particular interest groups within society and taisty at large” (Gray et al., 1996). This
practice has quickly become the medium through lwhtompanies around the world

communicate their economic, social and environmgadormance to stakeholders.
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In the past, there were no generally accepted atdado govern these disclosures,
making them difficult to compare and less credif@@mnett, 2012). Today, standards for
sustainability reporting have been published ineordo ensure the homogeneity of

sustainability reports.

The most widely used reporting standard is the Giktainability Reporting
Guidelines. The GRI (Global Reporting Initiatives) & structure, which was established in
1997, whose main goal was to globally provide ajgtlie guidelines to prepare sustainability
reports in contrast to environmental reports (Ré&sand Yuthas, 2008). Currently, the GRI
sustainability reporting framework has achievedesjgtead adoption with 82% of Global 250
(G250: the top 250 companies of the Fortune 508xXhdnd 71% of National 100 (N100: the
top 100 companies in 16 countries where KPMG opsjaitKPMG, 2013). In 2011, of the
N100 companies, 69% of publicly traded companiesdoot sustainability reporting,
compared to just 36% of family-owned enterprised alose to 45% for both cooperatives
and companies owned by professional investors (KPROA1). State-owned companies are
the next highest reporters (57 percent), lifted lyp European countries such as the
Netherlands, Sweden and Denmark, where the poleydaites a high level of sustainability
reporting from these enterprises as a way of getigtter business practices. Similarly, just
under half of all cooperatives and slightly morarthhalf of foundation-owned companies

currently report sustainability.

The other generic standard is the AA1000 Accouri#biPrinciples Standards
(AAL1OOOAPS). These guidelines were issued in 1988 provide a framework for an
organisation to identify, prioritise and respondit® sustainability challenges. The AA1000
standard is an accountability standard that focumedsecuring the quality of social and
ethical accounting, auditing and reporting (Reysoldnd Yuthas, 2008). Given its
characteristics (principles-based approach, comiigti with other standards, etc.), the

AA1000 Series is increasingly adopted in big congsand specific industries.

Sustainability reporting has attracted considerabteention from the academic
community in recent years (Fifka and Drabble, 20C2)nsequently, there is a vast amount of
empirical studies (for example, see Gray et al95]1%uthrie & Parker, 1990; Adams et al.,
1998; Kolk et al., 2001; Adams, 2002; Kolk, 200802, 2008, 2010). According to Fifka
(2013), most have investigated the determinangusfainability reporting and have explored

whether internal factors (i.e., size, industry)eaternal factors (i.e., stakeholders pressures)
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have an influence on disclosure. The factors in blsiness literature that determine
sustainability reporting (as a voluntary disclogunelude the size, profitability, leverage and
industry of the firm. Thus, big companies are mdiely to disclose sustainability
information because they are more complex and #taekeholders require more information
(Fernandez—Feijoo—Souto et al.,, 2012; Andrikopoutosl Diakidis, 2007; Watts and
Zimmerman, 1978). For profitability, there is mixeddence found depending on the studies
considered. For example, Lev and Penman (1990jiidehthat profitable companies might
choose to disclose voluntarily. Leverage has bdsem associated with voluntary disclosure
because companies increase their voluntary dis@edo lower their cost of capital (Frankel
et al., 1995), and demand for information increaaedirm’s debt grows (Leftwich et al.,
1981). Finally, Fernandez—Feijoo—Souto et al. (30@@nd that the sector correlates with the

quality of sustainability reporting.

Moreover, some researches show that sustainabiakeholder engagement not only
has a positive effect on brand value, but it enbarthe company’s credibility (Torres et al.,
2012). Regarding consumers, positive beliefs irtasngbility are associated with a greater
likelihood of purchase and more loyalty to the campin the long term (Du, Bhattacharya
and Sen, 2007). The benefits of a proper sustdityattrategy also include positive effects on
employees and investors (Sen, Bhattacharya andcKams 2006).

2.2.Sustainability and cooperative banks

The sustainability literature on cooperatives hagetbped significantly in the last few
years and deals with a wide range of topics. Theeefa ‘Cooperative discourse’ on
sustainability exists, with special characteristic&ked to historical, social, economic and
political facts (Carrasco, 2007; Vargas and Vab&53.

The coincidence between the definition of sustdlitgb by the European
Commission’'s Green Paper (2001) and the coopesatipenciples adopted by the
International Cooperative Alliance (ICA) is cledrhe Statement on Cooperative Identity
(ICA, 1995) declares that cooperative members belim the ethical values of honesty,
openness, social responsibility and caring for ith€hree principles remind us explicitly of
matters relating to CSR. The fifth principle (ediima, formation and information) expresses
that cooperatives have to provide education torthmeembers. The sixth principle
(cooperation between cooperatives) says that cabpes serve their members and fortalice
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the cooperative movement by working in local, regip national and international structures.
The seventh principle (concern for community) sfpesithat cooperatives work for the
sustainable development of their communities. Tioeee the compromise of cooperatives
with the community, workers and the environmenhdsi it affirms the compromise with

sustainability) is clear (Carrasco, 2007).

From social economy, a cooperative bank is defiaeda business where profit
allocation criteria are not linked to capital anchere decision-making is democratic

(Defourny and Monzén, 1992).

According to the European Association of CoopeeatBanks (EACB) (2011),
cooperative banks play an important role in thariitial and economic system. With 4,000
locally operating banks and 65,000 offices, thegvesemore than 181 million customers,
represent 50 million members and 777,500 employa®s,have an average market share of
about 20%.

By means of their actions and with particular basgimodel, cooperative banks have
positioned sustainability at the core of their iilgn They help maintain employment
opportunities in remote regions and contribute targnteeing the livelihood of whole
communities. Given their specialised knowledgey thiee among the main providers of credit
of SMEs, farmers and fisheries. Likewise, they haveng-standing tradition of development
work in developing countries and they are engagindjrect development initiatives. Finally,

they take part in the life and development of th&tal communities (EACB, 2005).

The EACB (2011) notes that the global financiasisriof recent years has resulted in
increased interest in sustainable alternativeseNbeless, the challenge is to combine their
cooperative specificities with external standardd guidelines for sustainability in order to
preserve their contribution to more sustainableneodc and social development. The
financial sector plays a key role in promoting #tability of society, which is why many
Cooperative Groups’ reports have been implemenyethtiegrating sustainability reporting.
Most are prepared in obedience to the GRI sustdityabeporting guidelines, including

information required by the Global Compact.

In this line, we address the following researchstjoaes: Are European cooperative

banks especially active in sustainability reporinglow the crisis influenced on the
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sustainability reporting? Are there significantfeliences between cooperatives banks reports
and banks reports? What is the content of cooperaanks sustainability reports?

3. METHODOLOGY AND DATA

Several studies have examined the content andtyjudlisustainability reports. The
literature on corporate social, ethical and envmental reporting is ample and complete
(Gray et al., 1995; Mathews, 1997), and it usegerdgranalysis to collect data on disclosure
in annual reports (Guthrie and Mathews, 1985; Gaithnd Parker, 1990). Traditionally, this
method has been used to evaluate the extent dbslise of various items in annual reports of
listed companies (Gray et al., 1995; Guthrie andheas, 1985; Guthrie and Parker, 1990;
Zeghal and Ahmed, 1990). The literature tends pmmtethe level of disclosure of various
social and environmental elements. The disclostitkese elements has dominated the use of

content analysis (Guthrie & Abeysekera, 2006).

The banking industry is very sensitive to sustaiitgb Many financial institutions
cast a significant amount of sustainability-relateformation to different stakeholders.
Specifically, cooperative banks, as social econamsjitutions, have a special relationship
with sustainability. Given the lack of previous dis, we investigated the sustainability
reporting behaviour in European cooperative bahR&s this purpose, we employed the GRI's
Sustainability Disclosure Database to look for ficial entities disclosing a sustainability
report between 2000 and 2013, and we studied #reddr during this period. Then, we
analysed the format and the characteristics ofréperts presented in 2012 by organisation
type (bank or cooperative bank). Specifically, wecused on the type of report, the
application level and the status, the use of tlstossupplement and the use of the integrated
report. Furthermore, we analysed the reports coritem cooperative banks to know what
information they disclose about their sustainapilgractices. Finally, we explore the

communication channels used for disclosing thisrimfation.

As shown in Table 1, 170 entities from 25 differ&nutropean countries published a
report during the study period. Most companies w8panish (21.76%), followed at a
distance by Dutch, Swiss and German entities (8)82%ve differentiate per organisation
type, we find that 90% were banks, while 10% weoeperative banks. The first ones
belonged mostly to Spain (20.92%), Germany and Zéwdnd (9.15%). The second ones
were predominantly from Spain (29.41%), the Netredk and Austria (11.76%).
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Table 1 -Organisations per country and organisation type

Country Nubrgtr)]i; of % of banks coo’p\)lgrrgtti)\?er (t))fanks % of %(;?]izratlve Total | % of total
Andorra 1 0.65 0 0.00 1 0.59
Austria 7 4.58 2 11.76 9 5.29
Belgium 2 1.31 0 0.00 2 1.18
Bulgaria 1 0.65 0 0.00 1 0.59
Denmark 1 0.65 1 5.88 2 1.18
Finland 1 0.65 1 5.88 2 1.18
France 5 3.27 1 5.88 6 3.53
Germany 14 9.15 1 5.88 15 8.82
Greece 7 4.58 0 0.00 7 412
Hungary 7 4.58 1 5.88 8 4.71
Iceland 1 0.65 0 0.00 1 0.59
Italy 6 3.92 1 5.88 7 4.12
Luxembourg 1 0.65 0 0.00 1 0.59
Netherlands 13 8.50 2 11.76 15 8.82
Norway 2 1.31 0 0.00 2 1.18
Poland 4 2.61 0 0.00 4 2.35
Portugal 5 3.27 0 0.00 5 2.94
Romania 1 0.65 0 0.00 1 0.59
Russia 9 5.88 0 0.00 9 5.29
Slovak Republic 1 0.65 0 0.00 1 0.59
Spain 32 20.92 5 29.41 37 21.76
Sweden 10 6.54 0 0.00 10 5.88
Switzerland 14 9.15 1 5.88 15 8.82
Ukraine 1 0.65 0 0.00 1 0.59
United Kingdom 7 4.58 1 5.88 8 471
Total 153 100 17 100 170 100

Source: GRI's database (2014)

4. RESULTS
4.1. Evolution of sustainability reporting among European financial entities

As regards the number of sustainability reports)(S¥ found 719 reports published
from 2000 to 2013. Our data indicate that most ledsé reports belonged to Spanish
(25.59%), Dutch (12.24%), Swiss (8.90%) and Gerriabl1%) entities. If we turn our
attention to the diffusion dynamics of an organatype, cooperative banks published 62
reports, which represent 8.62% of the total. Theptidn of sustainability reporting by
cooperative banks was highest in the Netherlan@082), Spain (25.81%), Italy and
Denmark (9.68%). Banks disclosed 657 reports, wisid@1.38% of the total. In this case, the
first country per reports disclosed is Spain (2%%7The Netherlands (10.65%), Switzerland
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(9.59%) and Germany (7.61%) respectively occupysteond, third and fourth positions (see
Table 2).

Table 2 -Reports per country and organisation type

Country SR from % of SR SR from % of SR from Total | % of total
banks from banks | cooperative banks | cooperative banks

Andorra 3 0.46 0 0.00 3 0.42
Austria 31 4.72 3 4.84 34 4.73
Belgium 14 2.13 0 0.00 14 1.95
Bulgaria 2 0.30 0 0.00 2 0.28
Denmark 6 0.91 6 9.68 12 1.67
Finland 2 0.30 2 3.23 4 0.56
France 16 2.44 1 1.61 17 2.36
Germany 50 7.61 4 6.45 54 7.51
Greece 24 3.65 0 0.00 24 3.34
Hungary 26 3.96 2 3.23 28 3.89
Iceland 1 0.15 0 0.00 1 0.14
Italy 33 5.02 6 9.68 39 5.42
Luxembourg 9 1.37 0 0.00 9 1.25
Netherlands 70 10.65 18 29.03 8B 12.24
Norway 11 1.67 0 0.00 11 1.53
Poland 5 0.76 0 0.00 5 0.70
Portugal 24 3.65 0 0.00 24 3.34
Romania 2 0.30 0 0.00 2 0.28
Russia 24 3.65 0 0.00 24 3.34
Slovak Republic 5 0.76 0 0.00 5 0.70
Spain 168 25.57 16 25.81 184 25.59
Sweden 32 4.87 0 0.00 32 4.45
Switzerland 63 9.59 1 1.61 64 8.90
Ukraine 1 0.15 0 0.00 1 0.14
United Kingdom 35 5.33 3 4.84 38 5.29
Total 657 100 62 100 719 100

Source: GRI's database (2014)

In the next table, we see how the number of susbdity reports increased
significantly from 2000 to 2011. Between 2000 af02 only banks published sustainability
reports, and any cooperative bank disclosed theam@mic, social and environmental
performance during this period. As regards orgaioisaype, proportions are similar to the
period 2004-2013. From 2004, the number of repafrtoperative banks increased in one or
two reports each year until 2011, when the trendkeeé with 11 reports. Therefore,
cooperative banks joined sustainability discloslater than commercial banks but both
followed the same trend over the period and th& pé#he series came at the same time. The
disclosure of reports drastically dropped in thst lgears. Due to the financial crisis, the
banking sector has been vastly restructured am$etently, the number of financial entities

has lowered. Indeed a large number of entities loisappeared and new entities have been
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created. In absolute terms, this situation is nppomounced in the case of banks but, actually,
in relative terms, the number of banks’ reportsrel@sed by 6%, while the number of

cooperative banks’ reports went down by 18% in 2012

Table 3 -Reports evolution per organisation type

2000| 2001 | 2002| 2003| 2004 | 2005 2006 200y 2008 2009 2010 2011 2012 20i8alT

Banks 1 7 3 7 16 32 40 55 66) 7Q 8¢ 104 98 §9657
% of banks 100 | 100| 100/ 104 94.1201.43|90.91|90.16|91.67|89.74|91.75| 90.43| 91.59| 92.00| 91.38
Cooperative

banks 0 0 0 0 1 3 4 6 6 8 8 11 9 6| 62

% of cooperative

0 0 0 0 5.88/ 857 9.0 9.84 8.33 10{28.25| 9.57| 8.41 8.00 8.62
banks

Total 1 7 3 7 17 35 44 61 72 78 91 115 107 15719

Source: GRI's database (2014)

The next table summarises the evolution of sudbdiba reports per country.
According to Kolk, 2004; CSR Network, 2003; O’Dwyey Owen, 2005; and
CorporateRegister.com (2013), we found that the bmrmmof sustainability reports has
increased over the last years. This trend was matent in Spain, the country that achieved
the highest number of published reports, althoulnginet were no reports until 2003. The first
sustainability report was published in 2000 by adbuentity; while Finland was the latest
country in adopt this practice in 2012. In somentaas, the number of sustainability reports
has decreased since the beginning of the econaisis. GGarcia-Benau et al. (2013) said that
the number of sustainability reports of companmduded in the Spanish Stock Market
increased significantly with the crisis. On the estthand, we found that the decline in the
number of issued reports is more marked in Spahere disclosed reports went down by
100% between 2011 and 2012. This is due to theidmastructuring of the Spanish banking
system, especially as far as savings banks areeowent. This restructuring has been
underway since 2011. It has reduced the numbembfies, has diminished the sector’s
capacity (branches and employees) and has transfiorsavings banks (non-profit
organisations) into commercial banks (joint stock$) (Bank of Spain, 2012). Specifically,
the number of cooperative banks amounted to 74ienat the end of 2011 went down to 68
at the end of 2012, owing to several integratiomcpsses in the credit cooperative sector. In
fact, 31 of them are integrated into three cooparagroups (UNACC, 2012). In other
European countries, this trend is not as pronounicesbme countries, the number of reports
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Is stable (i.e. Luxembourg, Finland, Hungary, Betgior Denmark). In other countries, the

trend is upward (i.e. Sweden or Poland).

Table 4 -Reports evolution per country

2000| 2001| 2002| 2003| 2004 | 2005| 2006| 2007| 2008| 2009| 2010| 2011| 2012| 2013| Total
Spain 0 0 0 3 6 14 21 24 2y 26 25 22 11 5184
Netherlands 1 3 2 1 6 6 7 6 1 @ ) 11 13 1088
Switzerland 0 0 0 0 1 2 3 3 4 5 1p 11 15 1064
Germany 0 0 0 1 1 3 1 4 4 5 § 12 ) 6 54
Italy 0 2 0 1 1 2 1 4 4 4 4 6 6| 4 39
United Kingdom| 0 0 1 0 1 2 4 3 6 5 5 5 4 2 38
Austria 0 0 0 0 1 1 0 3 3 2 4 9 6 5 34
Sweden 0 1 0 0 0 0 0 0 (0 4 g 3 ] B 32
Hungary 0 0 0 0 0 0 0 2 2 5 (¢ 5 4 4 28
Greece 0 0 0 0 0 0 0 0 2 4 3 5 ] 4 24
Portugal 0 0 0 0 0 1 0 1 3 3 4 4 5 B 24
Russia 0 0 0 0 0 0 1 2 1 Q . G / 5 24
France 0 1 0 1 0 1 2 3 2 1 Y. 1 P 1 17
Belgium 0 0 0 0 0 1 2 2 2 1 2 2 1 1 14
Denmark 0 0 0 0 0 0 0 1 1 2 2 2 2 P 12
Norway 0 0 0 0 0 1 1 2 1 0 2 2 2 0 11
Luxembourg 0 0 0 0 0 1 1 1 1 1 1 1 L 1 9
Poland 0 0 0 0 0 0 0 0 0 1 1 q 1 P 5
Slovak Republic 0 0 0 0 0 0 0 0 1 ] 1 L il 05
Finland 0 0 0 0 0 0 0 0 0 0 0 y. 2 4
Others* 0 0 0 0 0 0 0 0 1 2 1 3 0 9
Total 1 7 3 7 17| 35| 44| 61 72 78 97 115 1p7 Y5 719

*Others: Andorra, Bulgaria, Romania, Iceland, Ukraine

Source: GRI's database
4.2.Analysis of sustainability reports

In 2012, only 107 European financial entities psiid a sustainability report, as
revealed in Table 5. It represents 1.3% of all [paem credit institutions, reaching the figure
of 8,060 entities, according to European Bankinglefation (2012). The country that
disclosed more reports was Switzerland (14.02%pvied by the Netherlands (12.15 %) and
Spain (10.28%). If we differentiate per organisatigpe, 91.59% of these reports were from
banks and 8.41% from cooperative banks. In the $iasdse, Switzerland occupied the first
position in sustainability reporting (14.29%), fmMled by the Netherlands (11.22%), Spain
(9.18%) and Germany (8.16%). In the cooperativekbanase, sustainability reports were
more frequents in the Netherlands and Spain (22)22#iile the rest of reports were from

Denmark, Finland, Germany, Italy and Switzerlantl 11%).
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Table 5 -Reports per country and organisation type

Country SR from| % of SR SR f_rom % of SR from Total | % of total
banks | from banks | cooperative banks| cooperative banks

Austria 6 6.12 0 0.00 6 5.61
Belgium 1 1.02 0 0.00 1 0.93
Bulgaria 1 1.02 0 0.00 1 0.93
Denmark 1 1.02 1 11.11 2 1.87
Finland 1 1.02 1 11.11 2 1.87
France 2 2.04 0 0.00 2 1.87
Germany 8 8.16 1 11.11 9 8.41
Greece 6 6.12 0 0.00 6 5.61
Hungary 4 4.08 0 0.00 4 3.74
Iceland 1 1.02 0 0.00 1 0.93
Italy 5 5.10 1 11.11 6 5.61
Luxembourg 1 1.02 0 0.00 1 0.93
Netherlands 11 11.22 2 22.22 13 12.15
Norway 2 2.04 0 0.00 2 1.87
Poland 1 1.02 0 0.00 1 0.93
Portugal 5 5.10 0 0.00 5 4.67
Russian Federation 7 7.14 0 0.00 7 6.54
Slovak Republic 1 1.02 0 0.00 1 0.93
Spain 9 9.18 2 22.22 11 10.28
Sweden 6 6.12 0 0.00 6 5.61
Switzerland 14 14.29 1 11.11 15 14.02
Ukraine 1 1.02 0 0.00 1 0.93
United Kingdom 4 4.08 0 0.00 4 3.74
Total 98 100 9 100 107 100

Source: GRI's database (2014)

Focusing on the type of report, we made a distinctamong four categories,
following the classification that we found into t&&RI's database. In 2012, 62.62% of entities
prepared their reports according to the versiondé3he GRI Guidelines, while 29.9%
applied the version G3.1. If we differentiate pegamisation type, 64.3% of banks followed
the version G3, while 55.6% of cooperative bankeduke version G3.1. Per type of report,
94% of sustainability reports written accordingthe version G3 belonged to banks and 6%
to cooperative banks; 84.4% of reports based orvéingion G3.1 were from banks, while
15.6% were from cooperative banks. Only banks ptesesustainability reports referring or
not following the GRI Guidelines (see Table 6).idtnot possible to affirm whether the
differences between both groups are significanabse 50.0% of cells have expected count
less than 5 and it means that the Chi-Square lestsreliability. However, it is noticeable

that cooperatives stand out in the use of thetlataadard (G3.1).
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Table 6-Type of report

Crosstab
Type of report
Non - GRI| GRI - Referenced GRI - G3| GRI - G3.1| Total

Organisatior Bank Count 6 2 63 27 98
Type % within Type of report 100.0% 100.0% 94.0% 84.4%| 91.6%
Cooperative Count 0 0 4 5 9

bank % within Type of report 0% 0% 6.0% 15.6%| 8.4%

Total Count 6 2 67 32 107
% within Type of report 100.0% .100.0%| 100.0% 100.0%| 100.0%

Source: GRI's database (2014)

After finishing the sustainability report, compasideclare the level to which they
have applied the GRI Reporting Framework. They daolare three levels (A, B or C),
depending on the elements included into the repgach level reflects an increasing
application or coverage. Moreover, if companies exdernal assurance, they can self-declare
a “plus” (GRI, 2006, 2011). According to our datae entities adopted mostly the level A+. It
was declared by 37.4% of entities (37/99), 89.2%tha&fm were banks and 10.8% were
cooperative banks. The level B was adopted by 21oP%rms (21/99), 95.2% were banks
and 4.8% were cooperative banks. Among banks, thet adopted level was the A+ (36.7%),
followed by the level B (22.2%) and the level B88%). As regards to cooperative banks,
they declared mainly the level A+ (44.4%), followgthe level C (22.2%). Levels A and B+
were only adopted by banks (see Table 7). In thsecit is also unviable to say whether
differences per organisation type are significagtause 57.1% of cells have expected count
less than 5 and, therefore, the Chi-Square testaarreliable. Nevertheless, we can point out
that cooperative banks lead the application of tfeximum level (A+), including all the
elements of the GRI Guidelines into the sustaittgh#port.

Table 7 -Application level

Crosstab
Application level
Undeclared C C+ B B+ A A+ Total
Organisation Bank Count 5 5 5 20 17 5 33 90
type % within 83.3%| 71.4%| 83.3%| 95.2%| 100.0%| 100.0%| 89.2%| 90.9%
Application level
Cooperative Count 1 2 1 1 0 0 4 9
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bank % within 16.7%| 28.6%| 16.7% 4.8% .0% .0%| 10.8% 9.1%
Application level
Total Count 6 7 6 21 17 5 37 99
% within 100.0%| 100.0] 100.0%| 100.0%| 100.0%| 100.0%| 100.0%| 100.0%
Application level %

Source: GRI's database (2014)

In addition to self-declaration, reporting orgatisas can choose to have an assurance
provider in order to offer an opinion on self-dealfon or to request that the GRI checks the
self-declaration (GRI, 2006, 2011). Table 8 shola 85.5% (38/107) of companies chose
the GRI to check their reports, 86.8% of them weeks and 13.2% were cooperative banks.
The third-party-checked option was chosen by 21@%ntities, specifically 91.3% were
banks and 8.7% were cooperative banks. The resntities did not choose any external
organisation to check the self-declaration. Becaig®.0% of cells have expected count less
than 5, significant differences between groups oare proved. Though, both banks and
cooperative banks preferred the GRI-checked altema

Table 8 -Status

Crosstab
Status
Undeclared| Self-declared| GRI-checked| Third-party-checked Total

Organisation Bank Count 13 31 33 21 98
type % within Status 92.9% 96.9% 86.8% 91.3%| 91.6%
Cooperative Count 1 1 5 2 9

bank % within Status 7.1% 3.1% 13.2% 8.7%| 8.4%

Total Count 14 32 38 23 107
% within Status 100.0% 100.0% 100.0% 100.0%]| 100.0%

Source: GRI's database (2014)

Sector Supplementsomplement guidelines with interpretations and gog as to
how to apply them in a particular sector, and tleglude sector-specific performance
indicators (GRI, 2006, 2011). Data presented iret&brevealed that most entities (83.8%)
applied the Financial Services Sector Suppleme88§) to elaborate their reports. Among
these, 90.4% were banks and 9.6% were cooperadivksb Only 13.1% of entities did not
use the FSSS and only in the case of some bamkd epplicable the use of the supplement.
As we told previously, we cannot prove significadifferences between banks and

cooperative banks because 50.0% of cells have tageount less than 5 and it means that
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the Chi-Square tests lose reliability. But, in gaheall entities applied the specifications from

the supplement.

Table 9 -Sector Supplement

Crosstab
Sector supplement
Not applicable| Not used FSSS Total

Organisation Bank Count 3 12 75 90
type % within Sector supplement 100.0%| 92.3% 90.4%| 90.9%
Cooperative Count 0 1 8 9

bank % within Sector supplement 0% 7.7% 9.6%| 9.1%

Total Count 3 13 83 99
% within Sector supplement 100.0%| 100.0% 100.0%| 100.0%

Source: GRI's database (2014)

In recent years, a selected number of companies $tavted to integrate sustainability
reporting into annual reports. Regulatory and otfegrorting initiatives are embracing the
concept of integrated reporting (KPMG, 2010). Qfthé reports published in 2012, 23.3%
are integrated. Specifically, 87.5% of them belahge banks, while 12.5% belonged to
cooperative banks. Both banks and cooperative bangsly presented not integrated reports,
as we can see in the next table. However, the perge of cooperative banks presenting an
integrated report is higher than the percentagbariks (33.3% vs. 22.3% respectively),
although, we cannot confirm whether there are Smgmt differences between groups
because 25.0% of cells have expected count less3hand that means a loss of the Chi-

Square tests’ reliability, like in previous cases.

Table 10 -Integrated reports

Crosstab
Integrated
Not integrated| Integrated| Total

Organisation type Bank Count 73 21 94
% within Integrated 92,4% 87,5%| 91,3%

Cooperative bank Count 6 3 9

% within Integrated 7,6% 12,5% 8,7%

Total Count 79 24 103
% within Integrated 100,0% 100,0%| 100,0%

Source: GRI's database (2014)
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4.3. Sustainability reports of cooperative banks

If we pay attention to cooperative banks, only Sttegm disclosed a sustainability

report in 2012. In table 11, we present theseieasténd summarise their characteristics. They

are Caja Laboral and Cajamar Caja Rural from Sgaih,Bank from Germany, Nykredit

from Denmark, OP-Pohjola Group from Finland, Ralmdand SNS Reeal Groep from the

Netherlands, Raiffeisen Schweiz from Switzerland &Bl Banca from ltaly. In order to

identify which information they disclose about theustainability, we analysed their reports.

We also investigated about the communication cHanrsed to disclose this information.

Table 11 -Sample description

Name Caja Cajamar DZ Bank Nykredit OP-Pohjola Rabobank Ralffels_en SNS Reaal UBI Banca
Laboral Group Schweiz Groep
Country Spain Spain Germany Denmark Finland Netherlgrisisitzerland| Netherlands| lItaly
Size Large Large Large Large Large Large Large Large gear
(Té’tmai'lﬁ‘js)ets 20,840 30,192 245412 | 187,364 | 92,287 731,664 108,94 132,174 129,804
ROA (%) n.a. 0.09 n.a. 0.10 0.49 0.38 n.a. n.a. n.a.
ROE (%) n.a. n.a. n.a. 2.0 6.50 7.6 6.2 1.7 n.a.
Listed / Non-listed | Non-listed Non-listed | Listed Non-listed  Non-listed Non-listed | Non-listed | Listed Listed
Type of report GRI - G3 GRI-G3.1] GRI-G3 GRI-G3.l GRI-G3 GRG3 GRI-G3.1| GRI-G3.1| GRI-G3.1L
Application Level | A+ A+ Undeclared| C B A+ C C+ A+
Third-party- | GRI- GRI- GRI- GRI- GRI- Third-party- | Self-
Status checked checked Undeclared checked checked checked checked checked declared
FSSS Yes Yes Yes No Yes Yes Yes Yes Yes
Integrated report | Yes No No No No Yes No Yes No

Source: EACB (2012), GRI's database (2014), codpardanks’ sustainability reports (2012)

By means of sustainability reports, companies dgeltheir economic, environmental

and social performance. Overall findings indicdtat ttooperative banks provide information
on all issues, but the most communicated ones @mlsissues. That could be possible

because of their social character and their stemggigement with their stakeholders.

In accordance with de la Cuesta-Gonzalez et aD@R@®mployees seem to be a very
important group and cooperative banks try to satiséir demands by means of policies on
increasing safety and stability in the workplaceyealoping training and participation, and
ensuring equal opportunities. With regard to woakpl climate, entities report about issues
like profits and salaries, training and career tgw®ent, equal opportunities and work

conditions, as noted lllia et al. (2010).
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Another highly relevant group is customers. Custosgstainability management
means managing product quality or searching fotoomer satisfaction and loyalty, as noted
de la Cuesta-Gonzélez et al. (2006). Thus, coaperbainks launch products that guarantee
security and satisfaction for their clients. Foraewle, UBI Banca developed the Pricing
Excellence project in 2011, to achieve at the same higher revenues and greater customer
satisfaction through better management of prices.

In line with EACB (2005, 2011), cooperative banksé strong links to SMEs, and to
the agri-food and fishing industries. On the onedhdheir knowledge about the local context
allows them to propose products adapted to thesnektheir SME customers. On the other
hand, many of them, such as the Raiffeisen banleynfi@ny, Austria, the Netherlands,
Luxembourg, Finland, etc.) or Cajas Rurales (Spae born from farm cooperatives, and

consequently, they are specialised in these péatitypes of business.

Otherwise, they supply ethicahd socially responsible investment instrument$ sisc
ethical funds, socially responsible funds and sgwimccount products. Similarly with
microfinance, they support the economic reintegrabf vulnerable population segments. It
encourages self-employment and private sectoratné, and contributes to the stability of

economy and society.

In addition, cooperative banks are strongly conmeditb international cooperation and
development work. Nearly all national cooperativanking organisations have specialised
institutions (associations, foundations, independb@mks or consultancies) that are active in

setting up cooperative banking networks throughioetdeveloping world.

Moreover, these entities exercise numerous insgatifor economic, social and
cultural development, and for the cohesion of thaial communities. They use part of their
proceeds to support actions, which often rely @envibluntary involvement of staff members.
Most of these activities are undertaken by localpevative banks at a local level, as they
know their communities’ needs and customs. Thdividies are usually channelled through
foundations and they are actively involved in thevelopment of social and economic

projects.

For example, for many years DZ Bank has providedricial support to Aktive

Bilrgerschaft, an association that promotes the long-term dgwakent of citizenship
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activities and charitable organizations. OP-Pohjslaone of the largest corporate bodies
financing Finish universities.

Furthermore, cooperative banks organise events asidponsors in youth activities,
sports, culture and local art venues. They are stisngly engaged in promoting the social
involvement of individuals in society in particula®n the one hand, as is the case for
development activities in third countries, emplaye®e usually given the opportunity to
participate benevolently in projects. On the oth@nd, some member organisations have set

up platforms that inform customers and citizensualnoeans to become socially active.

In relation to good governance, cooperative barskela code of ethics that workers
sign for the purpose of ensuring the highest statsdaf social responsibility. In this case, it
specifies ethical conduct, and the rights and dutfemanagement and employees. Rabobank
Group sets itself high standards for the way ilsl@ath customers, partners, employees and
society in general. These standards are reflectdie Rabobank Group Code of Conduct.

They also have a bribery and corruption policy.

Finally, with regard to communication channels, memative banks report their
sustainability mainly through their corporate wédsHowever, they use increasingly Web
2.0 and they are present in several social netwdréble 7 reveals that cooperative banks
with higher presence in social networks are Cajaokal, Cajamar, DZ Bank, Rabobank, SNS
Reeal Groep and UBI Banca, and the social netwsdd by all companies is Facebook.

Moreover, it should be noted that they have corgdnébgs on sustainability issues.

Table 12 -Cooperative banks in social networks

Name !; |G | m
Caja Laboral Yes Yes Yes Yes
Cajamar Caja Rural Yes Yes Yes Yes
DZ Bank Yes Yes Yes Yes
Nykredit Yes Yes No Yes
OP-Pohjola Group Yes No Yes Yes
Rabobank Yes Yes Yes Yes
Raiffeisen Schweiz Yes Yes No No
SNS Reeal Groep Yes Yes Yes Yes
UBI Banca Yes Yes Yes Yes

Source: Social networks (2013)
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5. CONCLUSIONS

As noted in the literature review, the historicetonomic and ideological nature of
cooperative banks allows them to link their objessi with the sustainability definition.
Consequently, it is hypothesised that these featwidl translate into more and better

information about their sustainability.

Findings illustrate that 170 European financiaitezg published a report from 2000 to
2013. The leader country on sustainability repgréatcross these years was Spain, followed
by the Netherlands and Switzerland. Specifically,38% of the reports belonged to banks

and 8.62% to cooperative banks.

The number of sustainability reports increased f&0 until 2011. The results show
the later incorporation of European cooperative kbamto sustainability disclosure as
compared to banks. This seems a consequence pttmservative nature, their proximity to
customers and the use of informal communicationncls. In addition, a rise of the
'sustainability crisis' in issuing sustainabiligports (due to the impact of the economic crisis
on management priorities) took place in 2012. Diegpie social nature of cooperative banks,
the decline in the number of published reports @emmarked than in the case of banks,
although the proportion of published reports forthb@ooperative banks and banks is

maintained.

In 2012, 8.41% (9/107) of sustainability reportgevpublished by cooperative banks.
It shows how very few cooperative banks disclogar thustainability information in relation
to their weight in the European banking market. idoevr, this weight is very heterogeneous
depending on the country. Thus, for example, thegmeage of cooperative bank reports is
much higher than their market share (accordingAGE data in 2011) in the case of Spanish,
Swiss and Danish entities, and is lower in the Bated German cases. In short, although the
number of sustainability reports is apparently Ithveg conclusion must be qualified because it
responds to the weight of cooperative banks irBin®pean market and, in some cases, even

improves it.

Regarding the characteristics of 2012 sustaingbikports, most entities used the
version G3 of the GRI Guidelines to prepare theports. However, if we differentiate per
organisation type, banks preferred this version eooperative banks applied mostly the
version G3.1. In relation to application level, gitees are very heterogeneous, that means
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there are many differences on the number of indisahat they report, but the most declared
level is A+. In relation to status, the majorityosie the GRI to check their reports. Almost all
of them applied the specific Sector Supplement tey largely presented not integrated
reports. It is not possible to affirm whether th#fedences between banks and cooperative
banks are significant because several cells hapeotad count less than 5 and it means that
the Chi-Square tests lose reliability. Howeverralation to private banks, cooperative banks

stand out in the use of latest standards, besicapiph levels and integrated reporting.

As regards to the content, cooperative banks peowidre social information than that
of an economic or environmental type. The most faprontents are usually related to local
development, financial inclusion, ethical investisercultural activities, etc. This bias seems

to stem from their traditional social action, oftexked to education funds.

Finally, concerning to communication channels, @apve banks have a strong
presence on the Web 2.0 and all of them use saoeftaorks (especially Facebook). Caja
Laboral, Cajamar, Rabobank and DZ Bank have a pigisence in social networks, and

besides, they have corporate blogs on sustainatsifities.

On the basis of our descriptive analysis, coopegdianks should to engage more with
sustainability disclosure. Investing in sustain@piteporting is a way to obtain legitimacy
among the stakeholders, to enhance the reputatidricagain competitive advantage. In the
current situation, disclosing information abouttausability could help to reinforce the trust
and credibility. Cooperative banks, as a sociaheowy institution, have a special relationship
with sustainability. This relationship may represamwaluable asset for business development
only if they are able to provide greater credipiland trust in society and if there is an

effective dialogue with stakeholders.

Given the small sample of standardised cooperdtargk sustainability reports, this
exploratory study should continue to set more djgegoals to learn about the financial,
human, organisational and corporate governancergsathat determine the communication

of sustainability in cooperative banks as a whole.
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