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1. 

Firms have fully understood the benefits of accommodating their communication 
strategy to the increasing demands of society as regards business ethics and 

reports is bigger and bigger, and their discourse is not only about pious intentions 
but also about implementation. Similarly, scholars try to apprehend this reality 

increasingly difficult to differentiate between firms that are sincerely engaged in 
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four types of financial institution, the main objective is to see if there is a difference 
between, on the one hand, what the banks say

do

involves a substantial change in the business model. Is that necessarily the 
future of ethical approaches to business? Should it be the same for all types of 
firms? A debate will be opened. In the meanwhile, an analysis of the banking 
industry shows that only a few institutions are ready to take a step forward in this  
direction.

to be socially, environmentally and economically committed to the philosophy of 

will show that, beyond outward similarities, there are two major types of banking 

what they 
say

what they do.

financial information shows that, in their banking practice, they go far beyond 
other banks in the objective of socially responsible finance.

after these few introductory words, the following section will set up the theoretical 

analyze the main features of mainstream banking. Finally, section five will show 
the contours of alternative banking and its consequences. 

2. 

manufacturing plants on our doorsteps, have laid the foundations of growing 
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community awareness as regards environmental issues. Similarly, accounting 

cannot be envisaged any more as a passive spectator of what happens around them, 

not only in the managers’ way of thinking but also in the theoretical framework 
that describes the relationship between firms and society.

governance demand that a firm’s board of directors also consider the interests of 

note that at the beginning of the modern industrial era scholars did not see any 

welfare. Adam Smith in particular made it utterly clear that, through the “invisible 

of resources and, therefore, it will result in the greatest utility for the whole society 

Adam Smith rarely matched reality made this apparent convergence of interests 
collapse. Accordingly, the role and nature of the corporation as regards society 

by Milton Friedman’s famous article 

would be considered a waste of resources and would weaken the competitive power 

any social cause he may choose, at the corporate level the firm has no competence 

responsibility of business organizations, but of governments. 

corporations as economic institutions acting not only in a given marketplace, but 
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helped to personalize the so far vague notion of social responsibilities. It was 

governmental body with the authority to monitor the activity of transnational 
companies, attention was shifted from social responsibility to social responsiveness. 

empirical evidence put forward still remains inconclusive. A growing number of 

are generally rewarded with better financial results. Reputation always being an 

It should be noted that the whole issue is affected by various methodological 
problems. For instance, there is little agreement among researchers as regards the 

fact, in turn, raises questions of data reliability and comparability across studies 

enhancing its reputation and legitimacy and, ultimately, creating new competitive 
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related to sustainability, the proliferation of social ratings and environmental  
standards, etc.

primacy advocates and social welfare theorists, initially conveyed by authors 

modification in the notion of what really constitutes shareholder wealth has led 
many contemporary scholars to believe that one can keep profit seeking as the 

conflict between shareholder value and social responsibility can now be finally 

enlightened form, social and environmental responsibilities are considered as 
legitimate means to the end of shareholder benefits. Somehow, the message is 

previously opposing perspectives is not without recalling the harmonious vision of 
society proposed by Adam Smith.

guidance for managers’ decisions where a tradeoff between competing stakeholder 

modern corporations are seen as a set of contracting relationships among individuals 

is now unanimously banished from the business vocabulary, there is still much 

form as a way to reconcile firms and society might seem at a glance a good idea, 

to believe. Friedman himself noted, on an interview reported by Joel Bakan, that 
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3. METHODOLOGY

Before going through the analysis, it first seems appropriate to clarify the 
methodology. In this regard, it has already been said that the main objective of 
this paper is to study how the banking industry conceives their business activities 

by taking into consideration two different types of variables, which in turn are 

 What they say. – 

then be compared with their practices for implementation. As a guiding tool, 

pointed out by the author himself, this methodological framework has at least 
the advantage of being easy to apply to the different banks and hence gives us 

perspective.
 What they do. –

how banks are committed to sustainable finance is ultimately reflected in their 

reasons justify this choice. First of all, Germany is a country with a fairly diversified 

in Bochum. It should also be noted that Germany is one of the few countries 
where a sizeable group of savings banks with a distinct business model have been 

ethical banking had already been compared with commercial and cooperative 

given here to this group in the comparative analysis with ethical banks. Finally, 

 
itself.
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categories, a study of some concrete financial institutions will be proposed. Let it 

institutions of the other baking categories seemed then the most appropriate in 

mutually reinforcing as regards the main hypothesis and the final conclusions.

4. 

initiatives are indeed addressed to these matters. In terms of the environment, 
for instance, many banks would put forward their commitment to reducing 
their consumption of electricity by using energy efficient bulbs or their efforts 
in recycling paper from photocopies. Active employee travel policies with respect 

concern the direct impact of banks on the planet and society. Most of them are fairly 

more critical, though less visible, is the indirect impact of banks through the clients 

environmental and social responsibility largely shifted from the heavy industry to 

environmental and social risk related to project financing. Another important 
tool used by banks for complying with the demand of social and environmental 
accountability, but which now falls within the investment domain, is Socially 
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recent success of concepts such as business ethics and socially responsible finance 

means of different devices adapted to the financial domain. Some of the most 

Deutsche 
Bank Baden 

Baden

Landesbank 
Baden-

Würtenmberg

GLS 
Bank

 1. Sustainability report 1 1 1 1

 0 0 0 0

 1 0 1 1

 0 1 0 0

 1 0 0 1

 1 0 0 0

 
management

0 1 1 1

 
management

1 0 1 0

 1 1 1 1

10. Supply chain management 1 0 1 0

11.  Quantitative environmental 
targets

1 0 1 0

performance
1 1 1 1

loans
1 1 1 1

1 1 1 1

1 0 1 1

1 0 1 0



Problems and Opinions

73

Deutsche 
Bank Baden 

Baden

Landesbank 
Baden-

Würtenmberg

GLS 
Bank

17.  Socially responsible investing 1 1 1 1

0 1 0 1

19. Sustainable financing 1 1 1 1

1 0 0 0

services
1 0 1 1

0 0 1 1

1 0 1 1

1 1 0 0

1 1 0 0

1 1 1 1

1 1 1 1

0 1 0 1

1 1 1 1

Total 23 16 21 19

and a separate web site is devoted to their corporate responsibility, whereas the 
Nachhaltigkeitsbilanz
report. More generally speaking, commercial banks are normally very good in 

many cases there is a gap between what the banks say and what they actually do 
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It is indeed fairly easy for a bank to announce its commitment to responsible 
finance as a primary goal of their overall strategy. It suffices to issue a certain 
number of ethical funds, to devote some money to social patronage, to promote 

to international principles which do not compromise the core of the business, and 

Shaping the Future of 
Sustainable Finance
mentioned initiatives are no guarantee of sincere commitment. After reviewing 

world, their conclusions are not very promising. It seems that banks are adopting 
an environmental rhetoric with little commitment to changing their performance. 

international standards.

Bank has repeatedly given credit facilities to various producers of this weapon, like 

the controversial mining techniques of the American company Freeport McMoran, 

regime violating the human rights of its citizens. And yet, the German institution 

have tried to satisfy the customer’s simultaneous demand for profitability and 

can only be engaged in the idea of sustainable finance in a rather superficial 
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range of ethical funds and do have a number of credit lines especially devoted to 
environmental or social issues. But their general strategy has not changed. In their 
mind, the development of these new products must nonetheless serve the main 

the environment is now in fashion, commercial banks have used this tendency to 
win new clients and to cover a new demand, and thus make still more profit.

banking practice as reflected in their financial statements. So moving from theory 
to practice, we will first analyze the balance sheet, the income statement and the 

interbank operations, loans, financial participations and reserves. All figures 

total liabilities. 
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Germany
41

49

Savings 14 14 = Assets

Focusing initially on the category of commercial banks, the first thing to notice 

characteristic of commercial banks. A similar reasoning actually applies to the 
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means that, when compared with their universal and cooperatives peers, savings 
banks are more focused on collecting deposits. 

capital from global financial markets is the core activity for this type of financial 

rather than focusing in the speculative operations of artificial secondary financial 
markets, the main activity of savings banks is concentrated on the traditional 

their historical mission, savings banks are the champions of German retail banking. 

sheet is very much in line with the previous argumentation. As can be seen in 

assets in the case of commercial banks and four times in the case of cooperative 

their financial transactions are more reduced and their core business is still locally 

the value of the total assets. 
All these facts seem to draw a panorama of the German banking industry 

mainstream business model.

5. RAISON D’ÊTRE

that cooperative banks do not play anymore. Schulze’s and Raiffeisen’s original 

meet a segment of the population’s needs and aspirations. Similarly, ethical banks 

policies which are not followed by facts.
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shows that, in this regard, ethical banks are less performing than commercial 

ethical banks prefer to focus on the real impact of their banking activities. 

customers’ simultaneous demand of increasing financial returns on the one hand, 
and greater ethical, social and environmental involvement on the other. In the face 
of such a conflicting dilemma, commercial banks have clearly taken up a stance in 

mimetic isomorphism, cooperative banks are increasingly making similar kinds 

whose activities in the palm oil business are clearing tropical forests and destroying 

Beyond the pious words of moral declarations, ethical banks are the only 
financial institution to put profits at the service of ethics not just in theory but also 

financial performance. Social and environmental returns should also be taken into 
consideration. In other words, ethical banks integrate ethics within their whole 

profit margins if this is compensated by further social or environmental added 
value. It would not be surprising, for instance, that they accept working with lower 
levels of financial collateral or higher monitoring costs if the project they finance is 
worth it in social or environmental terms. For ethical banks, this leading principle 

In more precise terms, one of the most outstanding facts that make ethical banks 
different from other banking institutions is that they usually refuse to participate 
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can occasionally hold financial products until maturity to cover potential liquidity 
needs, but unlike their traditional counterparts, their participation in the stock 

operations.
As a result, ethical banks concentrate their activities on retail banking. In 

this regard, ethical banks privilege the social, ethical or environmental dimension 
of the projects they finance. So, unlike traditional banks, whose lending policies 

given to projects in areas such as social and ecological housing, organic farming, 

ethical banks are ready to take higher risks and accept funding certain projects 
which have been previously refused by traditional banks. More generally speaking, 
ethical banks encourage solidarity between depositors and borrowers to enable 
loans at reduced interest rates for projects which are worthy in social, ethical or 

are counterbalanced by the general policy of focusing their activities at the local 
or regional level. It is because they know very well the region, the projects and the 
people they finance that social banks are ready to take higher risks. Very much like 
the original cooperative movement in the 19th century, this is entirely consistent 
with their community involvement.

All these characteristics shape a distinct business model, which is ultimately 

of applying our analytical grid to the case of GLS Bank. If we make a comparison 
with the other two banks, one may immediately notice that, like cooperative banks, 

activities. As far as the financial transactions are concerned, one can easily observe 

financial institutions, the participation of GLS bank in the global financial market 
is negligible. 

in the same manner as others banks do. If a final piece of evidence were necessary, 

products contracted by GLS Bank to hedge the institution against different kinds 
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the income resulting from their trading activities. In this regard, graph 1 show 
how the financial part of the operating income in case of the top five German 

Großbanken
macroeconomic situation. Quite the opposite, the negligible participation of ethical 
banks in trading activities makes this type of institution very stable through time, 

Table 3. Balance Sheet Structure: Deutsche Bank and GLS Bank (2011)

Assets Liability
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Bank 10 17 47

Landesbank 
Baden 

17 40 9 = Assets

GLS 1 7 0 7

Figure 1.  Net result from trading portfolio as a percentage of operating 
income
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Leaving aside big commercial banks, the comparison of ethical banks with 
savings banks deserves particular attention. As already mentioned, both types 

both are also governed by a broader objective function than being merely profit or 

financial institutions, savings banks focusing mostly in the dimension of financial 

And yet savings banks and ethical banks are not at all the same type of financial 

includes a significant part of operations in the financial market. In Germany, this 

trading activities is not comparable with that of big universal banks, but it is still 

types of banks, but it is still quite substantial, especially if compared with that of 

Landesbanken 
the financial turmoil associated with the subprime crisis. 

banks are indeed different from their cooperative and commercial peers, but still 

what really matters is not how banks use and distribute their profits, but rather 
how they earn their money, ethical banks represent an alternative distinct model 
to mainstream banking.

6. 

to compete in the same marketplace, but they are not essentially the same kind 

deeply and sincerely committed to the perspective of responsible finance. But as 
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to other segments of banks. In any event, financial pluralism is reinforced and, 

is in terms of size, ownership, and business structure, the smaller is the systemic 

banks, even if, ultimately, it is up to customers to decide the sense they want to 
give to their money.

Abstract

institution, the main objective is to see if there is a difference between what the 

the banks business model. An analysis of the banking industry shows that only 
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