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Executive summary
Subject: This report provides an analysis of the case of the first Italian ethical bank; specifically, this work discusses the responsible management practices that characterize and distinguish its strategy from the other banks.

Methodology: Methods of approach to the subject take into account the “triple responsibility” of businesses, not only towards the shareholders, but also towards society and environment in general, so I have analysed the bank's mission, the governance, the operations and the accounting following this perspective.
Results: Results of the analysis demonstrate that the bank follows the principles of business ethics, it contributes in implementing the UN Global Compact Principles and it can be considered as a successful case of responsible management.
Recommendations: Hence, this bank can be a positive example for other banks and it can be a concrete alternative to the traditional mainstream businesses.

1. Introduction
In a context shaped by the new challenges brought by globalization and the perceived trade-off between economic efficiency and social well-being (Porter and Kramer, 2011), the concepts of “business ethics” and “sustainability” have become relevant in the economic debate, referring to the issues of “right” and “wrong” that come to light in business decisions and to the long-term maintenance and viability of the Earth system (Crane and Matten, 2010). Elkington (1998) introduces the notion of “triple bottom line” to frame the concept of sustainability as a strategy and a goal for business, and Carrol (2008) speaks about corporate social responsibility: businesses do not have the single goal to produce economic value, but they also have to take into account their consequences on the environment and the society; there are increasing ethical and social expectations placed upon firms, that are accountable not only to their shareholders, but to the plurality of stakeholders involved in the economic activity. 
In this context, in 2000s the United Nations launched the UN Global Compact, that is one of the largest initiatives in the world regarding sustainability and corporate social responsibility: on one hand, it is a call to companies to align their operations with universal principles on human rights, labour, environment and anti-corruption (UN Global Compact, 2014), and on the other hand it also aims at transforming management education by providing the Principles for Responsible Management Education (UN Global Compact, 2007); the final purpose is to achieve the Sustainable Development Goals by 2030 (UN Global Compact, 2017a). 
The aim of this report is to study the case of the first ethical bank in Italy; for anonymity reasons, in the rest of this work I will refer to it as “the Bank”. Through the analysis of its mission, its governance, its strategy and its integrated reporting, the purpose of this work is to evaluate whether it can be considered as an example of responsible management and whether it respects and implements the Global Compact Principles.
2. “The Bank”
After a brief introduction to the broader topic of the ethical finance, I will enter the heart of the matter analysing the particular features of “The Bank” to point out whether and why it can be considered as an example of responsible management. Most of the following information are taken from Salviato (2010), the first president of the bank and one of its founders, and the website (“The Bank”, 2016a); to mitigate the bias of being too self-promoted, I will take into account also a study conducted by Milano University on the evaluation of its social impact (Altis, 2014); I will cite only the sources different from them.
2.1 The Ethical Finance

Due to recent events, financial institutions are perceived as having huge responsibilities in economic and financial crises (Baranes, 2009), therefore the increased awareness on business ethics and sustainability has attracted considerable attention also in the financial sector and ethical finance initiatives are raising all over the world, such as ethical investments, ethical funds and ethical banks (Burlando, 2001). The promoters of these projects believe in an alternative financial system, centred on humans and their relationships rather than money: finance needs to return to its original role, that is an instrument at the service of people and the real economy; money is the mean, not the end; credit is considered as a human right because it gives people an opportunity to succeed; transparency is fundamental in all the operations and the accountability; financial actions have also non-economic consequences that must be taken into account (Associazione Finanza Etica, 1998; Baranes, 2009: Milano, 2005). One of the most famous slogans of the ethical finance is that “the highest interest is the common one” (Milano, 2005, p. 16).
2.2 Brief history of “The Bank”
“The Bank” is the first institution of ethical finance in Italy; it started operating in 1999 with its first branch in Padova, but its solid roots are to be found in the strong tradition of the third sector organizations and the cooperative movement: the first experience of ethical finance in Italy is represented by the MAG cooperative societies (self-management mutual associations) in the 1980s, whose aim was to collect savings from the members to help whom of them was in difficulty (Burlando, 2001). As a result of new regulations, in the 1990s the work of the MAGs became more complicated, so they started thinking to formalize their operation in an ethically oriented bank and after some years the ambitious project became reality: in 1998 they received the license from the Bank of Italy and in 1999 the first branch office started its activity. Nowadays, there are seventeen branches on the whole Italian territory and another branch in Spain has been recently established in collaboration with a local movement; “The Bank” is well-known also abroad (for example The Economist, 2013) and its experience has been acknowledged at European level, in fact it has been one of the founders of the European Federation of Ethical and Alternative Banks (Febea, 2015).
2.3 Principles and values
The principles of Ethical Finance, which inspired “The Bank” 's incorporation and which today distinguish and characterise its everyday work, are explicitly stated in the article 5 of its Mission Statement (“The Bank", 2015a) and they are the same as the “Manifesto della Finanza Etica”, literally “Ethical Finance Manifesto (Associazione della Finanza Etica, 1998): ethically oriented finance pays attention to the non-economic consequences of economic actions; access to finance is a human right; efficiency and soberness are components of ethical responsibility; profit must come from activities oriented towards the well-being and must be distributed in a fair way; all the operations must be characterized by maximum transparency; shareholders and savers are actively involved in company's decisions; each organization which adheres to the principles of ethical finance undertakes to inspire its entire activity to them.
Other important documents of the bank are its Manifesto (“The Bank”, 2015b) and its Ethical Code (“The Bank”, 2010): the former explains the company's vision of society, economy and finance; some of the main points are the shared responsibility among all the social actors, the creation of social value, the enhancement of communities, the sustainability of the organization, the financial tools at the service of people, the promotion of active participation and the preservation of common goods. The latter document states the values that inspire the bank's activities: centrality of humans and their relationships, common well-being, fairness, social and environmental accountability, transparency, solidarity, cooperation, democracy, soberness and efficiency.
2.4 Governance
“The Bank” is a popular banking institute; according to the Italian law, this particular legal form allows it to operate on a national level, fully respecting its co-operative and solidarity intents. In addition to the usual institutional bodies, such as the Shareholder's assembly, the Board of Directors, the Executive Committee, the Board of Auditors and the Supervisory Body, there are other bodies specific to the features of the institution, such as the Committee of Guarantors and the Ethical Committee: they supervise the bank’s operations and they are responsible for ensuring their compliance with the Mission Statement and the Ethical Code; an institution like this is based on the pact of trust with the customers, so it is important to monitor both the economic and the reputational risks. Other important bodies of the bank are the Local Shareholder Groups, which represent the meeting point between the bank and the territory: their purposes are to promote public awareness about ethical finance, to facilitate the active participation of shareholders and savers and to regularly verify the public consent around the activities of the bank. “The Bank” is deeply rooted in the territory, so these local groups are important in the bank's policy to develop local networks, to strengthen personal relationships and to develop projects in line with the needs of local areas.
Another important governance feature to be mentioned is that in the Shareholder's assembly everyone has the same right to vote, whatever is the number of shares held, so decision-making processes are democratic; furthermore, there is a maximum ratio between the highest and lowest salary of 7 to 1.
2.5 Deposit and Credit policies
Before collecting their savings, “The Bank” wants to know its customers to be sure about the origin of the money: the bank does not accept non-declared money and profits that come from illegal activities, criminal groups and armament industry; furthermore, savers must show interest in the values pursued by ethical finance.
As regards loans, beyond the sound and prudent management principles and the maximum transparency that characterise all the operations, “The Bank” ’s credit policy is different from the traditional banks for its unique process of assessing clients' creditworthiness (“The Bank”, 2011): over and above the economic evaluation, the bank carries out a thorough analysis of the social and environmental aspects of the projects (literally “social and environmental inquiry”) and the assess of the broader impact is essential and inseparable from the financial one. The procedures set up for this purpose are complex and detailed and they require time; they are carried out by employees who receive a specific training and who are registered in the particular list of the “social evaluators”. “The Bank” does not fund activities in controversial sectors such as weapons and gambling, productions that exploit people and animals, and firms that collaborate with oppressive regimes. On the contrary, it gives priority to social and cultural projects and environmentally friendly activities; furthermore, it pays particular attention to initiatives that promote the employment of women and youth and it was the first Italian bank in funding co-operatives who farm lands confiscated from the Mafia (The Economist, 2013). The bank accepts both patrimonial and personal collateral, recognizing the importance of social relationships and networks, and all the disbursed loans are annually published in the integrated reporting, so that shareholders have control over the destination of their savings.
The credit policy of “The Bank” is coherent with the concepts of sustainable development and corporate social responsibility mentioned in the introduction, because it assesses both the economic consequences of the projects and the social and the environmental ones. Moreover, social enterprises and non-profit organizations usually have difficulties in entering into traditional credit markets because of the lack of strong collateral; “The Bank” plays a crucial role in funding them, contributing to the creation of a virtuous circle (Burlando, 2011). Lastly, it is worthy to be mentioned that this complex process to evaluate clients' projects is important not only for the bank's social mission, but also for the economic performance: in fact, “The Bank” 's repayment rates are higher than the ones of traditional banks, even if they deal with people rejected from them because considered too risky (Sanna, 2014). In general, the careful assessment of multiple aspects of the clients’ projects, leads ethical banks to have a low risk level, pointing out that there is not a necessary trade-off between the organization’s economic performance and its social mission (Milano, 2005).
3. Integrated Reporting
To conclude my analysis, I want to speak about the integrated reporting system chosen by “The Bank”, as it is an innovative idea, it shows its alignment with the UN Global Compact initiative and it further points out its responsible management practices.
3.1 Why an integrated reporting system?
Since we take on Elkington’s triple bottom line vision of business (1998), it is important to find an accounting tool that points out the economic, the social and the environmental impact of a firm. The traditional financial statement is inadequate to this aim, because it measures only the economic consequences of management, so recently some initiatives have emerged around the world to fill this gap: for example, the International Integrated Reporting Council (IIRC, 2013) and the Global Reporting Initiative (GRI, 2016) aim at finding a shared accounting system for the social and environmental impact. Another example concerns the companies that participate in the UN Global Compact initiative, who are explicitly required to inform stakeholders about their efforts to implement the Global Compact Principles: every year they have to submit a Communication on Progress (COP) on the website, reporting a description of the practical actions undertaken and the outcomes achieved in the fields of human rights, labour, environment and anti-corruption (UN Global Compact, 2013). “The Bank” has not this kind of report, but its accurate integrate accounting scheme follows the same logic.

3.2 “The Bank” 's integrated reporting
One of the UN Global Compact slogans (2017b) states that “transparency builds trust”; beyond respecting this fundamental principle in the origin and the use of money, “The Bank” ensures the maximum transparency also in the accounting: every year it publishes the integrated reporting on its website, where it is publicly available; in 2015 it started using the GRI standards (“The Bank”, 2015c). This integrated reporting includes the financial statements, the other documents required by Italian law and the innovative tool of the “Report with Stakeholders” (traduced literally): the bank has identified seven categories of its main stakeholders, that are workers, customers, shareholders, financial institutions, providers, community and environment, and it evaluates the impact of its activity on each of them; furthermore, the report verifies if the bank has achieved the objectives expected for the current year and sets new goals for the following one (“The Bank”, 2015c).
“The Bank” has another important tool to point out the triple (economic, social and environmental) impact of its activity, the “Bilancio Sociale 2.0” (literally “Social Report 2.0”): it was introduced in 2013 and it is placed in a particular section of the website; the user can click on one of the seven categories of stakeholders and the main indicators related to them appear; in 2015 “The Bank” won a prize for this kind of social report as the best corporate responsibility communication practices (“The Bank”, 2015d; “The Bank”, 2015e).
While until now the decision to publish this kind of report has been a voluntary choice of the bank to be in line with its values and principles, from next year a sort of integrated reporting or sustainability report will be compulsory, even if there are not specific rules, yet: in fact, the Italian Government has recently enacted a law that recognizes for the first time the financial ethical operators, and one of the requirements it provides is the public disclosure of data at least once a year (L. 232/16). “The Bank” has enthusiastically accepted the new regulation because it finally formalizes the importance of its activity and it provides a tax relief for this kind of operators (Ardù, 2016; “The Bank”, 2016b).
3.3 “The Bank” and the Global Compact Principles
As we have already said, the ten Global Compact Principles concern human rights, labour standards, environment and anti-corruption (UN Global Compact, 2014); in which way “The Bank” embraces, supports and enacts these values within its sphere of influence?
As regards human rights and labour standards, we have already said that the bank has the specific credit policy not to give loans to the organizations that exploit child labour and do not respect civil rights; furthermore, the bank does not fund the organizations that collaborate with oppressive regimes of which it is known that they outrage basic human rights (“The Bank”, 2011). Regarding the other labour standard principles (UN Global Compact, 2014), from the specific section of the integrated reporting concerning employees we can see that “The Bank” promotes active policies to achieve gender equality, such as flexible working hours, and more or less half of the workers are men and half women; moreover, there is a high number of employees engaged in trade union activities (“The Bank”, 2015c; “The Bank”, 2015d). 
Regarding the Global Compact principles on environment, “The Bank” 's specific credit policy gives priority to projects concerning renewable energies, energetic efficiency, biological agriculture, recycling and environmental friendly activities (“The Bank”, 2011); furthermore, the integrated reporting points out the energy consumptions of the branch offices and the means of transport the employees use in their business trips (“The Bank”, 2015c).
The last Global Compact principle is against corruption; we can infer that “The Bank” works in this direction from the transparency it ensures in all its operations, the constraints it sets on deposits and the complex assessment process it undertakes before giving a loan. Moreover, “The Bank” has the Ethical and Environmental Certification of ICEA, that is an Italian consortium that checks the social value of firms and one of its specific requirements is to fight corruption (ICEA, 2016).
4. Conclusion
As a consequence of the new social challenges brought by globalization and the recent economic crisis, “traditional” firms and financial institutions are perceived to gain money at the expense of the broader society (Crane and Matten, 2010; Milano, 2005; Porter and Kramer, 2011). In this context, there is an increasing awareness that deep changes are needed and several initiatives concerning business ethics, sustainability and corporate social responsibility have emerged around the world. For example, the UN Global Compact has the aim to induce businesses to align their strategies with ten universally accepted principles (UN Global Compact, 2014), in a perspective of common well-being rather than shareholders’ profit maximization.

The aim of this report was to look at the main features of “The Bank”, the first Italian ethical bank. Through the analysis of its mission statement, its governance, its operational characteristics and its accounting system, we have seen that it is different form “traditional” firms and banks: it is based on the principles of democracy, fairness and transparency, it considers also the non-economic consequences of its actions, contributing in implementing the UN Global Compact Principles, and it operates in a perspective of public good (“The Bank”, 2015a; Salviato, 2010); moreover, through its triple bottom line strategy (Elkington, 1998), it also achieves repayment rates higher than the Italian traditional banks (Sanna, 2014). Therefore, “The Bank” can really be a concrete alternative to the mainstream businesses (Baranes, 2009) and can be considered as an example of responsible management.
5. Appendix 1: Original topic
Course: Contemporary Issues for Business and Society
Case Study Analysis: an example of “responsible management” in your professional field or specialist discipline.

(Essay of 3000 words)

The Case Study Analysis can take one of three formats: 
(i) A “Responsible Management audit‟: document and evaluate how far the governance, management and operation (e.g. resource use, behaviour and outputs) of the organisation complies with the Principles of the UN Global Compact by analysing a corporation’s annual Communication on Progress report. 
(ii) Responsible Management Strategy: design a strategy for an organisation in your specialist field or profession which would enable it to enact the key Principles for Responsible Management.

(iii) Investigation of an example of a failure of responsible management: analyse a corporate scandal or business controversy, examining its causes, its social and/or environmental impact, and the nature and adequacy of response to it on the part of the company involved or wider industry or sector.
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