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The Impact of Sustainability Codes of Conduct in the Financial Sector

EXECUTIVE SUMMARY
This paper analyzes the impact of four major financial
sector sustainability codes of conduct, the UN
Environmental Programme Finance Initiative (UNEP FI),
the UN Principles for Responsible Investment (UNPRI),
the Equator Principles (EP) and the Global Alliance for
Banking on Values (GABV) with regard to their impact
on the sustainability of their members. The codes of
conduct focus on the integration of environmental, social
and governance criteria into financial decision making
in lending, investment, asset management and project
finance. The analyses suggest signatories address the
sustainability issues that are promoted by the codes in
their reporting. However, none of the codes define how
financial decisions should be made in order to guarantee the
sustainability of the financed project, borrower or investee,
therefore, it is hard to assess whether their signatories are
more sustainable than non-members. Nevertheless, the
results suggest that codes of conduct help to standardize
the assessment of environmental and social risks and to
integrate them into financial decision making.
Overall, financial sector corporate sustainability voluntary
codes of conduct seem to have a positive impact on their
members. The effectiveness, however, depends on the
quality and content of a code as well as on implementation
and compliance mechanisms. Consequently, financial
bodies and regulators such as the Financial Stability
Board or Group of Twenty should analyze financial sector
sustainability codes of conduct with regard to indicators
and risk management processes that could help to increase
the sustainability and stability of the financial sector.

FINANCIAL SECTOR CODES OF
CONDUCT
The following section will briefly introduce the financial
sector codes of conduct analyses. For a more detailed
description of the codes, see Olaf Weber and Emmanuel
Acheta (2014) and Weber and Ifadayo Adeniyi (2015).
The EP are financial industry standards for determining,
assessing and managing environmental and social
risks in project finance. Currently subscribed to by 81
financial institutions, EP are in their thirteenth year of
implementation. Early co-founders of the EP were largely
banks in Western Europe and North America. Currently,
EP Financial Institutions (EPFIs) come from all continents,
with the current chair of the Equator Principles Association
Steering Committee being the South African Standard
Bank. The analysis of the implementation and content of
the EP has shown mixed results, and EP implementation
remains an ongoing challenge. EPFIs who are the actual
implementers of EP voluntary codes face an even more
difficult challenge: how to implement EP in a way that
provides a basis for integrating social and environmental
aspects into project finance decision-making processes
(Macve and Chen 2010; Wright and Rwabizambuga 2006).
Major points of criticism address the lack of enforcement
mechanisms that would guarantee compliance with the
EP guidelines and the weak integration of climate change
issues into those guidelines.

The financial sector is one of the industries with the highest
frequency of voluntary codes of conduct. The most wellknown of these codes within the financial sector are the
UNEP FI, UNPRI and EP for project finance. A more recent
and much smaller code of conduct is the GABV, which
focuses on positive sustainability impacts of banks and
other financial institutions.

At the end of 2015, UNPRI had 1,325 members, including
asset and investment managers, and service providers. The
organization’s main focus is to understand the consequences
of sustainability and to consider environmental and social
issues in investment decision making and ownership
engagement. A recent UNPRI initiative has been the
Montréal Carbon Pledge in September 2014, in which its
signatories commit to the measurement and reporting of
the carbon footprint of their equity portfolios. Despite
its commitments, the UNPRI is criticized that it does not
include a mechanism that guarantees that its members
take responsible investment criteria into account when
making investment decisions.

Often, the strengths and weaknesses of voluntary codes
of conduct are discussed on the basis of the conducts
themselves. A number of these analyses exist, for instance,
for the EP (Amalric 2005; Conley and Williams 2011;
Eisenbach et al. 2013; Hardenbrook 2007; Lawrence and
Thomas 2004) and for UNPRI (Eccles and Viviers 2011;
Gond and Piani 2013; O’Sullivan and O’Dwyer 2009).
There is not much research, however, on the actual impact
of these codes of conduct on the sustainability performance
of banks and other financial institutions.

The UNEP FI has 230 members as of 2015. The members
include commercial banks, investment banks, venture
capitalists, asset managers, development banks, insurance
companies and other financial service providers. The
UNEP FI’s main focus is the integration of environmental
considerations into all aspects of the financial sector’s
business activities. The initiative started as two codes of
conduct for the banking sector and the insurance sector,
respectively. Later, it amalgamated into one code of
conduct for both industries.

INTRODUCTION

The GABV, founded in 2009, has been growing and has
28 members as of 2015. Its members are small- and midsize banks, credit unions and microfinance institutions
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that focus exclusively on social banking and impact
investment. The goal of the association is to use finance to
support sustainable economic, social and environmental
development (Weber 2013). The principles of the code of
conduct focus on a triple-bottom-line approach that is at
the heart of the members’ business model. Furthermore,
the members serve the real economy, enable new business
models and support communities. In general, the GABV’s
principles and its charter emphasize that sustainable
banking is not an add-on to conventional products and
services, but that members of the code exclusively focus
on sustainable banking.
Although all of the introduced codes of conduct strive to
make the financial sector more sustainable, the question
remains whether they achieve their goal and really
create a change in the operations of their membership.
The remainder of this paper will analyze this question,
starting with a literature analysis and then reporting on
the authors’ empirical studies on the above-mentioned
codes of conduct.

LITERATURE ANALYSIS ON THE IMPACT
OF CODES OF CONDUCT
There are a number of studies about the impacts of codes
of conduct on general corporate behaviour, corporate
social responsibility and business practices inside and
outside of the financial sector. These studies complement
the research on the content of codes of conduct, such as
the studies of Richard Macve and Xiaoli Chen (2010) and
Christopher Wright and Alexis Rwabizambuga (2006).
This section, however, follows the proposal of Bernard
J. White and B. Ruth Montgomery (1980) to analyze the
application of codes; it focuses more on research regarding
the impact of the codes and less on their content, although
both are often interrelated.
Interestingly, the percentage of firms that have signed
voluntary codes of conduct is higher in the financial
sector than in others (ibid.). However, sectors with high
environmental and societal impacts, such as mining, have
also developed and signed a high number of voluntary
codes of conduct. Having voluntary codes in a sector, if
these codes truly influence the sustainability performance
of the firms in that sector, may create opportunities to
drive it in a more sustainable direction.
A study by Mark John Somers (2001) analyzed the
impact of internal codes of conduct that mainly focus on
guidelines that educate employees on ethical behaviour
from their employers. The main finding of the study was
that corporate codes of conduct lead to less perceived
wrongdoing in organizations. However, they did not
increase personal reports about observed unethical
behaviour. Furthermore, the study compared corporate
codes of conduct with professional codes of conduct, in
which the latter are developed by industry associations
2 • CENTRE FOR INTERNATIONAL GOVERNANCE INNOVATION

and not by the companies themselves. Therefore, they
are comparable to codes such as the UNEP FI, UNPRI, EP
and GABV. In contrast to corporate codes, the professional
codes neither decreased wrongdoing, nor increased the
reporting of observed unethical behaviour.
In addition to ethical behaviour, a number of codes of
conduct are labour-related. That is, they offer guidelines
about how to manage labour relations, in particular for
countries with weak labour rights, such as Bangladesh
or Honduras. The effectiveness of these codes, however,
depends on a number of external variables, and the influence
of these variables can be so significant that the same codes
can have different impacts on labour rights in different
countries. Xiaomin Yu (2008), for example, mentions profit
maximization, competition and government protection as
main factors influencing the impact of codes of conduct
on, specifically, corporate social responsibility. The study
suggests that there is a trade-off between the effectiveness
of voluntary codes of conduct and financial goals. For this
reason, there is a tendency to sacrifice codes of conduct for
better financial results, in particular if there are no or weak
regulations on labour rights.
Adversely, the results of the studies by Krista Bondy, Dirk
Matten and Jeremy Moon (2004; 2008) do not suggest a
strong impact of voluntary codes of conduct on corporate
social responsibility and sustainability. They found that,
independent of the country that the firms are operating in,
it is not possible to assume that the presence of a code of
conduct can indicate a higher corporate social performance.
As mentioned above, the mining sector is often at the
forefront of voluntary codes of conduct because of its
societal and environmental impact. It has developed one of
the first Global Reporting Initiative’s sector supplements
(Global Reporting Initiative 2010) and has developed
a number of other codes regulating its relation to the
environment and communities, such as the Global Mining
Initiative founded in 1999 and the International Council
of Mining and Metals founded in 2001, which achieved
mixed critiques (Amezaga et al. 2010; Fonseca, McAllister
and Fitzpatrick 2013; Kirsch 2010; Whitmore 2006). Some
authors suggest that these sectoral codes of conduct did
not really change the corporate social responsibility
and sustainability performance of the mining industry,
but rather serve as a means for “whitewashing” or
“greenwashing” (Fonseca 2010; Sethi and Emelianova
2006).
With regard to the impact of voluntary codes of conduct
in the financial sector, there are some studies that are
somewhat contradictory. Bert Scholtens and Lammertjan
Dam (2007) found that signatories of the EP were rated
significantly higher with their corporate social performance
than their counterparts that have not signed the principles.
Furthermore, they found that bigger financial sector
institutions tend to sign up to voluntary codes of conduct,

The Impact of Sustainability Codes of Conduct in the Financial Sector
while smaller institutions are less frequent adopters. This
opens the subject to two questions. First, do voluntary
sustainability codes of conduct help their signatories to
become more sustainable, or do institutions that already
have high sustainability standards sign up to these codes?
Second, are differences between signatories and nonsignatories of codes of conduct really caused by the code of
conduct or by an institution’s characteristics (i.e., the size
or the financial return of the institution)? This paper will
try and provide answers to these questions in the sections
that follow.
With regard to the lending business, studies found a
moderate connection between being a member of the
UNEP FI and the integration of sustainability aspects into
the lending business. Christopher J. Cowton and Paul
Thompson (2000), for instance, found that signatories
of the UNEP FI are more likely to have incorporated
environmental considerations into their lending policy
than those who are not members. Furthermore, it seemed
that UNEP FI signatories have a greater belief in sustainable
development and integrating environmental issues into
their business due to ethical reasons. However, they did not
find that the UNEP FI had an inflluence on the avoidance
of industries with particularly negative environmental
impacts. In addition, Cowton and Thompson (ibid.)
suggest that a significant number of signatories do not
comply with the UNEP FI statements. This is in-line with a
study by Olaf Weber (2014b) who found that some of the EP
signatories did not report according to the EP guidelines. If
signatories do not even comply with reporting guidelines
of their code of conduct, it has to be asked whether they
follow other guidelines that are even less easily controlled
or do not require onerous costs of adoption (i.e., costs of
project risk categorization, checking quality environmental
impact assessment, environmental management plan and
costs of monitoring).
Another study on the influence of UNEP FI suggests some
impact of the code of conduct on credit risk assessment
procedures. By controlling the bank size, Weber, along
with Marcus Fenchel and Roland W. Scholz (2008) found
that UNEP FI signatories integrated environmental
issues into credit risk assessment, costing, pricing and
monitoring more often than non-signatories. Interestingly,
that led to the fact that non-signatories had to integrate
environmental risks into the management of loan defaults
more frequently than signatories. This result suggests that
UNEP FI membership has an impact on the integration
of environmental risks into the credit risk management
process and how lenders are affected by credit defaults.
The contradicting results for the impact of codes of conduct
on their signatories could be caused by the characteristics
and the quality of the respective codes, or firm-level
differences. Codes of conduct differ significantly in their
content as well as in measures to guarantee compliance.
While the EP, for instance, suggest quite clear guidelines

about how environmental and social risks in project
finance should be assessed, the UNPRI simply asks for the
consideration of non-financial environmental, social and
governance criteria in investment decisions; they hardly
provide information about how to integrate these aspects.
Neither of these codes of conduct have any established
compliance mechanism that guarantees consequences in
the case that a signatory is non-compliant.
Consequently, Patrick M. Erwin (2011) found that an
impact on corporate sustainability of the signatories
could be found only for cases of high-quality codes of
conduct. Thus, it seems that codes of conduct per se do
not necessarily have a positive impact on the performance
of the signatory, but that it is the quality of the code that is
crucial. What is meant by “quality” with respect to codes
of conduct? Erwin (ibid., 538) lists the components that
codes of conduct should address and what high quality
means for these components. The following components
have been modified and expanded by the authors of this
paper:
• public availability: codes and their content should be
accessible for stakeholders;
• tone from the top: the leadership should be committed
to the code of conduct;
• readability and tone: the code should reflect the tone
of the stakeholders;
• non-retaliation and reporting: sources should be
available to analyze and report code violation and
non-compliance;
• commitments and values: both corporate and
stakeholder values should be incorporated in the
code;
• risk topics: the code should address relevant corporate
and stakeholder risk areas;
• comprehension aids: the code should clearly explain
its content to all stakeholders;
• presentation and style: the code should be presented
in a compelling way;
• implementation: the code should give advice on how
it should be implemented and how a decision can be
made relative to the code’s content;
• connection to core business activities: the code
should be central to the core business activities of the
signatory;
• assurance: the code should indicate ways in which to
gain independent assurance about code compliance;
and
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• impacts: the code should not only focus on the outsidein relation between business and sustainability, but
should address the inside-out relations (i.e., the
impact on the environment, society and sustainable
development).
More than likely, there is no financial sector sustainability
code of conduct that fulfills all quality criteria listed above.
In particular, independent assurance is missing from
the UNEP FI, UNPRI, the EP and the GABV. The focus
of UNEP FI, UNPRI and EP, is rather to enable as many
financial institutions as possible to sign up to the code in
order to set some minimum standards.
How should codes of conduct be developed to address the
listed quality criteria? A review paper by Muel Kaptein and
Mark S. Shwartz (2008) argues that the first step should
be to analyze stakeholder expectations, as well as other
external and broader codes to link to. They also state that
the implementation of the code into firms is an important
issue. If it is not guaranteed that the code will be taken
into consideration for business decisions — for instance,
investment or loan decisions — it will not have any effect
on a firm’s performance.
Based on the quality criteria, Prakash Sethi and Olga
Emelianova (2006) formulated conditions for codes of
conduct to be successful. They suggest that codes should be
initiated by a smaller group of proactive members instead
of a big group of industry representatives. All codes in
the financial sector discussed in this paper followed this
approach. Even though UNEP FI, UNPRI, the EP and the
GABV increased their membership over time, they all
started with a small group of ambitious financial industry
representatives.
Furthermore, Sethi and Emelianova (ibid.) state that
high-quality codes should address issues of concern for,
stakeholders, and not only those important for the industry.
In terms of the codes already discussed in this paper, it
was found that while they address some sustainability
issues, they are weak in the area of addressing the most
pressing topics, such as climate change. When it comes to
standards that are outcome-oriented and can be audited
and assured, all financial industry sustainability codes
of conduct fall short (Sethi 2003). None of the standards
propose a compliance mechanism. The EP, however, have
a guideline on reporting and, therefore, guarantee the
possibility for performance evaluation, although not all
signatories are compliant (Weber 2014b).
According to Sethi and Emelianova (2006), all codes
discussed lack the independent input and governance
control that would assure performance with the code’s
compliance. The consequence is that performance
monitoring is conducted by the signatories themselves
and is not independently controlled. Advisory boards
or compliance councils independent to the institutions
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themselves could solve this problem by providing
independent judgment about the compliance of the
codes’ signatories. Nigerian banks, for example, asked
the country’s central bank to oversee the enforcement of
their sustainability conduct (Oyegunle and Weber 2015).
However, the UNEP FI, UNPRI, the EP and the GABV
do not have any independent external monitoring of
compliance and consequently cannot report about the
findings of such an independent body.
Another quality criteria influencing the effectiveness
of codes of conduct is the integration into the decisionmaking process. An explorative study by the authors
of this paper on the EP suggests that EP signatories
have internal mechanisms, such as integrative tools or
evaluation processes, to integrate the results of the social
and environmental risk assessment into their project
finance decision-making process (Weber and Acheta 2016,
forthcoming). Also, the UNPRI states that environmental
and social issues should be taken into account, but do
not give any advice about how to consider social and
environmental criteria in investment decisions. The GABV
even states that sustainability aspects are at the core of the
business of its members.
Based on the above-mentioned quality criteria, it can be
stated that all discussed financial sector sustainability
codes of conduct are ineffective due to a lack of crucial
parts. A result of this is that many signatories of these
codes, although leaders in sustainable finance, are
criticized for non-sustainable business practices. Many
so-called sustainability leaders in the financial industry
have been involved in recent scandals (for example, the
Libor scandal [Treanor 2013]), and are criticized for their
involvement in the financial crisis and for financing
projects and clients with adverse effects on climate change
and the environment (Weber and Feltmate 2016). This
demonstrates that sustainability codes of conduct do not
automatically guarantee high corporate sustainability
standards in the financial sector.
However, that still does not answer the question of whether
firms with high corporate sustainability standards sign
up to high-quality codes, or whether high-quality codes
create high-performing firms.

FINDINGS ON FINANCIAL SECTOR
SUSTAINABILITY CODES OF CONDUCT
Two analyses have been conducted to understand the
impact of financial sector codes of conduct. The codes that
were analyzed are the EP, UNEP FI, UNPRI and the GABV.
To understand the impact of the EP, interviews with
signatories were conducted that focused on how and why
the principles have been adopted and implemented. The
other three codes of conduct were analyzed with regard to
how their signatories address the topics that make up the
content of the codes.

The Impact of Sustainability Codes of Conduct in the Financial Sector
The Impact of the EP on Its Signatories
In order to analyze the impact of the EP on its signatories,
interviews were conducted with representatives of EPFIs
that focused on questions about benefits and risks of the
EP for the EPFIs, on impacts of the guidelines on project
assessment procedures and on the sustainability of
projects.
The results of the interviews suggest that the EP are
beneficial for the reputation of the signatories. EPFIs
that are members of the EP are perceived as taking
environmental and societal issues into consideration,
in project finance, and therefore guarantee their social
license to operate. Furthermore, the EP help to assess the
environmental and societal risks of a project in a more
standardized and transparent way. Although some of the
interviewees analyzed societal and environmental risks
before they became members of the EP, the guidelines
help to standardize the assessment procedures and to
demonstrate compliance.
Generally, the EPFIs did not see negative impacts or risks
of the EP. It was mentioned, however, that competitors that
are not EPFIs may not take environmental and societal,
issues of projects into account, and therefore achieve a
competitive advantage by being able to finance projects
that may be non-compliant with the EP guidelines.
Also, the impacts of the EP on project assessment
procedures are positive. The principles help to guarantee
operational efficiency with regard to analyzing social
and environmental project risks. They also contribute to
organization-wide education about environmental and
social project risks and how they affect financial project
risks. This also affects upper hierarchies because often, if
there is a contradiction between the financial risk and the
socio-environmental risk, the decision will be made on a
higher hierarchical level. Consequently, mechanisms have
been developed internally to address social, environmental
and financial risks in a standardized way, and to solve
the finance sustainability trade-off. Hence, often the EP
created organizational and process change with regard to
project finance assessment procedure. The EP also place
certain pressures to take project sustainability into account
because EPFIs are under observance by environmental
non-governmental organizations and others that track
sustainability controversies in the financial sector.
Looking at general project risk, the EP guidelines help to
structure the integration of environmental and social risks
into the project risk assessment procedure. The interviewed
EPFIs acknowledged that environmental and social risks
have significant impacts on the project finance risks, and
therefore belong to standard assessment procedures in
project finance.

Generally, the results of the interviews suggest that the EP
have a positive impact on project risk assessment through
the standardization of the process. Furthermore, they
guarantee that environmental and social issues are taken
into account on different levels of decision making, and
are not only addressed in particular environmental or
sustainability departments of project finance institutions.

The Impact of the UNEP FI, UNPRI and GABV
The following sections will look at the impact of the UNEP
FI, UNPRI and the GABV on their members. The analysis
is based on a comparison of the 10 biggest members
of the codes of conduct (judged by their assets under
management and on a study conducted for the GABV).
The reporting of those members was assessed with regard
to how much a member addresses the key terms of the
respective code of conduct. Finally, the results of members
were compared to other financial institutions in the same
country and with similar assets.
For all three codes of conduct it can be stated that members
addressed their key issues more often than non-members.
For example, UNEP FI members took issues such as
sustainability, climate change, social and environmental
aspects, human rights, corporate citizenship, water and
waste into account more than non-members, and therefore
addressed major sustainability themes more prominently
than their counterparts. Similarly, UNPRI members
have reported more on the code’s main themes, that is,
environmental and social issues, corporate governance and
responsible investment. GABV members report on core
sustainability issues, including topics such as sustainable
development, community relations, environmental and
social issues, poverty, triple bottom line, institution
resilience and human rights.
The comparative analysis of the three codes of conduct
suggests that they have an impact, at least on how much
financial institutions address sustainability issues in their
reporting. The question of whether the membership (or
other factors) can influence sustainability performance,
however, is inconclusive. Therefore, control variables
have been introduced in our analysis. It could be found
that the region and the size of the institutions measured by
their total assets did not have a significant impact on their
reporting. Hence, it can be concluded that voluntary codes
of conduct have an impact on the reporting of financial
sector institutions through topics addressed by the codes
“cascading down” to sustainability reporting.
Of course, critics may say that reporting does not mean
action on the part of the institutions, and they are partly
right. Often, firms tend to report more on positive
achievements in corporate sustainability and less on
controversies (Niskanen and Nieminen 2001). However,
research suggests that the connection between reporting
and business activities is relatively strong (Weber 2014a).
Olaf Weber, Emmanuel Acheta and Ifedayo Adeniyi • 5
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For example, there is an increasing number of countries and
regulators that have mandated sustainability reporting,
independent auditing and assurance of sustainability
reporting. This creates reports that reflect corporate
activities and that can be used to assess the sustainability
performance of the reporting financial sector institution.
Additional Analysis of the GABV
A qualitative analysis of the banks’ particular missions as
well as the sectors they invest in suggest that the GABV
financial institutions follow the principles of their code
of conduct that correspond to concepts such as social
entrepreneurship (Austin, Stevenson and Wei-Skillern
2006) and blended return (Emerson 2003). The well-being
of members or financing projects with environmental and
societal benefits is at the core of the mission and strategy
of social banks, and GABV members follow the concept of
creating social impact as the principal vision and strategy.
In order to analyze whether a social bank’s mission could
be found in its actual business activities, an analysis was
done of which specific sectors and projects GABV members
were providing financing for. It was found that the highest
portion of the financial institutions’ portfolios were within
the sectors of microfinance, social housing, environment/
renewable energy and education. This result suggests that
social banks channel financial capital into different sectors
than conventional banks. Social banks focus on sectors
with high sustainability impacts while conventional banks
usually lend to and invest in sectors proportional their
respective economic environment. Furthermore, financing
sectors with a positive social or environmental impact is
not a niche offering in social banks, but is the main part of
their core business.
Despite the positive results, however, the social banking
sector still represents a small group within the banking
industry. In 2013, Crédit Coopératif, the biggest institution
in the sample, provided US$22.4 billion in assets, with the
total assets of the sample adding up to US$77.1 billion. The
reason for still being only a small portion of the financial
sector could be the ambitious nature of the goals of the
code of conduct, and that they exclude banks that do
not exclusively focus on sustainable banking. Given this
small market share, the direct sustainability effect of these
banks is relatively small. Rather than having a direct effect,
GABV members could be sustainability innovators (Weber
2005) that lay the ground for social finance products and
services to be integrated in conventional banking.

CONCLUSION
This paper has discussed whether voluntary sustainability
codes of conduct in the financial sector have an impact
on the sustainability performance of the industry. The
analysis is based on a literature review and on the authors’
empirical studies for the UNEP FI, UNPRI, EP and GABV.
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The results suggest an effect of voluntary codes of
conduct on the financial sector that is dependent on a
number of factors. The first factor is the content of the
code. If guidelines are weak or the code does not address
important sustainability issues, then the effect will be
small. The EP, for example, addresses climate change in an
unstable manner, and consequently it cannot be expected
that the code will have a significant impact on climate
change strategies, as well as on climate change-related
products, and services of their signatories. This is similar
for the UNPRI, whose code does not provide any guidance
about how to consider environmental and social criteria in
financial decision making. Thus, it cannot be expected that
signatories do more than is expected by the code.
Second, the effectiveness of codes of conduct is correlated
with their quality. High-quality sustainability codes of
conduct focus on sustainability issues that are important
for stakeholders and provide implementation guidelines
as well as compliance mechanisms to guarantee a positive
impact of the code. The independent control and assurance
of compliance is missing, in particular, in all financial sector
codes of conduct that have been analyzed in this paper.
Third, results for the EP demonstrated that a sustainability
code of conduct can be helpful for general risk assessment.
According to the interviewed EPFIs, the principles help
with structuring and standardizing project finance decision
making, and install sustainability principles in decision
making in all hierarchies of the financial institution.
Finally, it was found that signatories of codes of conduct
report more about sustainability topics than their
counterparts that are non-members. Assuming that
reporting is somewhat correlated to business activities,
it is suggested that the membership in a financial sector
sustainability code of conduct has a positive impact on
sustainability practices of their members.
To summarize, corporate sustainability voluntary codes
of conduct have a positive impact on their members. The
effectiveness, however, depends on the quality and content
of a code, as well as on implementation and compliance
mechanisms.

The Impact of Sustainability Codes of Conduct in the Financial Sector

WORKS CITED
Amalric, Franck. 2005. “The Equator Principles: A Step
Towards Sustainability?” In CCRS Working Paper
Series, edited by CCRS. Zurich: Centre for Corporate
Responsibility and Sustainability.

Fonseca, Alberto. 2010. “How credible are mining
corporations’ sustainability reports? a critical analysis
of external assurance under the requirements of the
international council on mining and metals.” Corporate
Social Responsibility and Environmental Management 17
(6):355–370. doi: 10.1002/csr.230.

Amezaga, Jaime M., Tobias S. Rötting, Paul L. Younger,
Robert W. Nairn, Anthony-Jo Noles, Ricardo Oyarzún
and Jorge Quintanilla. 2010. “A Rich Vein? Mining and
the Pursuit of Sustainability.” Environmental Science &
Technology 45 (1):21–26. doi: 10.1021/es101430e.

Fonseca, Alberto, Mary Louise McAllister and Patricia
Fitzpatrick. 2013. “Sustainability Reporting among
Mining Corporations: A Constructive Critique of the
GRI Approach.” Journal of Cleaner Production 84:70–83.
doi: http://dx.doi.org/10.1016/j.jclepro.2012.11.050.

Austin, James, Howard Stevenson and Jane Wei-Skillern.
2006. “Social and Commercial Entrepreneurship: Same,
Different, or Both?” Entrepreneurship Theory and Practice
30 (1):1–22. doi: 10.1111/j.1540-6520.2006.00107.x.

Global Reporting Initiative. 2010. Sustainability Reporting
Guidelines & Mining and Metals Sector Supplement.
edited by The Global Reporting Initiative. Amsterdam,
The Netherlands: The Global Repoprting Initiative.

Bondy, Krista, Dirk Matten and Jeremy Moon. 2004. “The
Adoption of Voluntary Codes of Conduct in MNCs:
A Three-Country Comparative Study.” Business and
Society Review 109 (4):449–477. doi: 10.1111/j.00453609.2004.00205.x.

Gond, Jean-Pascal and Valeria Piani. 2013. “Enabling
Institutional Investors’ Collective Action: The
Role of the Principles for Responsible Investment
Initiative.” Business & Society 52 (1):64–104. doi:
10.1177/0007650312460012.

———. 2008. “Multinational Corporation Codes of Conduct:
Governance Tools for Corporate Social Responsibility?”
Corporate Governance: An International Review 16 (4):294–
311. doi: 10.1111/j.1467-8683.2008.00694.x.

Hardenbrook, Andrew. 2007. “The Equator Principles: The
Private Financial Sector’s Attempt at Environmental
Responsibility.” Vanderbilt Journal of Transnational Law
40 (197):197–232.

Conley, John M., and Cynthia A. Williams. 2011. “Global
Banks as Global Sustainability Regulators?: The
Equator Principles.” Law & Policy 33 (4):542–575. doi:
10.1111/j.1467-9930.2011.00348.x.

Kaptein, Muel and Mark S. Schwartz. 2008. “The
Effectiveness of Business Codes: A Critical Examination
of Existing Studies and the Development of an
Integrated Research Model.” Journal of Business Ethics
77 (2):111–127. doi: 10.1007/s10551-006-9305-0.

Cowton, Christopher J., and Paul Thompson. 2000. “Do
codes make a difference? The case of bank lending and
the environment.” Journal of Business Ethics 24 (2):165–
178.
Eccles, Neil S., and S. Viviers. 2011. “The Origins and
Meanings of Names Describing Investment Practices
that Integrate a Consideration of ESG Issues in the
Academic Literature.” Journal of Business Ethics 104
(3):389–402. doi: 10.1007/s10551-011-0917-7.
Eisenbach, Sebastian, Dirk Schiereck, Julian Trillig and
Paschen von Flotow. 2013. “Sustainable Project Finance,
the Adoption of the Equator Principles and Shareholder
Value Effects.” Business Strategy and the Environment 23
(6) 375–394. doi: 10.1002/bse.1789.
Emerson, Jed. 2003. “The Blended Value Proposition:
Integrating social and financial returns.” California
Management Review 45 (4):35–51.
Erwin, Patrick M. 2011. “Corporate Codes of Conduct:
The Effects of Code Content and Quality on Ethical
Performance.” Journal of Business Ethics 99 (4):535–548.
doi: 10.1007/s10551-010-0667-y.

Kirsch, Stuart. 2010. “Sustainable Mining.” Dialectical
Anthropology 34 (1):87–93. doi: 10.1007/s10624-0099113-x.
Lawrence, Robert F. and William L. Thomas. 2004. “The
Equator Principles and Project Finance: Sustainability
in Practice?” Natural Resources & Environment 19 (2):20.
Macve, Richard and Xiaoli Chen. 2010. “The ‘Equator
Principles’: a success for voluntary codes?” Accounting,
Auditing & Accountability Journal 23 (7):890–919. doi:
10.1108/09513571011080171.
Niskanen, J. and T. Nieminen. 2001. “The objectivity of
corporate environmental reporting: a study of Finnish
listed firms’ environmental disclosures.” Business
Strategy and the Environment 10 (1):29–37.
O’Sullivan, Niamh and Brendan O’Dwyer. 2009.
“Stakeholder perspectives on a financial sector
legitimation process.” Accounting, Auditing &
Accountability Journal 22 (4):553–587.

Olaf Weber, Emmanuel Acheta and Ifedayo Adeniyi • 7

CIGI Papers no. 92 — Feburary 2016
Oyegunle, Adeboye and Olaf Weber. 2015. Development
of Sustainability and Green Banking Regulations: Existing
Codes and Practices. CIGI Paper No. 65. April. Waterloo,
ON: CIGI.
Scholtens, Bert and Lammertjan Dam. 2007. “Banking
on the Equator. Are Banks that Adopted the Equator
Principles Different from Non-Adopters?” World
Development 35 (8):1307–1328. doi: http://dx.doi.
org/10.1016/j.worlddev.2006.10.013.
Sethi, S. Prakash. 2003. Setting global standards: Guidelines
for creating codes of conduct in multinational corporations.
Hoboken, NJ: John Wiley & Sons.
Sethi, S. Prakash and Olga Emelianova. 2006. “A failed
strategy of using voluntary codes of conduct by the
global mining industry.” Corporate Governance: The
international journal of business in society 6 (3):226–238.
doi: doi:10.1108/14720700610671837.
Somers, Mark John. 2001. “Ethical Codes of Conduct and
Organizational Context: A Study of the Relationship
Between Codes of Conduct, Employee Behavior and
Organizational Values.” Journal of Business Ethics 30
(2):185–195. doi: 10.1023/A:1006457810654.
Treanor, Jill. 2013. “Greed and dishonesty laid bare as scale
of Libor rigging revealed.” The Guardian, February 6,
2013.
Weber, Olaf. 2005. Sustainability Benchmarking of
European Banks and Financial Service Organizations.”
In Corporate Social Responsibility and Environmental
Management 12 (2): 73–87.
———. 2013. “Social Banks and their Profitability: Is Social
Banking in line with Business Success?” In Prospective
Innovation at Ethical Banking and Finance, edited by
Leire San-Jose and Jose Luis Retolaza, 2–19. Sumy:
Vinnychenko M.D.
———. 2014a. “Environmental, Social and Governance
Reporting in China.” Business Strategy and the
Environment 23 (5):303–317. doi: 10.1002/bse.1785.
———. 2014b. Equator Principles Reporting: Do Financial
Institutions meet their Goals? CIGI Paper No. 28. August.
Waterloo, ON: CIGI.
Weber, Olaf and Emmanuel Acheta. 2014. The Equator
Principles: Ten Teenage Years of Implementation and a Search
for Outcome. CIGI Paper No. 24. January. Waterloo, ON:
CIGI.
———. 2016, forthcoming. “The Equator Principles: Do
They Make Banks More Sustainable?” The UNEP
Inquiry and CIGI, Geneva, Switzerland.

8 • CENTRE FOR INTERNATIONAL GOVERNANCE INNOVATION

Weber, Olaf and Ifedayo Adeniyi. 2015. Voluntary
Sustainability Codes of Conduct in the Financial Sector.
CIGI Paper No. 78. November. Waterloo, ON: CIGI.
Weber, Olaf and Blair Feltmate. 2016. Sustainable Banking
and Finance: Managing the Social and Environmental
Impact of Financial Institutions. Toronto, ON: University
of Toronto Press.
Weber, Olaf, Marcus Fenchel and Roland W. Scholz. 2008.
“Empirical analysis of the integration of environmental
risks into the credit risk management process of
European banks.” Business Strategy and the Environment
17:149–159. doi: 10.1002/bse.507.
White, Bernard J. and B. Ruth Montgomery. 1980.
“Corporate codes of conduct.” California Management
Review 23 (2):80–87.
Whitmore, Andy. 2006. “The emperors new clothes:
Sustainable mining?” Journal of Cleaner Production 14 (34):309–314. doi: 10.1016/j.jclepro.2004.10.005.
Wright, Christopher and Alexis Rwabizambuga. 2006.
“Institutional Pressures, Corporate Reputation, and
Voluntary Codes of Conduct: An Examination of the
Equator Principles.” Business and Society Review 111
(1):89–117. doi: 10.1111/j.1467-8594.2006.00263.x.
Yu, Xiaomin. 2008. “Impacts of Corporate Code of Conduct
on Labor Standards: A Case Study of Reebok’s Athletic
Footwear Supplier Factory in China.” Journal of Business
Ethics 81 (3):513–529. doi: 10.1007/s10551-007-9521-2.

CIGI PUBLICATIONS

ADVANCING POLICY IDEAS AND DEBATE
CETA and Financial Services: What to Expect?
CIGI PAPERS

NO. 91 — FEBRUARY 2016

CETA AND FINANCIAL SERVICES
WHAT TO EXPECT?
PATRICK LEBLOND

CIGI Paper No. 91
Patrick Leblond
One of the Canada-European Union
Comprehensive Economic and Trade
Agreement’s (CETA’s) main components is
a chapter that seeks to liberalize trade and
investment in financial services between the
partners, while ensuring that markets and
their agents will be properly regulated and
protected through prudential regulation.
Although some observers fear that CETA
might undermine the high quality of financial
regulations in Canada or the European Union,
this paper demonstrates that such concerns
are unfounded.

Much Ado about Nothing?
The RMB’s Inclusion in the SDR Basket
CIGI Paper No. 84
Hongying Wang
The International Monetary Fund recently
concluded its quinquennial review of the
composition of the Special Drawing Right
(SDR), accepting the Chinese currency
into the SDR basket alongside four major
international currencies — the US dollar, the
euro, the British pound and the Japanese yen.
The Chinese government has spent a great
deal of energy and political capital to achieve
this outcome. This policy paper explores the
political and economic motivations underlying
this initiative.

The Final Few: Completing the Universal
Membership of the IMF

Voluntary Sustainability Codes of Conduct in
the Financial Sector

CIGI Paper No. 89
James M. Boughton

CIGI Paper No. 78
Olaf Weber and Ifedayo Adeniyi

The International Monetary Fund (IMF) has 188
member countries. The United Nations has 193.
The difference is not economically or politically
trivial. Although none of the members missing
from the IMF is a large country, two of the
five are potentially important in their regions:
Cuba and North Korea. What would it take to
complete the process to have both countries
included as IMF member countries? What are
the obstacles to becoming members, and how
can they be overcome?

This paper discusses the strengths and
weaknesses of the financial sector voluntary
sustainability codes of conduct. It concludes
that enforcement of the codes of conduct is
a major issue, that they mainly focus on the
business case of sustainability, rather than on
their impact on sustainable development, and
that the codes of conduct are compromises that
each financial institution can agree to without
changing their business to move in a more
sustainable direction.

Canadian Trade Negotiations in an Era of
Deep Integration

The Impact of Financial Sector Sustainability
Regulations on Banks

CIGI Paper No. 88
Patricia Goff

CIGI Paper No. 77
Olaf Weber and Olawuwo Oni

The Canada-European Union Comprehensive
Economic and Trade Agreement (CETA) is
noteworthy for the Canadian provinces and
territories’ expanded role and unprecedented
involvement in the negotiation, at the request
of their European Union partners. Why were
Canadian provinces at the negotiating table for
the first time for CETA? This paper will explore
this question.

This paper analyzes the impact of three
financial sector sustainability regulations:
the Chinese green credit guidelines, the
Nigerian Sustainable Banking Principles
and the Bangladesh Environmental Risk
Management Guidelines. All three address the
connection between financial sector activities
and sustainable development, and develop
guidelines for sustainable banking policies,
strategies, practices, products and services.

Centre for International Governance Innovation

About CIGI

The Centre for International Governance Innovation is an independent, non-partisan think tank on international governance. Led
by experienced practitioners and distinguished academics, CIGI supports research, forms networks, advances policy debate and
generates ideas for multilateral governance improvements. Conducting an active agenda of research, events and publications, CIGI’s
interdisciplinary work includes collaboration with policy, business and academic communities around the world.
CIGI’s current research programs focus on three themes: the global economy; global security & politics; and international law.
CIGI was founded in 2001 by Jim Balsillie, then co-CEO of Research In Motion (BlackBerry), and collaborates with and gratefully
acknowledges support from a number of strategic partners, in particular the Government of Canada and the Government of Ontario.
Le CIGI a été fondé en 2001 par Jim Balsillie, qui était alors co-chef de la direction de Research In Motion (BlackBerry). Il collabore
avec de nombreux partenaires stratégiques et exprime sa reconnaissance du soutien reçu de ceux-ci, notamment de l’appui reçu du
gouvernement du Canada et de celui du gouvernement de l’Ontario.
For more information, please visit www.cigionline.org.

CIGI MASTHEAD
Executive
President

Rohinton P. Medhora

Director of the International Law Research Program

Oonagh Fitzgerald

Director of the Global Security & Politics Program

Fen Osler Hampson

Director of Human Resources

Susan Hirst

Director of the Global Economy Program

Domenico Lombardi

Vice President of Finance

Mark Menard

Chief of Staff and General Counsel

Aaron Shull

Publications
Managing Editor, Publications

Carol Bonnett

Publications Editor

Jennifer Goyder

Publications Editor

Patricia Holmes

Publications Editor

Nicole Langlois

Publications Editor

Kristen Scott Ndiaye

Publications Editor

Lynn Schellenberg

Graphic Designer

Sara Moore

Graphic Designer

Melodie Wakefield

Communications
For media enquiries, please contact communications@cigionline.org.

67 Erb Street West
Waterloo, Ontario N2L 6C2, Canada
tel +1 519 885 2444 fax +1 519 885 5450
www.cigionline.org

