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Abstract

Themainobjectiveofthispaperistoexaminetheenvironmentaland

socialresponsibilitypracticesofcorporatefirmsfromtheglobalper-

spectivesforthepromotionofenvironmentallyandsociallyresponsible

businessactivitiesbybanksinglobaleconomies.Topicsreviewedin

thispaperincludeenvironmentalandsocialresponsibility(ESR)

models;economiesandimportanceofadoptingESRinbankingbusi-

ness;existingglobalstandardsandprinciplesonESRofbanksandprac-

ticesbybanksinglobaleconomies.Finally,theauthorsattemptedto

suggestaguidingframeworkforintroducingandimprovingESRactivト

tiesbybanksinthelightofavailableliteratureonESRstandards.

Keywords;EnvironmentalandSocialResponsibility,ESRModels,

GlobalESRStandards

1.1mtroduction

ltisknownthatthedefinitionofCorporateSocialResponsibility(CSR)

haswidelyvariedfromscholarstoscholarsandpeoplestopeoples,aswellas
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managerstomanagers,althoughithasindeedcontainedsomepersuasive

andappropriateissues,subjectsornotionsinit.Theviewpointofenviron一

mentalaffairsisjustsuchoneofitemsinthislineincludedinrathersyntheトr

icmeanlngOfsocialresponsibility.

HereinthisarticlewewouldliketodiscussCSRactivitiesinbankingbus-

inesswithemphasisonthistopicalitemofenvironmentalissuestogether

withsomespecificorgeneralinterpretationsofCSR.

Theessenceofthesocialandenvironmentalresponsibilitiesofbusinesses

isthatthecorporateentitiesshouldtreattheirstakeholdersethicallyandina

sociallyandenvironmentallyresponsiblemanner.Environmentalandsocial

responsiblebankingpracticesareclearlylinkedwithcorporategovernance,

whichisconcernedwithllOldingthebalancebetweeneconomicandsocial

goalstoencouragetheefficientuseofresources.Itisnotjustphilanthropy

andobeyingthelaws(compliance)ratherisanattempttorespondtothe

stakeholdersmoreefficientlyandinaresponsiblemanner.

Anumberofnormsandguidelinesthatarevoluntaryinnaturehave

emergedduringthelasttwodecadesl.Inmostdevelopedcountries,multina-

tionalenterprlSeSOrbanksareencouragedtofollowvariousguidelinesand

workwithunionsandNGOstowardsimprovementofthesocial,environ一

mentalandlabourconditionsrelatedtotheiroperation.Thecorporateenti-

tiesinthosecountriesarenowtooperateundervariouslegislative,fiscaland

otherregulatorybindings;andthereareadequateincentivesinthosecoun-

triestopromotegoodcorporatecitizenship.Ⅰncontrast,thestatusoflabour

rightspractices,environmentalmanagementandtransparencylncorporate

governancearenotsatisfactoryindeveloplngandleastdevelopedworld,

1SuchasUNEp-FI,UPI-FINANCE2000,EquatorPrincipleetc.
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largelyduetopoorenforcementofexistinglawsandinadequatepressure

fromcivilsocietyandinterestgroups.Ascorporateresponsibilityactivities

havegraduallybeingintegratedintoglobalbusinesspracticesandhenceare

becomlngOneOfthedeterminlngfactorsformarketaccess.Suchpractcies

bycorporateentitiesserveusefulpurposesnotonlyforimprovlngCOrpOrate

governance,labourrights,workplacesafety,communitydevelopmentand

environmentmanagement,butalsoforattainlngglobalmarketaccess.

Socialandenvironmentalresponsibilitypracticesbybanksdonotonlyim-

provetheirownstandardsbutalsoaffectsociallyresponsiblebehavioursof

otherbusinesses.Thenexusbetweenfinancialservicesandsustainablede-

Velopmentthroughinvestmenthasbecomeevidentandevidencealsoexists

showingthatthefinancialindustrycouldplayapivotalroleinmaking

businessesmoresociallyandenvironmentallyresponsiblethroughitsopera-

tions:byralSlng,allocatingandprlClngCapital.Financialindustrymayhave

amajorinfluenceontheentitywhoinsocietygetsaccesstofinancing;hqw

financialservicesbenefitthepeopleandhowafinancedprojectcauseen-

vironmentaldestruction.Theadoptionofdifferentworldstandards,guide-

linesorprlnCiplesbythemajorglobalfinancialinstitutionsandbanks

reflectsagrowingawarenessofthisnexus,andcouldleadtoin-

vestments/projectsthataregoodnotonlyforfinancialinstitutions,butalso

fortheenvironmentandsociety.Inthedevelopingandleastdeveloped

world,financialinstitutionsmayplayvitalrolesinsavlngtheenvironment,

promotinghumanrightswithintheworkplace,andprovidingwelfare

throughtheirfinancingpolicies.Suchinfluencecanextendahandofcooper-

ationtothegovernmentinenforclngregulationsandprotectingthefragile

environmentofmanyofthesecountries.
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Thispaperaimsatareviewofenvironmentalandsocialresponsibility

practicesofcorporatefirmsfromglobalperspectivesforthepromotionof

environmentallyandsociallyresponsiblebusinessactivitiesbybanksin

globaleconomies.ThepaperreviewsavailableESRmodels;discusses

economiesandimportanceofadoptingESRinbankingpractices;identifies

existingglobalstandardsandprinciplesonESRofbanksandtheirpractices

bybanksinglobaleconomies;andformulatesaguidingframeworkfor

adoptingandimprovlngESRpracticesbybanksinthelightofavailable

literatureonESRstandards.

2.ModelsofEnvironmentallyandSociallyResponsible

BusinessPracticesandtheRelevantIssues

AstudyoncorporateresponsibilityintheIndiancontextpresentedfour

differentmodelsofcorporatesocialresponsibility,whichwere:theEthical

model,theStatistmodel,theLiberalmodelandtheStakeholdermodel(Ku-

mareta1.,2001).TheEthicalmodelisbasedonthecorporatephilanthropy

ofCadburyBrothersinEnglandandtheTATAFamilyinIndiainitiatedin

the19thcentury,whichintheultimateanalysis,madeimportantcontribu-

tionstowardssocialdevelopmentintherespectivecountries.TheStatist

modelisrelatedto s̀tateleadership'incorporateresponsibility,and

emergedincountrieswithasocialistideologyandinthewelfarestates,

wherethestateassumesresponsibilityforthewelLbeingofworkersinthe

workplaceandbeyond.TheLiberalmodelencapsulatesthephilosophy,

whicharguesthatitissufficientforbusinesstoobeythelawandgenerate

wealth,whichthroughtaxationandprivatecharitablechoices,Canbedirecト

edtosocialends.TheemergenceoftheStakeholdermodelislargelyrelated
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tothegrowingconcernregardingthecurrentphaseofglobalisation,which

hasinpartbeencriticisedonthegroundthatglobalisationresultsinlower

environmentalandlabourstandards(Raihan,2005).

Therearevariousschoolsofthoughtsonthemechanismofsociallyand

environmentallyresponsiblepracticesandtheirimpactsonbusinesses.

Thereareargumentsthatanemphasisonenvironmentallyandsocially

responsiblebusinesspracticesmayleadtoprlCeincreasesthatmaynotallow

thespecificmarketsforacompany'sgoodsandservicestoclear.Ifthese

costsarethentransferredtoprlClngthecompany'sproducts,allotherthings

beingequal,thenon-ESRcompanywilleventuallydriveitsESRcounter-

partsorforceittoreduceESRrelatedcosts.Ontheotherhand,itisalsoar一

guedthatqualityaspectsmaynotallowprlCeincreasesandmarketstoclear.

ThereisanESRpremiumoranadditionalbenefitearnedbyESRpractising

firmsthatcanbeearnedonthefactorslikeproductquality,employee

productivity,consumersatisfactionandappreciationetc.Therefore,thead-

ditionalESRrelatedcostscouldwellbecancelledoutbyconsumersaccept-

1ngtOpayforthisadditionalpremium.Thethirdargumentisthatgenerally,

theESRcostisunaccountedfor,andsocietyispaylngOnbehalfofbusiness-

esthroughvariouschannelsastaxforenvironmentalrehabilitation,drainlng

ofgovernmentresourcesforrehabilitationandcompensation.Oncethe

businessesinternalisetheexternalitiestheyareresponsiblefor,environmen-

talprotectionandsociallyresponsiblebusinesspracticesareautomatically

ensured.

TodaythewidelyacceptablemodelorframeworkofESRaddressesthe

followingbroadissues:howbanksoperatein-house;howbanks'policies,
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servicesandproductsaffectsociety;howbankspromotesustainablebusi-

nessdevelopment;andhowcommunityactivitiesaffectstakeholders.Con-

nectedwiththeabove一mentionedfourissuestheESRareasinclude:(1)the

socialandenvironmentalaspectsofthebanks'ownoperationssuchas

labourandworkconditions,recycling,andenergyconsumption;(2)theen-

vironmentalandsocialimpactsof,forinstance,projectsfinancedbythe

banksorbondsissuedbytheinvestmentbanks;(3)bankscanbepro-active

andsupportsocialandenvironmentfriendlydevelopments,e.g.bydesigning

newproductsthatfavourbetterenvironmentalandsocialpractices;(4)com-

munityinvestmentsandactivitiesthattargetunderprivileged,lowincome

clientsorotherstakeholderssuchassettingupofhospital,schools,free

medicaltreatmentforlow-incomepeopleresideinthelocationofabank

branch.

3.EconomiesofESRandRolesofBanksinDeveloping

ESRPracticesinBusinesses

EvidenceforthepositiveESRpremiumisgrowlngWithtime.TheC0-

0perativeBankinEnglandsoughttodistinguishitselffromrivalbanksby

stresslngitssociallyresponsiblecredentialsasitannouncedrecordprofits

fortheseventhyearrunnlng.ItisproventhatwithawelLmanagedESR

premium,consumerscouldbewillingtopayextraintheknowledgethatthe

productstheyboughthadnotbeenproducedbychildlabour,hadrespected

theenvironment,thatthetechnologytoproducethemhadbeenacquired

withoutcorruptionpayments,andthatthehumanrightsofitsemployees

andthelocalcommunityhadbeenprotectedetc.AnESRpremiumisalso

earnedfromincreasedproductivitythroughsoundhumanresourcepolicies
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0femployeesandmanagers.Productqualityisalsolikelytobemuchim-

provedwhenemployeesaretreatedaspartofthecompany.

Practically,manybusinessesseeESRasinvestment.Thebenefitsofsuch

investmentarenotalwaysimmediatelyapparent.TrainlnglSanObviousso-

cialinvestmentthatisacceptedasessentialforfuturegrowthandprofits.

Reputation,akeylngredientofsocialcapital,isknowntobeanimportant

forceinthemarketplacethatcannotbegainedinaday.However,itisnot

clearwhetherreputationforanESRcompanylSStrongerthananon-ESR

company.Certainly,themorecompaniesandinstitutionsthatadoptCSR

policies,thelessparticularcompanieswillbepickedupon,andthemore

resilienttheywillbetoattacksontheirreputation(Hopkins,2001).

ItisarguedthatintermediationoffinancialflowstobusinessenterprlSeS

affectspeople'slivesandthechoicesavailabletosociety.Bygenerating,al-

locatingandprlClngCapital,financialinstitutionsmayseriouslyinfluence

businesspractices.ThereisalsoanincreaslngCOnCernOftheimpactof

financiallendingtocompaniesandforprojectsontheenvironmentandhu-

manrights.Projectfinanclngbybanksorbondsissuedbyinvestmentbanks

shouldfocusonhowESRprlnCiplesaremanaged.ESRpracticesbybanks

shouldalsoensurethatfinancialfirmsactivelypromotesustainabledevelop一

mentthroughproactivesupportofsocialandenvironmentaldevelopments,

e.g.bydesignlngnewproductsthatfavourbettersocialorenvironmental

practices.Suchproductsmightbe,forexample,loanswithlowerinterest

ratesforcompanieswithaprovensocialandenvironmentalrecord.Current

projectlendingacrosstheglobeoftenresultsinunsustainablepractices,be-

causefinanciersdonotproducereasonableenvironmentalandsocialimpact
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assessmentsoftheprojectstheyarefinanclng.Thelackofsustainability

criteriaandregulation,Combinedwiththelackoftransparencyforthosein-

dividualdepositors(whoareinterestedinknowinghowbanksareusing

theirmoney)andchannelsforthosedepositorstovoicetheirconcerns,also

ledtounsustainablepractices.

4.Standards,GuidelinesandGlobalESRPracticesby

Banks

lnagoodESRframeworkprocessesandsystemsshouldbetheretoen-

surethatbankscanberesponsivetotheirshareholders,regulators,cus-

tomers,employeesandcommunities.TheESRstrategyistopursuea

balancedapproachwithallthestakeholdersasbanksbuildtrustedrelation-

shipswiththem.Weaspiretoensurethattheimpactofbusinessdecisions

onallstakeholdersisafactorthatisconsideredfromtheoutset.Theprac-

ticeshouldincorporateasetofcommunity,environmentandbusinessinitia-

tivesconsistentwi比deliveringtheESRstrategy.

ThereareseveralinternationaleffortstodrawupESRguidelinesthat

mayapplytoallfinancialservices,andspecificinitiativesthataimatsetting

voluntaryESRstandardsforthebanks/financialinstitutions.Theseguide-

linesaregenerallyvoluntaryinnatureforthefinancialinstitutions,andonly

applytothoseintheindustrythatsignupforsuchinitiatives.However,

thereisaseveredearthofinformationasregardstheactualimplementation

ofguidelines,asthereisnostandarddisclosurenormforESRpractices.

Generally,externalverificationismisslng,aSthereislittlescopetogetinfor一

nationfromthefinancialinstitutions
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0neoftheinitiatives,directlyrelatedtoenvironmentallyresponsiblebusi一

messpractices,isUNEP (UnitedNationsEnvironmentProgramme)

FinanceInitiative(UNEPFI).Theinitiative,establishedin1992,attempts

toworkwithfinancialcompaniesandinstitutionstoidentify,defineandpro-

motegoodandbestenvironmentalpracticesintheirinternalandexternal

operations.Incollaborationwithover260commercialandinvestment

banks,fundmanagers,andinsurancecompanies,theinitiativeisbasedona

statementofcommitmentinregardtoenvironmentalandsustainablede-

velopmentinthreeareasoftheiractivities:incorporatingenvironmentaland

socialaspectsininternaloperations;identifyingandquantifyingenviron一

mentalriskaspartofthenormalprocessofriskmanagement,andthede-

velopmentofproductsandservicesthatactivelypromoteenvironmentalpro-

tection.Theinitiativepromotesinformationsharingwithcustomersand

otherstakeholders,research,dialoguewithotherfinancialcorporationsand

thesharingofbestpractices,andworkingwithUNEPtoreviewtheirsuc-

cessinimplementingthestatement.ThestatementandUNEPFIarenot

veryfarreachingwiththeirshortcomlngSWithregardtotheverificationof

implementationbythesignatoryfinancialfirms(SOMOReport,2004).

In2002,theWorldBusinessCouncilonSustainableDevelopment

(WBCSD)releasedapositionpaper(inresponsetotheapproachofagroup

offinancialinstitutions)Ontheimpactofsustainabledevelopmentonthe

financialindustry,andthecriteriaonwhichasustainabilitystrategyforthe

financialindustryshouldbebased.Thepaperarguedforintegratingsustain-

abledevelopment,outlinedmajorissuesofsustainabledevelopment2in

2Sustainabledevelopmentisgenerallyunderstoodasdevelopmenttakingcareofprotectionofen-

vironmentandpreseⅣationofbio-diversity.
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relationshipwithdifferentstakeholders,recognisedtheinfluenceand

responsibilityoffinancialcompaniesasdriversforchangetowardssustaina-

bledevelopment,andencouragedthesectortobemoretransparentinits

financialreporting.

AnotherinitiativeEPZ-Finance2000,aimsatdevelopingenvironmental

measurementindicators,andwaslaunchedbyllfinancialcorporationsin

GermanyandSwitzerland.ThesetofEnvironmentalPerformanceZndicatws

(Ep二)forthefinancialindustryincorporatedtheenvironmentalevaluation

standardISO14031asaguideline.TheEPZ-Finance2000proposedindica-

torscoverlngfourcategoriesoffinancialservices-commercialbanking;in-

vestmentbankingandprojectfinanclng;assetmanagement;andinsurance-

relatingtointegratingenvironmentalissuesintocorebusiness,anddevelop-

mentofenvironmentalproductsforfinancing.

AdeclarationwasreleasedinJanuary2003on"FinancialInstitutionsand

Sustainability",whichwasendorsedby100civilsocietygroupsbythebe-

ginningof2004(SOMOReport,2004).Thedeclarationstatessixkeyguid-

1ngprinciplesthatNGOsarecallingonforbanksandotherfinancialfirmsto

adoptatalllevelsoftheiractivitiesandtransactions.TheseguidingprlnCi-

plesincludecommitmenttosustainabilityatthelevelofcorebusiness(lend-

ing,investingetc.);commitmenttoadopta D̀oNoHarm'approach(im-

pactonenvironmentalandsociallevels);commitmenttoresponsibility;com一

mitmenttoaccountabilitytotheirstakeholders;commitmenttotransparen-

cy;andcommitmenttosustainablemarketsandgovernance.ThisCollevec-

ChioDeclarationonFinancialInstitutionsandSustainabilityisconcerned

withthedamagingenvironmentalandsocialresultsofprojectsfinancedby
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banksandotilerfinancialfirms.Thedeclarationoutlinescivilsociety'sex-

pectationsfromthefinancialsectorinordertoadvancesustainability.The

expectationsgofarbeyondcurrentpracticeandthinkingofbanks'ESRin-

itiatives.Itaimsforrealimprovementsoftheimpactthatfinancialactivities

haveonsocietiesandtheenvironment.

NGOshavebeenundertakingcampaignsagainstfinancialfirmsfortheir

roleinfinanclngriskyprojects3whereESRproblemsaremostlikelytooc-

cur.Inresponse,Somefinancialfirmsdevelopedsectorspecificguidelines

forprojectfinancing4.However,independent,externalverificationoftheim-

plementationoftheseguidelinesisstillnotinplace.

Amongtheexistingguidelines,tileEquatorPrinciplesreceivedpromi-

nenceinrecentyears.TheEquatorPrinciplesarebasedontlleenvironmen-

talandsocialpoliciesandguidelinesofthelnternationalFinanceCorpora-

tion(IFC),theprivatesectordevelopmentarmoftheWorldBankGroup.In

theareaofprojectfinancing,theEquatorPrinciplesareasetofvoluntary

commitments,designedbyagroupofbanksforassesslng,managlngand

monitoringenvironmentalandsocialrisk.CommittingtoabidebytheEqua-

torPrinciples,abankagreestoapplyguidelinesbasedontheInternational

FinanceCorporation'spoliciesforassessingprojects'environmentalandso-

cialimpacts.TheseprlnCiplesapplytoallprojectfinanclng,inallsectors

globally,wherethesizeofthedealexceedsUS$50million.Eachprojectis

categorizedintooneofthreegroups:High-impact c̀ategoryA'projects,

whichrequireafullenvironmentalimpactassessment(EIA);c̀ategoryB'

3Forexamplefinanclngprojectsthatharmtropicalrainforests,mlnlngOperations,gasoperations,

financinginvestmentsthatviolatehumanrightsetc.

4Forexample,ABMAmrodeveloped"RiskPoliciesonForestryandTreePlantations"･
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projectswithlowerlikelyimpacts,whichrequlrealess-extensiveEIA;and

c̀ategoryc'projectswithminimalornoadverseimpacts.Theprojects

undercategoryCdonotrequlreanEIA.TheprlnCiplesalsorequireborrow-

ersinhighimpactprojectstocarryoutappropriatelocalstakeholderconsul-

tation.Inaddition,theborrowerorathird-partyexpertmustputanenviron-

mentalmanagementprogrammeinplacetoaddressprojectcompliance,

mitigation,actionplansandmonitoringprocedures.Fromahumblebegin-

nlng,theEquatorPrincipleshaveindeedalteredtheprojectfinancemarket.

Asof2005,28majorbanks5committedtouslngtheEquatorPrinciplesto

manageenvironmentalandsocialriskintheirprojectfinancebusinesses.

TheEquatorbanksrepresentedabout75% oftheprojectfinancemarketin

2003(Lazarus,2004).

UNGlobalCompactisanESRinitiativeapplicabletoallbusinesssectors

expressedin10voluntaryprlnCiplesonhumanrights,labourrights,environ-

mentandanti-corruption.Itincludesrecommendationtoallsortsoffinancial

marketparticipants,rangingfromstockexchanges,pensionfunds,financial

institutionsandregulators.OneoftheproblemswithUNGlobalCompactis

thatitisnotaregulatoryinstrumentandreliesontheself-interestsofthe

company.ThereiscriticismthatbypromotingtheinstrumenttheUNeffec-

tivelyunderminestheabilityofthenationalgovernmentstoputforwarda

differentapproach.

Thoughsomebanksareveryslowtotakeinterestandareabsentfromthe

5MajorbanksincludeABNAmroBankandRabobankoftheNetherlands;BarclaysPLCandRoy-

alBankofScotlandofBritain;US-basedCitigroup,Inc.;French-basedCreditLyonnais;Credit

SuisseGroupofSwitzerland;HVBGroupandWestLBAGofGermany;andWestpacBanking

CorporationofAustralia,etc.
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scenewheretheworld'smajorfinancialinstitutionsaretakingtheinitiative

inestablishingenvironment-friendlystandardsforprojectfinance(PF)for

developlngcountries.TheadoptionoftheEquatorPrinciplesbyanumberof

bigbanksconfirmsthattheroleofglobalfinancialinstitutionsischanglng.

Morethanever,peopleatthelocallevelknowthattheenvironmentaland

socialaspectsofaninvestmentcanhaveprofoundconsequencesontheir

livesandcommunities- particularlyintheemerglngmarketswhere

regulatoryregimesareoftenweak.OntheadoptionofEquator,IFCPresi-

dent(in2003)notedthatoneextremelyimportantdevelopmentisfinding

somethingcommoninbanksofdifferentreglOnSi.e.adoptionofequator

prlnCipleswhichisabsolutelyvitaltothelong-termeconomicperformance,

environmentalstatus,andsocialhealthofallcountries.Thefateoftherich

economiesisdirectlylinkedtothefateofresponsiblegrowthinthepoorer

economies,andtheEquatorPrinciplesmakethatlinkexplicit.

5.FormulatingaGuidingFrameworkforESR Prac-

ticesinBanks:CriticalIssues

ltmightgenerallybeagreedthatESRpracticescouldenhancebanks'

reputationandprofitability,andthatcustomersatisfactionandcommunity

investmentwouldhavepositiveimpactsontheirfinancialsustainability.It

couldalsowidelybeacceptedthatbanks/financialinstitutionscanplaya

vitalroleinincorporatingandimprovlngESRpracticesinbusinesses.

HoweverawideradoptionofESRpracticesinmanycountries,mainlyinde-

Veloplngandleastdevelopedcountries,1SStillmisslng.Eveninmanycases

specificpolicyguidelinesanddirectionsfromthecentralbanksorconcerned

monetaryauthoritiesarenon-existentorinadequate.
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5.1BroadPolicyGuidelinesforBanksandBasicPrinciples

Generallyglobalrulesofbusinessaredictatedbythenormssetbydeve-

lopedcountries.Itisobviousthatapplyingthesameyardstickofcompliance

intermsofresponsiblebehaviourtobanksbothinthedeveloplngandleast

developedcountrieswouldbeprematureandunjust.Abroadsetofvolunta-

ryprinciplesshouldbeofferedonthecurrentpracticeofESRelementscon-

sideringcurrentbusinessenvironment,domesticrealityandglobalpractices.

ThebasicprlnCiplescouldbecommitmentsinconnectionwiththefollowlng

aspects:

ESRCommitmentsattheLevelofCoreActivities

ESRcommitmentsshouldbeon:theincorporationandimprovementof

evaluationmechanismofsocialandenvironmentalimpactoftheactivities,

includinglendingandinvestingetc.;incorporationofmechanismforiden-

tificationandquantificationofenvironmentalriskaspartofthenormal

processofriskassessmentandmanagement;introductionanddevelopment

offinancialproductsforpromotingprotectionoftheenvironmentandsus-

tainablesocietythroughprlCedifferentiation;1mplementationofstepsfor

capacitybuildingthroughprovidingeducationandtrainlng,andensurlng

health,safetyandotherbenefitstothestaff.

ESRCommitmentsinLendingOperationsensurmg乃OHarmtotheEn-

vironmentandSociety

ESRCommitmentsshouldbeon:developmentofmethodstoscreenthe

levelofenvironmentalandsocialriskintheprojectsandasslgnlngarisk

categorization;introductionofalendingmechanismunderwhichhigherrisk

projectsrequlretheborrowertoprepareanenvironmentalassessmentand
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developanenvironmentalmanagementplan;incorporationofamechanism

whichensuresthatenvironmentalassessmentevaluatestheprojectagainst

environmentalguidelinesandabaselinesetofpolicyrequlrementS,Setby

domesticagencies,lnCludingconsultationwithlocalcommunities.

ESRCommitmenttoensureWiderAccessibilitytoFinancialServices

ESRCommitmentsshouldbeon:designlngSaVlngSServicesandlending

productstargetinglowerincomegroupsandpoorerclassofthesociety;en-

suringgooddistributionandbalanceofurbanandruralcustomers;ensuring

betteraccesstofinanceoftheunderprivilegedthroughvariousincentives,

includingpreferentialrefinanclngfacilitiesoftheBangladeshBank.

ESRCommitmenttoAccountabilitytotheStakeholders

ESRCommitmentsshouldinclude:developmentandimplementationofa

systemofmeasurlngCustomerSatisfaction,orarrangementofregulardia-

loguebetweencustomersandmanagement/directors;engagementofstake-

holdersthroughaforum,Withrepresentativesfromprominentenvironment

expertsandactivistsgroups,communityservicegroupsandconsumer

groups,whichwillensureeffectiveconsumersatisfactionandeconomicand

socialreturns.

ESRCommitmenttom･ansparelWyandIndependentVerification

ESRCommitmentsshouldinclude:developmentandimplementationofa

systemofreportingbybanks/financialfirmsonthesocial,environmental

and/orsustainabledevelopmentaspectsoftheiractivitiesandtheirim-

plementation;introductionofasystemofexternalverificationorindepen-

dentsocialaudittoensurecomplianceofESRBankspolicyguidelinesand
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5.2IncentiveforESRPracticesbytheBanks

Asetofpositiveincentivescanbeusefulforencouraglngbankstoadopt

theESRguideline.Therecouldberefinancingfacilitiesforbanksthathave

andutilizeswelトdefinedenvironmentalandsocialriskassessmenttools.

Otherfiscalandnon-fiscalincentivescanalsobedesignedinthisregard.

OneofthemmaybetheintroductionoftaxincentivesfortheselectedESR

banks.

5.3ESRGovernanceinBanks

CSRgovernancecannotbesegregatedfromoverallcorporategovernance.

AnESRCellorESRUnitineachbankmaybeasslgnedwiththerespon-

sibilityofdesignlng,evaluating,andadministeringtherelevantissuesof

banks.ThecellorunitshouldberesponsibleforreviewofCSRpractices

andenvironmentmanagementsystems,evaluationofachievements,and

reportingtothemanagementonanannualbasis.Centralbankormonetary

authoritiesofrespectivecountriesmayplayaroletoencouragetheforma-

tionofsuchacellorunitinallthebanks.

5.41mitialCostandAwarenessBuilding

Initially,implementationsofESRpracticesrequireaninvestmentcost.

Theawarenessbuildingofbankshareholdersandmanagementisthe

preconditionforadoptinggoodESRpractices.Itistounderstandthatbanks

needtohaveabalancebetweentheireconomicandsocialgoalsforalong

runsustainabledevelopment.ItisimportanttoraiseawarenessonESR

practicessothatCSRdoesnotsimplymeancommunityservicesorphilan-
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thropy.Theawarenessprogrammemayincludeseminar,workshop,staff

orientation,campaignetC.

5.5ProductDevelopmentforWiderAccess

AppropriateproductdesignisanintegralpartofESRpracticesandacru-

cialchallengetoensurewideraccessofpeopleofallclasses[highincomes

tolowincomes],communitiesandareas[urbanandrural].Practicallyin

manyinstances,ruralandfarmsectorandthepoorerclasshaveverylimited

accesstothefinancialservicesofferedbythebanks.

5.6hcorporatingCSRProvisionsinLoanAppraisal

Underabroadguideline,banksareexpectedtoadheretosomemajor

prlnCiplesforallactivities/transactionsingeneral,andsomeprlnCiplesfor

projectfinanclngSpecificallytoincorporateintheloanproposalstoimprove

ESRpracticesbytheirbusinessclients.Themethodsofriskassessmentand

gradingshouldbecountryspecificandmightbeamatterofresearch.

5.7IncentiveforESRPracticesbytheBanks'Clients

Incentivesanddisincentivesshouldbepartofbankslendingprocedure

thatcouldworktoencouragebanks'ClientstoadoptandimproveESRprac-

ticesinbusinesses.Complianceofnationalenvironmentalregulationmay

notbesufficientandbanksmaychargelowercostoffundforthoseprojects

thataresociallydesirableandhavenoharmfuleffectonenvironment.

5.8PersonalandProfessionalDevelopmentofHumanResources

ltiscrucialtorecognlZetheimportanceofdevelopinghumanresources

professionallyandpersonallyandprovidingthemwiththerightskills-not
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justforcurrentperiod,butalsoforthefuture.Itisimportanttostrengthen

therelationshipbetweenmanagersandthestaffbyencouraglngmoreOpen

andhonestconversations.Itisrequiredtointroducedocumentedhealthand

safetypolicy,asthesearealsothefundamentalrightsoftheemployees.

5.9Multi･StakeholdersDialogue

Generally,multi-Stakeholderdialogueisverylimitedinbankingsector

governance.Shareholders,directors,andbankmanagementhaveascopefor

interactionandviewsharing.However,banksgenerallydonothaveanyin-

itiativeofmeasurlngCustomerSatisfactionorarrangementofaregulardia-

loguebetweencustomersandmanagement/directors.Stakeholders'forum,

Withrepresentativesfromprominentenvironment,communityservicesand

consumergroupsmayensuregreaterconsumersatisfaction,andeconomic

andsocialreturns.

5.10EnvironmentManagementSystem

Adoptinggloballyacceptedenvironmentmanagementsystemsisa

challengetothebankingsectorofthecountryforlong-termprospectsand

sustainability.Banksshouldbeguidedbyspecificprinciples,andshouldcon-

siderthedirectandindirectenvironmentalimpactsofanylendingdecision.

5.11IndependentMonitoringandSocialAudit

Theloanofficialsofbanksgenerallyhavelimitedexperienceinmonitor-

1ngenvironmentalandsocialcomplianceofthebusinesses.Gettinghigh

quality,consistentandindependentadvicefrom independentexperts

throughoutsourclngWillbeoneofthemajorChallengesforthebanksandfor

borrowers.
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