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Introduction

“A co-operative is an autonomous association of persons united voluntarily to meet their common economic, social and cultural needs and aspirations through a jointly-owned and democratically controlled enterprise.” (EACB, nd a) Cooperatives exist in a large number of industries, but whatever industry they compete in they share common or at least close governance principles. Cooperatives are created and sustained to serve their customers’ interests, to ensure this goal most customers are members of the cooperatives
, which means they are the owners of the cooperatives and thus have a direct impact on the decisions made in them, through the democratic system of governance based on 1 member = 1 vote. These principles differ from a privately owned company, where customers do not always own shares in the company and for those that do their voting impact corresponds directly to the number of shares they own.

Cooperatives are represented by several independent non-governmental organisations, at different geographical and economical levels. The International Co-operative Alliance (ICA), founded in 1895, represents independently 223 cooperatives coming from 87 countries (ICA, nd). The International Co-operative Banking Association (ICBA) is a branch of the ICA which aims is to contribute to the development of financial cooperatives by promoting their values and interests worldwide while underlying the impacts of their work on the economic and social levels (ICBA, nd). The European Association of Co-operative Banks (EACB), founded in 1970, is also an important representation body for European cooperatives. It acts as the main communicating link between the EU and cooperatives and between cooperatives themselves. Its main tasks include: informing member cooperatives of the EU decisions impacting the banking industry, coordinating communication and actions between members, lobbying on the European institutions and promoting the cooperative principles at the international level.
Financial cooperatives have been growing in size over the past thirty years in Europe and other developed countries. They have become serious competitors to private banks and are even dominating some markets nowadays. For instance in France, financial cooperatives collect 60 % of national savings, employ 280,000 people in 22,000 local agencies. In Europe, cooperatives collect 18 % of all savings and represent 160 million clients (Roux, 2008).  

This has become the case as financial cooperatives have been expanding their customer basis: instead of staying focused on the historic market share (e.g. agriculture workers) they have opened their services to the whole banking sector. This has lead to the broadening of their services, in order to adapt to their new marketing strategy and to offer a proper alternative to their private competitors.

If this strategy has been a success in many countries where big financial cooperatives have emerged, it has a massive drawback for cooperatives. By growing, they have been going further away from their roots, and in the meantime have lost some of their credibility. Historic members have argued that by competing with private banks, cooperatives have lost their social and ethical touch. Cooperatives also face trivialisation from their new members and other stakeholders, who tend to appreciate financial cooperatives as similar to private banks. Most members do not know well financial cooperatives’ particularities, such as their corporate governance system, which is a huge problem as members are a key to that system. Other stakeholders, such as regulators at national and European levels tend to ignore that system as well, which means that legislation is mostly ill-adapted to non-private corporate governance system. Thus, cooperatives are threatened by the fact that their stakeholders (international bodies, governments, legislators, employees, current and potential members and customers, non-governmental associations etc.) do not understand their identity, model and values. In turn, these identity, model and values themselves are menaced and could even be harmed or disappear if cooperatives do not react.  

This thesis will focus on the ways available to cooperatives to solve their trivialisation and credibility loss issues. The aim is to study what cooperatives are already doing to fight against trivialization, to explain what efforts they should do to get back to a healthy state and even to offer them a way of using their model and values to become leaders in sustainable development. Becoming sustainable leaders could help cooperatives not only to overcome the trivialisation state they are in through engaging into a two-way communication with stakeholders, but also to build on their particular model in order to build a strong and sustainable competitive advantage.

Therefore, the main question that we will try to answer here is: How can cooperatives overcome the trivialisation they face and build on their own identity, model and values in order to become better competitors? This thesis focuses mainly on big European financial cooperatives.

In order to fight the trivialisation and the loss of credibility they face, cooperatives should focus upon increasing their communication, especially towards members and legislators whilst simultaneously improving the transparency of their governance system and of performance monitoring. We will study the underlying communication and transparency issues behind the current problematic situation faced by cooperatives and the efforts they are making or should make to improve their communication and transparency policies in part I. 

Recently, another way to fight the issues faced by financial cooperatives has emerged: the creation and implementation of a corporate social responsibility (CSR) strategy. CSR is “a concept whereby companies integrate social and environmental concerns in their business operations and in their interaction with their stakeholders on a voluntary basis” (European Commission, nd). We will show throughout this paper how CSR is a wonderful tool that financial cooperatives can use in order to solve their issues of trivialisation and credibility. We will proceed to a review of literature on that topic and we will summarise and compare the CSR strategy adopted by some of the main financial cooperatives in Europe in part II. Finally in part III we will analyse the findings of previous parts, draw some conclusions about the current situation and offer a guide for cooperatives in order to become leaders in sustainable development.

The methodology chosen to conduct the research necessary for this thesis is an extensive review of academic and industry literature, which is the basis of part 1 and 2. The literature was condensed through personal research on academic databases
 and on the Internet. The choice of an academic review seemed quite natural and obvious for several reasons. A research project based only on interviews seemed unachievable, because cooperatives are spread all around Europe and the topic studied required interviews with top managers, who are quite hard to reach. I was lucky enough to manage to get several interviews, thanks to my research assistant job, but not enough to build a research project on. Moreover, I wanted to have both an outsider and an insider point of view on this topic. Managers have their own appreciation of the issues that their cooperative faces, but they lack some objectivity and often fail to ‘think out of the box’. Doing a review of all the research published in that field seemed to be a good way to get a variety of opinions from both academic scholars specialised in the cooperative sector and cooperative professionals working in the field. The fact that the literature studied here has been written by specialists from both worlds, academic research and cooperative baking industry, makes the literature review varied, interesting and more likely to show a broader, clearer and more accurate picture of cooperatives’ current situation. 

This literature review is coupled with a practical study focusing mainly on the CSR side of the thesis. This practical study is based on the analysis of CSR reports, on information I got through participating in a meeting of the CSR working group of the EACB, and on some interviews that I conducted with representatives of the sustainable development departments within Crédit Mutuel and Crédit Agricole. The aim of this practical study is to closely study the CSR strategy adopted by four big cooperative groups around Europe to compare these together and then to draw some conclusions about the way cooperatives deal with CSR and how they could improve themselves. 

I) Communication and Transparency policies 
1) Information & communication policies
Wyman (2008) affirms that cooperatives show higher customers satisfaction than private banks, which can be linked to the proximity they share with their clients and their implication in local communities. “[It] helps build customer loyalty and trust, and serves as an important differentiator against the non-co-operative competition” (Wyman, 2008, p.26). The author argues that cooperatives need to communicate more on their core characteristics, in order to explain their differences and correct misconceptions that legislators, potential customers and other stakeholders may have. “[Communication campaigns] should clearly explain the benefits that co-operatives bring to individuals whom they serve, as well as to society as a whole” (Wyman, 2008, p.27).

Bélanger & Lévesque (nd) study the cooperative group called Mouvement Desjardins in Quebec. They notice that the group decided in the 80 s to change their strategy by creating a more cooperative culture based on decentralised labour relations. Desjardins launched a big campaign to promote its “new cooperative compromise” composed of “conferences on cooperative values; annual reports and Federation general meetings which discussed the concepts of solidarity, dialogue and participation; discussions involving senior officers, and training courses for directors and managers” (p.113). This campaign was directed both at employees and members (Bélanger & Lévesque, nd, p.113):

On the level of relations with members, it was above all a question of drawing attention to the Caisses’ accomplishments and to their involvement in their respective communities. As for employee-management relations, it was more a matter of setting up a management style that was open to consultation and providing a sense of individual participation so as to enable employees to identify with their Caisses.

This example shows the importance of communication at different level (employees, management, members) when implementing a new strategy.

· Communication towards international institutions 

Guider (2008) highlights the lack of awareness in cooperatives’ particularities at the EU level, which entails European legislation being designed for private companies only. The European and international legislation tend to favour the private model over the cooperative model, leading cooperatives to ask for more flexibility in the elaboration and implementation of EU directives. Whereas the European Parliament seem to be in favour of banking industry’s plurality, the European Commission’s mindset is less clear. Cooperative banks do not ask for any legislative favour but only that their particularities are acknowledged and that legislation does not discriminate against them. For a long period of time, cooperatives have not communicated enough on their model, which has led to confusion for legislators about differences between public bank, cooperative banks, credit unions etc. Juvin (2008) also affirms that cooperatives have not made enough effort to communicate their particularities and to lobby for a better recognition from legislators, rating agencies and analysts.

However, according to Guider (2008), this has recently started to change as the EACB has published several reports in order to communicate about the important role of cooperatives in the European economy. The IMF has also published two studies on financial cooperatives, which shows that international institutions are starting to be interested in the topic. The EACB needs to educate EU legislators so that they are able to understand cooperatives functioning and take it into account when they regulate the banking industry. Detilleux (2008) adds that cooperatives and their associations should concentrate on communication directed towards the IMF, the World Bank and the EU instead of national governments, as they are the ones having a big influence on cooperatives’ future. 

Boned (nd) also notes that European cooperatives have joined their forces in order to promote their particularities, especially in direction to European Institutions. This has led to the growing recognition of cooperatives’ specificity and positive impacts by the EU, which shows the importance of concerted and common communication and lobbying.  

· Communication towards members

Gurtner, Jaeger & Ory (2008) suggest that as cooperatives group grow bigger, more decisions tend to be taken at the national level instead of the regional level, which undermines members’ influence. As a consequence, members often get less involved in the cooperatives’ life and less interested in membership, which is a very serious threat to cooperatives’ existence. Cooperatives need to re-conquer their membership base, which implies giving back their key governance role to members. Retaining members is very important, as they are also clients, thus showing them that created value benefits them first is a necessity. As a consequence, cooperatives need to put back in place policies concerning members’ privileges (e.g. discounts), influence on product innovations, participation in strategic decision making etc.

Richez-Battesti (2006) also studies the trivialisation faced by cooperatives, because of their abandonment of the bottom-up strategy that led to members’ disinterest. French cooperatives are confronted to the trivialisation of their cooperative identity as they have been growing up and competing with private banks. It is a big threat to them, as members are the key reason of cooperatives’ existence. Strategies have emerged in order to both re-affirm their core cooperative identity and mobilise members again: 

The re-affirmation of core cooperative identity implies a lot of communication towards members and training for managers and employees. French cooperatives did not use to communicate on their core cooperative values and their social contribution to local communities’ development. Nonetheless, this has recently changed as cooperative groups have started to highlight their values as being a key difference compared to private banks and other cooperatives. Communication strategies differ from one group to another: some have adopted a collaborative method with the EACB that focus on communicating about cooperatives in general, while others have chosen a more individual approach that highlights their own key competitive advantages compared to other banks.

As for the mobilisation of members, Mouvement Desjardins in Quebec seems to be the model every cooperative looks at to build its own strategy of members’ reconquest. Even if strategies show some differences, they are generally built on three aspects: knowledge, information, and mobilisation. Cooperatives all underline the importance of information tools (e.g. journals directed to clients, e-newsletters, websites) in order to reinforce the transparency, proximity and continuity of the relationship with members. In France, Caisses d’Epargne is leading the way with their much formalised mobilisation strategy. They have set several membership observation and evaluation tools. Membership is very structured through two levels of representatives with different missions (banking management and relationships with members). The group also uses a wide range of communication tools to inform its members and clients. 
Boned (nd, p.1) says that “members are, at the same time, the basis and justification of cooperative enterprises, [thus they] deserve specific and educational communication efforts”. Communication is necessary in order to maintain the cooperative governance model based on membership. The author studies the annual reports published by European financial cooperatives and analyses two key aspects of them:

- Cooperative values: Some cooperatives directly cite the ICA’s principles as shaping their corporate governance, but most of them only refer to some principles. Most cooperatives also communicate about their “cooperative philosophy” (p.5): the reason why the cooperative was founded, the story and the leader behind the creation etc. Sometimes the name of the cooperative is a direct reference to the founder (e.g. Raiffeisen Bank).

- Membership: Most cooperatives explain the role of members in their governance model, particularly as electors of directors. They usually highlight that the governance is democratic as it is based on the principle of ‘one member = one vote’. The details of the voting procedures, however, are usually not deeply explained. Members’ involvement in the local decision-making process is also expressed, especially concerning products and services offered by cooperatives. Therefore, cooperatives argue that members benefit from products and services specifically adapted to their needs. This involvement of members is directly linked to their ownership of the cooperative that is clearly stated in annual reports, which explain that this ownership is not comparable to shareholding. Members are also supposed to be representatives of their cooperative in the local community: “this local rooting turns local directors into the cooperative bank’s ‘ambassadors’ (Crédit Mutuel)” (p.6). In addition, directors need to show some moral values and characteristics, such as “solidarity, altruism and professionalism” (p.7) and to be concerned with sustainable development, as cooperatives adopt a long-term approach. 

In the latest annual reports published by cooperatives, Boned (nd) notices two major trends: 

- The increased role of members in the cooperatives’ life: “Members are increasingly considered […] as a major corporate asset that must be enhanced”. They have a key role in supporting and promoting cooperatives’ identity and strategic mission and plans.

- “Cooperative banks intend to focus their communication more on the membership system in order to turn [it] into a differentiation factor vis-à-vis competitors”. The aim of cooperatives is to turn their membership system into a sustainable competitive advantage that enables them to retain their members and potentially attract more. Most of the communication is internal (e.g. magazines, internet) and directed to current members, as it is crucial to make them aware of their valuable role, but communication may also be external so as to attract more customers and potential members or to inform external stakeholders and analysts (e.g. legislators, rating agencies, journalists). 

However, some cooperatives do not follow these two trends and adopt different communication strategies. Some of them may communicate way less or not at all about their membership system, which is especially the case in cooperatives that are not owned only by members, but also by shareholders. These cooperatives tend to communicate more towards customers and potential shareholders than members, and thus adapt their annual reports to targeted stakeholder. 

Some other cooperatives may use their membership model as a marketing tool in order to differentiate themselves from other banks and attract more customers, without really caring about members’ involvement in the cooperatives. 

Finally some private banks owned by cooperatives may use cooperative values and claim them as their own, even though they are actually not applied in the company. Usually these values are linked to CSR in annual reports, which makes it even more confusing for stakeholders (Boned, nd).

Boned (nd) concludes by stating that communication on corporate governance is critical for cooperatives if they want to retain their members and differentiate from private banks. He notices that many reports published by cooperatives do not go deeply enough in their explanations on that key topic, which questions the choice of annual reports as a convenient communication tool. A separate report, such as a social assessment report could be another possibility. Explaining the particularities of the cooperative governance system and its advantages for members and other stakeholders is not easy. Nevertheless, some cooperatives are trying to succeed in their communication strategy so as to build a strong membership system and a potential competitive advantage.

· Summary & Analysis:

Communication towards legislators at different decisional levels (national, European, international) is crucial to the cooperative model’s survival. Ill-adapted legislations can particularly undermine or even damage the cooperative governance system, which is the basis of cooperatives’ model. 

There is an agreement between researchers on the fact that cooperatives should target international institutions when they communicate about their particularities. The cooperative model is very different from the dominant private model. It implies that cooperatives need to explain their model and its advantages to legislators at every decisional level if they do not want to face ill-adapted and thus discriminatory legislations. They have failed to ‘educate’ legislators in the past and have already suffered the consequences; they are now starting to change their approach towards European and international institutions. 

We have already seen some changes in the way the IMF perceives cooperatives, even though the private model is still the one that is preferred at the international level. As for the EU, the discourse about cooperatives is rather confusing, which shows the lack of knowledge on cooperatives at the European level. It may take a while before institutions fully understand and recognise cooperatives for what they are, and acknowledge the advantages that they offer to our society. Therefore, cooperatives need to continue their education efforts, especially through their associations (e.g. EACB, ICA) as they benefit from more communication and bargaining power through showed unity. Better communication at decisional levels may impact the way potential and current customers/members feel about cooperatives, especially through reports published by European and international institutions (e.g. IMF). The more these institutions acknowledge the advantages of the cooperative model, the more customers will understand it better and may be interested in becoming members.

The current economic crisis could also benefit cooperatives, by showing the advantages of their own model. There is clearly a loss of credibility of the private model due to the economic crisis. We can suppose that this may challenge the perceived superiority of private banks at the European and international level, thus it may be a good occasion for cooperatives to increase their communication so as to highlight the higher safety of their governance system.

Several authors note that as cooperatives grow bigger they face trivialisation from stakeholders, especially members, who start to perceive and treat them as a ‘normal’ bank, i.e. a private one. Even if this shows that cooperatives have succeeded in becoming valued competitors in the banking market, it is also a big threat for their governance model. In fact, cooperatives rely on their clients to become members and get involved in the cooperative governance. Moreover, current members may get disappointed in cooperatives, as when they grow bigger, more power is often centralised. Some members may feel that the cooperative’s identity and values are disappearing as it becomes a serious competitor for private banks. 

Cooperatives have acknowledged this threat and are trying to retain existing members and attract new ones through communication campaigns. However, the communication tools used need to be adapted to targeted stakeholders, namely members, customers and potential new customers/members. Most cooperatives publish annual reports, such as financial reports and CSR reports. Nevertheless, most customers do not read annual reports because they are too complex and too long, thus it is probably a good communication tool for some members only (e.g. companies, associations). Choosing a communication tool adapted to members is not easy, but some ideas could be developed:

- Advertising campaigns could highlight more the cooperative values and the advantages of being a member, especially during the economic crisis, as people need to be reassured that their bank is behaving ethically and not taking too many risks. 

- A cooperative handbook could be published and distributed to existing members and new customers. It could explain the advantages of being a member, the cooperative governance model and its values, and give an overview of the cooperative’s CSR strategy. Such a handbook should be small and short and have an educating approach. It should also state interesting websites links (e.g. annual reports downloading pages) in case some people want to know more about one topic.

- E-mails and letters could also be used in addition to preceding tools.

Another way to increase members’ involvement is to make it easy for them to become more involved. For instance, most people work during the day, thus General Members Assembly should be set up at appropriate time and easily reachable locations. For instance, some of Crédit Mutuel’s local federations are organising whole-day-long General Members Assembly. Cooperatives could also provide additional services, such as the ability to participate through video-conference. These efforts should also be communicated so that members are aware of the options they have if they want to attend the General Members Assembly. 

Finally, cooperatives should be careful to stay true to their values when they communicate, using so-called-values for marketing purposes is a risky strategy as members are not gullible and expect cooperatives to act according to the values they claim. Furthermore, cooperative groups that have private arms should communicate about their new governance system, the impacts for members and the reason behind this strategy. 

2) Transparency
Transparency towards stakeholders, especially members, is a key aspect of the fight against trivialisation and lower trust between members and cooperatives. Transparency issues faced by cooperatives can be divided in two categories: the information asymmetry problems and the monitoring of cooperatives’ performance. 

· Information asymmetry

Wyman (2008) notices that as cooperatives become complex groups with several subsidiaries, a new ownership structure not based on members only often appears. Cooperatives’ structure becomes more similar to private banks’, which poses problems of power balance between members and shareholders and of increasing distance between members and decision-making processes. Moreover “the transparency of the subsidiaries’ performance and their contribution to the co-operative bank can be difficult to trace and the benefits to members are less apparent” (p.16).

As cooperatives’ organisational structure becomes more complex, the need for governance increases. A lot of decision-making power has moved from the local level to the regional or national level. Moreover, banks, including cooperatives, are extensively studied by external stakeholders (regulators, analysts, rating agencies and sometimes shareholders). This entails an increased need for careful internal monitoring based on members’ participation. To achieve this, setting a hierarchy of members’ representatives at different levels (local, regional, national) is very helpful. However, this requires high member participation ensured through education of members about their role and responsibilities, communication of decisions taken by representatives to all members and use of incentives to increase participation rate (e.g. charity donation according to percentage of members present to general assembly).  

Jardat & Boned (2008) argues that the current economic crisis is a very good occasion to study banking organisations’ corporate governance. The agency theory created in the 70s (Jensen & Meckling, 1976; cited in Jardat & Boned, 2008) discusses the conflicts of interests between companies’ shareholders and management. Governance mechanisms are designed to resolve these conflicts, which arise when the owner gives to an agent the power to manage what he owns. Total transparency between owner and agent is impossible to achieve, thus there is an information asymmetry that favours the agent. Usually the agent’s loyalty has to be paid for (e.g. share, stock-options), which is called agency costs. In the banking sector, the information asymmetry also exists between clients that keep their savings in the banks and banks’ managers. That is why regulation is so high in the banking sector and institutions such as Central Banks have such an important role and power. However, the current economic crisis proves that regulation is not a guarantee of safety of the banking system, which reinforces the importance of good corporate governance.

Wyman (2008) stipulates that information asymmetry has always existed between banks and customers, however it has changed side over time. Originally, information asymmetry was a problem for banks, as they had troubles knowing if their customers were trustable borrowers that would pay back their debts. Nowadays, information asymmetry is not a problem for banks anymore, as they have access to information about their customers’ banking history. However, customers may have issues choosing their bank and selecting products and services, as the offer is wider and more complex. So that customers do not get overcharged by banks the sector has been widely regulated. In cooperatives, nonetheless, the situation is a bit different as membership is an efficient tool to tackle information asymmetry: “if the customers of the organisation are also the owners, the motivation to use information asymmetry to the detriment of the other party in a transaction is reduced” (p.23). The author even goes further by saying that the way cooperatives deal with information asymmetry prevents competitors from abusing from it:

By acting in this manner, co-operatives not only reinforce the benefits of their distinct model to their own customers, but also bring further discipline to the financial sector as a whole – competitors will be hard placed to treat their own customers unfairly if co-operatives determinedly place their customers’ interest first. (p.26)

Leggett & Strand (2002) study the agency problem that arises when membership base grows in credit unions
, either through the addition of members or when other membership groups join the credit union. In the US, until the 1980s, credit unions were allowed to have only one membership group, in which members shared a common bond (e.g. working in the same company, living in the same neighbourhood, being part of the same association). However after a long struggle between American legislative institutions, credit unions were allowed to accept other membership groups, linked by their own common bond. It led to a dramatic increase in mergers between credit unions, “creating multiple common bond credit unions” (p.39). Credit unions’ growth had several consequences: credit unions managers became professional instead of volunteers, some members started to be less involved in monitoring management, and finally management pushed credit union’s growth to get more responsibility and benefits. 

Leggett & Strand (2002) concludes their statistical research by affirming that when membership increases, through addition of members or new membership groups, agency problems arise as “benefits are transferred from members to management” (p.45):

Management is able to channel residual earnings away from members - in the form of higher net interest margins
 - toward itself – in higher salaries and operating expenses. Any economies of scale from growing an institution are offset due to increasing separation between ownership and control.

Jardat & Boned (2008) argue that trust is a key foundation of the relationships between members and managers in cooperatives. Because of their culture, cooperatives tend to choose leaders that believe in their moral values. Moreover, thanks to the implication of members in cooperatives’ governance, there is not such a high centralisation of power in the hands of a few leaders as there is in private banks. However, Jardat & Boned (2008) add that when cooperatives grow the importance given to members tend to decrease as more power is taken from the regional level to be centralised. Nevertheless, Ory, Jaeger & Gurtner (2006 ; cited in Jardat & Boned, 2008) have studied the French case and conclude that this is not happening in French cooperatives, which show a higher financial, commercial and organisational performance than private banks. They argue that this can be explained by cooperatives’ governance and the high competition in the banking sector. Cooperatives face a double competition: they need to be better than their competitors (other cooperatives and private banks) and there is an ongoing emulation between local outlets in order to perform better than others, which drives local administrators towards efficiency and high performance. In addition, in case of a major issue in a local outlet, the need for help from the group’s Solidarity Fund is highly discussed and communicated within the cooperative’s network, which puts more pressure on local management. Finally, performance of the head of the group is monitored by local and regional administrators, as they are the ones paying for centralised services. Thus, top management faces a constant pressure for high productivity and must justify their actions.

Chaves & Sajardo-Moreno (2004) analyse the key role of managers in setting up cooperatives’ strategy and preserving their social values. They affirm that cooperatives managers should be carefully selected and that control mechanisms should be put in place to limit managerial freedom.

They offer several control mechanisms that could be used:

- Increase the participation of members in decision-making processes (e.g. by forming a member coalition or by making member representation easier)

- Introduce external and neutral councils that monitor management’s performance

- Define precise performance objectives and assess management’s achievements through social audits

- Establish mechanisms of public regulation

However, setting up effective control mechanisms is easier said than done: members suffer from a lack of information compared to managers (information asymmetry), external councils may not stay neutral for long, defining precise performance objectives is a complex process etc.

Therefore, managers need to be chosen carefully, because they must be both loyal and committed to cooperatives values and have the managerial capabilities required in order to perform their job. This can be achieved through several ways:

- Set up a cooperative education system in order to prepare students to become good cooperative managers

- Create a code of conducts for managers

- Establish specific training on both cooperatives values and technical and managerial aspects of jobs

- Adapt recruitment process to the kind of managers needed (link to professional and training institutions)

The authors conclude that it seems easier to recruit managers with strong ethical and moral beliefs and then train them on the business side of the job than the contrary, especially as setting up control mechanisms is both complicated and limited.  

· Performance monitoring

Wyman (2008) affirms that cooperatives’ performance needs to be monitored, but that it is hard to find a relevant and adapted measure of performance. Return on investment is not a representative indicator for them, because members are both owners and customers and thus benefit from their investment in different ways. A new performance measuring tool, adapted to cooperatives’ specificities, needs to be created. Membership growth can be a good first sign of cooperatives’ health and prosperity. The performance can then be evaluated more precisely through cost efficiency and income growth: 

High efficiency (measured by the cost/income ratio adjusted for local cost factors) relative to competitors ensures that co-operatives are creating the maximum benefit from their available resources, recognising that regardless of whether the ‘co-operative dividend’ is spent on tangible or intangible benefits, there is always an associated opportunity costs. As such, it addresses directly the agency concern that co-operative benefit of cheap capital is being passed on to customers rather than dissipated by management.

High growth (as measured by top-line income relative to competitors) proves that the products and service that co-operative provide to the market are appreciated by their customers. Further, this measure is independent of the strategies or mechanisms used to generate this growth recognising that co-operative banks need the freedom to adjust their delivery model to attract and retain their customers. (p.30)

The author argues that these two aspects of performance measurement can be used as an analytical framework to compare cooperatives. Cooperatives with high relative efficiency could be categorised as “good managers: they are creating the most economic value from the resources available”, whereas cooperatives with high relative growth could be categorised as “good co-operatives: they are successfully extending the appeal of the co-operative model through more members and deeper member relationships” (p.30). Obviously the ideal position is to show good relative performance on both aspects. In the opposite case, cooperatives betray their members and threaten to expose the cooperative model to a wave of criticism from stakeholders watching cooperatives.

This model enables easier performance monitoring in cooperatives, however it does not reduce difficulties in comparing cooperatives and private banks due to the lack of a common indicator. Moreover, because cooperatives evolve in different cultural and geographical environments, comparison is not straightforward. Wyman (2008) has managed to compare cooperatives performance by using data from cooperatives competing in the same market. His findings show that most cooperatives are efficiently managed but often fail to grow, which is consistent with cooperatives current strategies designed to re-mobilise members. Wyman (2008) concludes that “a continued focus on improving efficiency will allow co-operative to maximize the benefit they can provide to members an will further demonstrate practical answers to criticisms of an inherent agency problems” (p.32).
· Summary & analysis:

The current economic crisis shows that regulation in the banking sector is not sufficient to insure good risk-management and ethical behaviour in banks. Therefore, it shows the importance of a good governance model and of additional CSR policies. However, even good CSR policies do not insure that in practice the cooperative always behave ethically. Policies need to be carefully implemented, monitored and transparently reported.

One of the bases of the relationship between members and their cooperative is trust. Members are the reason why cooperatives exist; in fact they were created to offer financial services to their members because these could not get them from private banks. Members are linked in the cooperatives through a system of solidarity and democracy: good financial results are supposed to benefit all members in the same way, through lower borrowing rates, higher saving rates, better and cheaper services etc. When cooperatives were smaller and had fewer members, members used to trust their cooperative to manage itself efficiently and thus offer to its members cheap access to financial services. However, this trusting relationship has slowly disappeared when cooperatives grew bigger and started behaving more like private banks. The first step for regaining members’ trust in cooperatives, managers need to show that they share cooperative values. Cooperatives’ staff must be able to fit in the cooperative culture and get used to the special jargon and ways of dealing with customers/members. However, finding managers with the right mindset and able to share cooperative values is not easy. As Chaves & Sajardo-Moreno (2004) say, employees cannot be trained in order to believe in moral values, they must have them already when they are hired. Nonetheless, it is hard to test people on things such as mindset, moral values, in order to check that potential employees fit with cooperative culture. This can be assessed only through interviews and discussion between managers and candidates that usually end up with a global ‘feeling’ about how candidates could fit into the cooperative culture. The only issue with this way of recruiting people is that it is not objective – because based on a personal feeling.
In order to ensure that cooperatives behave in their members’ best interests the involvement of members is crucial, however cooperatives cannot force members to get involved. Thus cooperatives need to prove their good behaviours in other ways, especially by being very transparent when it comes to their financial results, their expenses and the way profit is used to the benefit of members. To ensure the transparency of the information provided, cooperatives need to comply with reporting procedures such as GRI and then may hire an external agency, whose mission is to check the accuracy and completeness of the information provided. Following this system, when publishing CSR reports for instance, insures stakeholders of the transparency of the cooperative and can help restore the trust between members and top managers. Obviously this system has some faults, for instance the independence and neutrality of the external auditing agency can be challenged, as the auditors are paid by the cooperative itself. 

Some authors have argued that the double competition faced by some French cooperatives leads to efficient management. However, internal competition that occurs between local branches of a cooperative’s network, may also have some drawbacks. In fact, local branches may face this internal competition also when it comes to commercial campaigns. For instance, they may feel pressured by their network to perform by selling more services than other local branches, even though it may be at the expense of their members’ needs. It questions the use of growth as a good performance indicator, as cooperatives may feel the need to grow to show good performance, even though it is only benefiting management and not members.

II) Corporate Social Responsibility in financial cooperatives  

1) Key definitions

CSR is “a concept whereby companies integrate social and environmental concerns in their business operations and in their interaction with their stakeholders on a voluntary basis” (European Commission, nd). CSR can be linked to another famous concept: the Triple Bottom Line. Elkington (1998) claims that companies should be judged according to their social performance (People), environmental performance (Planet) and financial performance (Profit).

Sustainable development is defined by the Brundtland report (1987) as “the development that meets the needs of the present without compromising the ability of future generation to meet their own needs”. This definition is usually the one used by the corporate world, even though some researchers have argued that it gives a too anthropocentric character to sustainable development, when it should be more ecocentric and include issues such as biodiversity, irreplaceability of resources etc. (Starik & Rands, 1995). 

It is worth noticing that most companies prefer to use the expression ‘sustainable development’ to refer to their CSR strategy. Most CSR reports are frequently available on companies’ webpage for everyone to download, under the name ‘sustainable development report’.

2) Main theories

In order to continue this research project, it seems necessary to go through an overview of the main theories that have been developed over time in the CSR fields. Researchers have embraced different perspectives on CSR, three of which will be briefly studied here: the Invisible Hand approach, the Hand of Government approach and the Stakeholder approach.
· The Invisible Hand approach 

It relies mainly on Friedman’s shareholder model. According to him, “the sole social responsibility of business is to increase its profits” (Friedman, 1970) and thus to maximise shareholder value. 

The invisible hand of the market leads to profit maximisation, which in turn improves the society by creating jobs, offering cheaper prices, more and better goods etc. His argument, based on neo-classical economics, is that seeking anything else than profit maximisation is economically inefficient and will badly affect the whole society. Accordingly, Adam Smith famously suggested that “by pursuing his own interest [a merchant] frequently promotes that of the society more effectually than when he really intends to promote it” (Smith, 1776 ; cited in Chrysiddes & Kaler, p. 64). Friedman also argues that corporations are ‘artificial person’, and as such they are intrinsically amoral. 

This approach assumes that managers have a legal duty to act on the behalf of owners (shareholders) and thus to maximise their return on investment. Acts of social responsibility are almost a theft of shareholders’ resources. Moreover, managers are not qualified to choose what is socially good or not, and are influenced by their personal, social and political values in that matter. 

· The Hand of Government approach 

It adopts a Keynesian view of the market and the society. It relies on the work of researcher such as Galbraith (1956), who argues that the regulatory hand of the law and political process, rather than the invisible hand of the market, will deliver the benefits of economic activity to the society. Thus, this approach calls for strict government control and guidelines for the moral standards and behaviour of business. However, both Friedman and Galbraith agree on the fact that managers should not be encouraged to go beyond what is required by either the market or the government.  

· The Stakeholders approach 

It suggests that corporate leadership can and should have a conscience that affects its behaviour (Goodpaster & Matthews, 1982; Evan & Freeman, 1988). It argues that firms are not amoral, which is proved by their expectations of moral behaviours from their stakeholders (e.g. employees being loyal, suppliers and customers honouring their commitments). Moreover, these academics believe that CSR is compatible with shareholders’ interests, as it may increase profits on the long-term. Andriof (2001) adds that company’s responsibility towards society includes the maximisation of the well-being for the whole community in which it operates. Thus the purpose of a company is to satisfy all stakeholders and not only shareholders; as a consequence firms need to concentrate on stakeholders’ benefits maximisation instead of pure profits maximisation.

This last approach is the one being preeminent nowadays in the business world.

Carroll (1991), who belongs in the last approach, goes further by dividing firms’ responsibilities into four categories that rely on each other: economy, law, ethics and philanthropy (cf. Annex 1). “The total CSR of business comprises distinct components that, taken together, constitute the whole” (1991, p. 42), thus firms should strive to fulfil simultaneously their four responsibilities.
3) The development of CSR and its impact on the business world

Nowadays CSR and sustainable development are part of the core strategy of most organisations. 

Several factors have led to the wide development of CSR strategies (CBCC, 2002): 

· The impact of globalisation on the widening of the gap between rich and poor and the power of big MNCs have raised concerns in NGOs and developing countries.

· Consumers’ and employees’ high awareness of corporate social and environmental issues, especially thanks to the wide use of the Internet – a powerful communication tool for both corporate advertising and civil critics.

· The increasing interest in CSR of investors, thanks to the development of Socially Responsible Investment (SRI). It is also the case for insurance companies, which pay a high attention to social and environmental risks.

· The rise in global social and environmental standards (e.g. ISO 14001, ILO’s labour standards) and in national legislation, e.g. in France since 2002 the NRE (Nouvelles Régulations Economiques) law obliges all companies quoted on the French Stock Exchange to publish a sustainable development report or have a chapter on it in their annual report.
Most companies develop a CSR strategy in order to respond to the demands of their stakeholders, and sometimes to gain a competitive advantage by going further than their competitors. The main benefits that companies seek to gain through a CSR strategy are:

· Improved brand/company image

· Prevention of enforcement of stronger regulation

· Protection from NGOs attacks, boycotts etc.

· Satisfaction of stakeholders’ (employees, consumers, suppliers) demand

· Attracting more consumers and better employees

· Better innovations and more efficient work processes

Ideally a good CSR policy considers all stakeholders’ demands, is well-implemented, monitored and communicated. If some companies are well-known for their “extraordinary long-term commitment to social responsibility” (Porter & Kramer, 2006, p.4), which is often a core part of their brand image (e.g. The Body Shop, Ben & Jerry’s, Patagonia), they tend to be only the minority in the realm of big MNCs. As mentioned by Porter & Kramer (2006), a lot of companies settle for marketing-oriented “glossy CSR reports that showcase companies’ social and environmental good deeds” (p.2) instead of trying to develop a CSR strategy that both meets the interests of the company and of its stakeholders. They argue that companies should consider CSR as a possible source of competitive advantage instead of as another cost on their list. CSR remains fragmented in most firms’ approach, thus the strategy is often limited to a collection of various and uncoordinated actions that “neither make any meaningful social impact nor strengthen the firm’s long-term competitiveness” (Porter & Kramer, 2006, p.4). Corporations and society are interlinked, as firms need a healthy environment to work in (e.g. education, legislation, resources) and society needs successful companies to sustain itself (e.g. creation of jobs, wealth, better living conditions). Porter & Kramer (2002, 2006) argue that companies should concentrate on CSR actions which create both social and economic benefits for the company and the society as a whole. Companies should stop focusing only on the financial return of their investment, instead they should take into account the social return on their investment too
. According to Emerson (2003, p. 38) “The core nature of investment and return is not a trade off between social and financial interest but rather the pursuit of an embedded value proposition composed of both”.

Porter & Kramer (2006) advocates for the creation of a “corporate social agenda” that combines “responsible CSR”, i.e. good citizenship and value chain activities harm mitigation, and most importantly “strategic CSR”, i.e. the transformation of value chain activities for the benefits of the society and the corporate strategy, associated to a corporate philanthropy strategy that fits the company’s core competences and areas of expertise (p.9). In that case, philanthropy is not “charity; it is R&D – a strategic business investment” (Kanter, 1999, p.124) since through their philanthropy partnerships companies gain “new knowledge and capabilities that will stem from innovation – the lessons learned from the tough problems solved” (Kanter, 1999, p. 131). 

Strategic CSR encompasses the potential for a company to gain a competitive advantage by differentiating from its competitors through a company-tailored and hard-to-copy CSR strategy. Ideally the corporate social agenda then becomes fully integrated in the overall corporate strategy, as it is already the case for the companies cited earlier.

4) Literature

· Introduction

The increasing interest that companies have for CSR is not restrained to the private sector; in fact cooperatives often claim that being socially and ethically responsible has always been part of their culture (Pflimlin, 2008). For instance, the European Association of Co-operative Banks (EACB) states that “due to their specific nature, cooperative banks and their business model are inherently socially responsible […] CSR is naturally embedded in the cooperative identity” (EACB, 2005, p.5). Financial cooperatives assert that their own model is a proof of their early and long-term engagement towards CSR, e.g. providing financial access to excluded people, struggle against discrimination, strong ties with local communities. The EACB argues that “the cooperative business model provides society with a constructive approach to business, helping to reconcile economic development both with the safeguarding of social and environmental concern” (EACB, 2005, p.5). According to the EACB, this business model can be very useful in the achievement of the Lisbon goal of turning the EU into “the most competitive and dynamic knowledge-based economy in the world capable of sustainable economic growth with more and better jobs and greater social cohesion” (EACB, 2005, p.5). 

Nonetheless, it has been argued that in France and Canada, cooperatives have not been making the most of their cooperative values to build a strong CSR strategy, whereas private banks are way ahead in terms of experience in strategically organising and communicating their CSR practices (Roux, 2008; De Serres & Roux, 2008). For instance, the NGO Friends of the Earth launched a campaign in 2006 about French banks and their environmental policies, where cooperatives showed poor results compared to their private competitors (Roux, 2008). 

However, a proof of the increasing concern about CSR and cooperatives is provided by the United Nations, which chose to make “Cooperatives Values and Principles for Corporate Social Responsibility” the theme of the International Day of Cooperatives in July 2007. In the past few years, several of the selected themes highlighted key values of cooperatives that can be linked to CSR: “Co-operatives for Fair Globalisation: Creating Opportunities for All” (2004), “Microfinance is OUR business: Cooperating out of poverty” (2005), “Confronting Climate Change through Cooperative Enterprise” (2008), and finally “Driving Global Recovery through Cooperatives” in 2009 (UN, nd). According to the UN (nd):

This year's International Day theme focuses on recovery rather than crisis.  It aims to highlight the role that cooperatives have in not only promoting economic growth, but also in promoting ethical values - values which have been severely challenged during the financial and food crisis. It underlines that cooperatives can effectively contribute to global economic recovery and that they will do so in respect of the Cooperative Values and Principles which guide their operations.

[…] It is key to be reminded that cooperatives serve their members needs in both good and bad times whether it be economically, socially and/or culturally. They are not tools to address crisis, but a sustainable form of enterprise that outlives crisis and drives recovery.

· Study of Cooperatives’ CSR strategy in France

Richez-Battesti (2008) and Richez-Battesti & Boned (2008a) have extensively studied CSR strategies in financial cooperatives, focusing principally on the European and French market. They confirm that even though cooperatives do not face an obligation to communicate on CSR, whereas private banks do in many countries, they do have a great interest in it. Financial cooperatives demonstrate of a voluntary approach towards CSR, which aims at being integrated into their strategy, following Elkington’s Triple Bottom Line theory and the stakeholder approach introduced earlier (Richez-Battesti, 2008). 

Cooperatives values and CSR principles are very close, apart on the environmental level where cooperatives lack prior involvement. Cooperatives also have a clear focus on the long-term scale and on building strong ties with local communities (Richez-Battesti, 2008; Richez-Battesti & Boned, 2008a). However, cooperative values go further than CSR on two topics: the lack of profit-maximisation focus that benefits only a few (shareholders in the private sector) and the double-role of customers/members, who both benefit from the cooperative’s services and participate actively in its management (Richez-Battesti & Boned, 2008a). Thus, members are a key stakeholder, who is unique to the cooperative sector and needs special attention and care. Cooperatives’ communication about CSR tends to be confusing as they do not really draw a clear line between CSR and cooperatives values, which are usually mixed up in CSR reports (Richez-Battesti & Boned, 2008a). CSR appears to most cooperatives as an opportunity to add to their statutory social legitimacy a pragmatic legitimacy concerning obtained social results and sometimes a procedural legitimacy concerning the CSR implementation methods used (Richez-Battesti & Boned, 2008a).
Richez-Battesti & Boned (2008a) concentrate on the French banking industry, where four big cooperatives groups
 dominate the market with a total of 67 millions clients, including 17 millions members, which represent 65% of all deposits and 55% of all loans in France. They underline the social importance of these groups in terms of access to banking services for SMEs and poor people and in small cities or rural areas, and also as jobs providers in areas that are economically less attractive. The groups are still attached to their statutory differences and cooperatives values, which define their corporate governance and strategy. However these characteristics tend to be less obvious in the highly-competitive French market, as cooperatives have marketed themselves as being ‘normal banks’ to highlight their competitiveness. Thus, they face a trivialisation of their cooperative particularities, and try to reaffirm them, notably through CSR.

Richez-Battesti & Boned (2008a) compare the CSR strategies of French cooperatives and of two private banks, namely BNP Paribas and Société Générale. The researchers note that apart from the latter, French private banks have not really highlighted their CSR approach on their website. BNP and Société Générale both publish CSR reports that deal with issues such as human resources management (HRM), relationships with stakeholders, energy consumption, financing of environmental or social projects and charity donations. They also both joined the UN Global Compact initiative and wish to prove through their CSR reports that they have ethical values and do not seek only profit maximisation.

In French cooperative banks, the topic of CSR and sustainable development started to be mentioned in 2000 and appeared in 2003 in their reports. Caisse d’Epargne and Crédit Agricole have published a sustainable development report since 2003, Crédit Mutuel since 2005 and Banques Populaires has a specific chapter dedicated to the topic in its annual report. It is argued that these differences in temporality and formalisation of CSR have a direct link with its level of strategic integration (Richez-Battesti & Boned, 2008a). Cooperatives and private banks both highlight their engagement on transparency-responsibility (e.g. use of external rating agency, GRI criteria) and proximity-solidarity (e.g. philanthropy, involvement in local communities), but cooperatives tend to also draw attention to their focus on network and partnerships (Richez-Battesti, 2008; Richez-Battesti & Boned, 2008a). Cooperatives with subsidiaries listed on the Stock Market have to follow the legal requirements on CSR reporting, even though they often do make some brief reference to their cooperative history and specific values (e.g. Crédit Agricole)(Richez-Battesti, 2008).

Cooperatives classify their CSR actions into four categories: 

- Their particular mode of governance

-  Their local identity and focus

- Their social concern including corporate citizenship and charity donations

- Their commitment to microfinance and socially-responsible investments. 

These actions are part of strategic programmes defined at the national level, with the aim of reinforcing the cooperation in the decentralised network of cooperatives group. Usually the CSR strategy is managed by a team composed from a member of the Executive Committee and the different regions’ representatives. However, representatives elected by members are still not fully included in this internal process, which shows the lack of importance given to members and representatives, despite them being key stakeholders. This illustrates the fact that cooperatives tend to be influenced by private banks’ approach towards CSR and do not promote their cooperative particularities enough (Richez-Battesti & Boned, 2008a). The corporate governance topic seems to be only addressed through a description of the administration board, without going in depth into the decisional processes (Richez-Battesti, 2008). Moreover, cooperatives’ CSR reports show a collection of their diverse ethical activities, without them being clearly linked with core banking activities or strategies. Mutuals tend to communicate more on peripheral actions than on their core banking occupation: “the redistribution more than the production [of wealth/profits]” (Richez-Battesti, 2008, p.7). The information gathering process is also fairly centralised, which prevent cooperatives from engaging into a participative process that mobilise their network. Finally cooperatives tend to use the same indicators than private banks to assess their CSR practices, which do not underline their cooperative specificities (Richez-Battesti, 2008; Richez-Battesti & Boned, 2008a).
One cooperative only, Crédit Mutuel, seems to adopt a more ‘cooperative approach’ towards CSR. It presents its governance system and the key role of members and representatives, who give its legitimacy to the cooperative. Crédit Mutuel also tries to analyse the CSR implications of its core activities with the help of its local representatives. Their procedure of information collection is very decentralised and built on its regional network, in order to get a more extensive range of results (Richez-Battesti & Boned, 2008a).

Finally, Richez-Battesti & Boned (2008a) proceeds to a comparative study of French cooperative groups, based on the level of formalisation of their CSR policy and on its use as a source of legitimacy. Different CSR evaluation tools can be used by cooperatives: notation by extra-financial notation agency, reporting (e.g. through the Global Reporting Initiative – GRI), accreditation (e.g. ISO or EMAS standards) and auto-evaluation (Richez-Battesti & Boned, 2008).

· Crédit Mutuel: The group chooses to inspire itself from internal evaluation tools elaborated for private companies, namely those developed by the Global Reporting Initiative (GRI) and the OECD Guidelines for Multinational Enterprises while adding some special indicators relative to its cooperative identity. Thus, Crédit Mutuel both highlights its cooperatives specificities and competes with its private competitors by provides the same information. Moreover, the group presents relevant data coming from its whole network, while stressing the CSR specificities of regional federations. This strategy enables to list the innovations and contributions made by each region to the whole group. Crédit Mutuel shows here its determination to provide a CSR report that underlines the legitimacy of its cooperative identity in the CSR field.

· Caisse d’Epargne: Caisse d’Epargne has chosen an external evaluation tool, contrary to Crédit Mutuel: Vigéo, an extra-financial notation agency, has assessed Caisse d’Epargne’s CSR policy in 2003 and 2007. The group seeks to prove its legitimacy in the CSR field through its engagements in diverse international associations such as Corporate Social Responsibility Europe, and Global Compact. Caisse d’Epargne publishes both a sustainable development report and a report on its local and social development projects (PELS). The CSR strategy is constructed around a Sustainable Development and General Interests Direction (since 2003), an Operational Environmental Committee, and sustainable development training for new and current employees.

· Crédit Agricole: The group both published a sustainable development (SD) report and has a part on CSR in its annual report, which are available on the private branch of the group’s website. The SD report focuses on responsibility towards clients and employees, and towards the environment and the society as a whole. It especially deals with HRM and social microfinance. The CSR strategy is structured around a SD Committee and a SD Mission supported by a network of SD-dedicated employees in its different entities, who are in charge of employees’ CSR training. Crédit Agricole joined the UN Global Compact in 2003.

· Banques Populaires: A chapter of its annual report deals with CSR, concentrating on HRM, struggle against exclusion, social help and corporate philanthropy. CSR is not linked with the cooperative identity, which is treated in another chapter. The group has set up a network of SD reporters in its entities and has joined the UN Global Compact.

Richez-Battesti & Boned (2008a) conclude by observing that all cooperatives have reinforced the strategic integration of their CSR policy over the past years. They are facing a big challenge: they need to choose their path between highlighting their cooperative identity when they communicate about their CSR strategy (e.g. Crédit Mutuel) and competing on the same level than private banks by using the same evaluation tools and criteria (e.g. Caisse d’Epargne, Crédit Agricole and Banques Populaires). This second path will probably worsen the trivialisation of the cooperative identity in France. The authors argue that this risk is high, even though Crédit Mutuel’s choice of the first path is an encouraging sign.
Richez-Battesti & Boned (2008b) study the CSR strategy of different cooperative groups in Europe. They highlight the fact that in cooperatives CSR is supported by members and not only by management, because of members’ key role in corporate governance. They also compare the definitions of CSR given by the European Commission, the GRI and the cooperatives’ principles defined by ACI. They conclude that similarities between the three are obvious, even though the environmental dimension is missing from the ACI’s principles.

Richez-Battesti & Boned (2008b) find that most cooperatives use a wide range of criteria to build their CSR policy (e.g. GRI, Global Compact), but none of which directly linked to their cooperative identity. The risk is then to be perceived as similar to private banks, which goes back to the trivialisation faced by cooperatives.

The authors highlight that some cooperative groups seem to have acknowledged this risk and start to use their cooperative identity as a value-added part of their CSR strategy. CSR and cooperative identity seem to have a clear link in most cooperatives’ mind, but most of them fail to communicate about this link in their CSR reports. However some cooperatives try to use their cooperative roots to build their CSR strategy, for instance by using a decentralised information gathering system and by engaging members on the topic through a participative process. In these cases, CSR becomes a way of mobilising stakeholders on cooperatives’ core values and thus a way of promoting the cooperative identity. This leads the authors to conclude that cooperative CSR criteria should be created in the next few years and appear in CSR reports around Europe. 

· Link between CSR practices and risk-management (Canada)

In Canada, De Serres & Ramboarisata (2008) have studied the link between CSR practices and management of risks, through the extra-financial key performance indicators used by banks and financial cooperatives. They argue that more and more companies integrate their CSR practices in their overall risk management strategy. CSR reports are particularly used by extra-financial rating agencies, by NGOs and other stakeholders to review and compare banks’ extra-financial performance. It seems that the competition between banks, both private and cooperative, is getting fierce in that field, as all of them want to reassure investors and members of their good risk management policies. This is especially important in the current financial crisis, which has highlighted the dangers of badly-managed risks in private banks (De Serres & Ramboarisata, 2008). To compete, Canadian cooperatives use both the same indicators than private banks and their own, which highlight their cooperative culture, e.g. contributions to social cohesion, the consultation and implication of members in the management of risks, and the creation of new products and services etc. De Serres & Ramboarisata (2008) claim that by emphasizing their cooperative particularities, mutuals can gain a competitive advantage over private banks through their typical cooperative CSR practices.
Sacconi (2008) affirms that cooperatives’ core values do not undermine the worth and use of CSR. In fact, cooperatives are controlled by members and managers, which guarantee that the needs to these stakeholders only are fulfilled. However, other stakeholders are affected by cooperatives’ actions, without them being part of the governance system. “To be a co-op does no guarantee by itself against opportunistic behaviors to the prejudice of non-controlling stakeholders”, thus CSR enables cooperatives to integrate non-controlling stakeholders’ needs in their strategy. Cooperatives can use social reporting and auditing as a tool to assess their social performance and their impacts on each of their stakeholders. 
5) Comparison study of CSR strategies in some European cooperatives

The comparison study is based on four case studies on cooperatives that were chosen because of their interesting profile (CSR strategies, size, country of operation etc.) and due to the possibility to conduct interviews with them. The case studies are presented first, and then a comparison between the cooperatives’ strategies will conclude the second part of this report.

Each case study has been built on a study of the cooperative’s CSR reports, on information found on its website or in other reports and on the outputs of some interviews with managers, mainly those in charge of the Sustainable Development Department. Only the first case study about The Co-operative Financial Services has been written without any interview’s notes, as I could not meet them in the end. I still chose to include the case study in the comparison because of their unique profile and CSR strategy.

· The Co-operative Financial Services (UK)

The Co-operative Group is one of the largest cooperative groups in the world. It operates in the UK in different sectors: food distribution, pharmacy, financial services, travel, funeral care, farming and legal services. The Co-operative Financial Services (CFS) comprises The Co-operative Bank, The Co-operative Insurance, The Co-operative Investments and smile (an internet bank). The Co-operative group has decided to publish a unique sustainability report for both its Trading brands and the CFS two years ago. 

The report is based on the Triple Bottom Line theory, its main parts focus on:

- Social responsibility: International development and human rights, Animal welfare, Diet and health, Ethical finance, Social inclusion, Diversity, Community investment.
- Ecological sustainability: Climate change, Waste and packaging, Biodiversity, Persistent, bio-accumulative and toxic (PBT) chemicals.
- Delivering value: Modern co-operation, Economic impact, Employees, Customers, Public policy.
Moreover, the group has hired an external and independent consultant, called csrnetwork, which has checked that the content of the report and its elaboration process were following the AA1000 Assurance Standard for reporting. 

This report is both highlighting the cooperative identity and values of the group and describing a very comprehensive sustainable development strategy. Moreover, on the contrary to a lot of cooperatives, the report does not focus on the social aspect of CSR only, but offers a very good overview of the numerous actions the group has set up in order to tackle climate change (The Co-operative Group, 2008).

CFS also has a very strict Ethical Policy used in order to select any partners or suppliers, which is developed and updated through customer consultation. This Ethical Policy is a set of rules on issues such as human rights, international development, social enterprise, ecological impact and animal welfare (CFS, nd). 

Finally, investments in CFS follow a full scrutiny, as shown in the following table (The Co-operative Investments, nd):
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· Crédit Mutuel (France)

Crédit Mutuel Group is the second largest retail bank in France; it is composed of the Crédit Mutuel cooperative network and several subsidiaries, including CIC (a private French retail bank). Crédit Mutuel is organised around local branches grouped in 18 Regional Federations that are part of the National Federation, which is the central part of the cooperative network. The National Federation represents the Group and coordinates its development and its cohesion (Crédit Mutuel, 2008a). The main goal of the group is to maintain its market share and reinforce its position. To finance its growth, the group relies on the financial strength of some regional federations, especially Centre East (Strasbourg). The group wants to stay independent from the Stock Market, and thus has a very different strategy than Crédit Agricole. We could argue that the group would rather sell some CIC shares than list a part of its own company, for instance.

The Group’s last CSR report, published in 2007, is called ‘Corporate Social Responsibility: a Cooperative Bank Report’. As its title indicates, this report emphasizes the cooperative identity and values of the Group and is clearly adapted to communication towards members: it is very well organised, easy to understand and focused on the ‘cooperative way’ of doing CSR. In fact, it is largely distributed during local General Assemblies of members. The CEO, Etienne Pflimlin, also highlights the fact that the CSR strategy stems from the cooperation of members, directors and employees of the group, in a bottom-up way (e.g. two Regional Federations publish their own CSR-sustainable development reports) (Crédit Mutuel, 2008b). The aim of the group is to find a balance between cooperative values and the current CSR assessment criteria mostly developed for private companies.
The CSR report is built around three main chapters (Crédit Mutuel, 2008b):

- The cooperative governance system

The report underlines the importance of members and directors in the management and monitoring of branches at every level. Local members elect local directors, who influence local branches’ strategic management; local directors then elect regional directors, who take part in the elaboration of the Regional Federation’s strategy; and finally regional directors elect national directors. The aim of the Group is to reach 100 % customers membership (65 % in 2007) and 10 % participation rate in General Assemblies (6 % in 2007), thanks to communication campaigns. The Directors’ role is to represent members’ interests in the bank, thus the participation rate in election is important. The Group also provides training to directors, so that they know how to fulfil their role. 

- The cooperative promise

The Group is proud of its solidarity and freedom values and its engagement towards its members, its employees and its community. The first social responsibility of the group is to satisfy members’ and customers’ needs through a high-quality service. The Groups is especially fighting banking exclusion in rural or poor areas through its extensive network of local branches. The second social responsibility concerns employees, the Group valuing fair human resources management (e.g. struggle against discrimination, improvement of young people professional insertion). Finally, the third social responsibility is the role of local branches in their community, both as providers of local jobs and of loans that favour local development (e.g. micro-loans for new entrepreneurs).

- Corporate citizenship

The Group has a strong goal of promoting the cooperative model, both in Europe and in developing countries, where banks are only implemented in big cities. Crédit Mutuel is also very concerned about its role as the first bank of associations in France, and offers them adapted services. Through its corporate philanthropy, the Group supports literature, sport, medical research and music. Crédit Mutuel also offers a solidarity savings account (LEA), whose interests are partly or entirely
 donated to charities and ethical investments funds. Last but not least, the Group is starting to develop an environmental approach to its management: some Regional Federation have done an evaluation of their energy consumption, recycling policies are put in place etc. However, compared to its social engagement that has been the core of Crédit Mutuel’s business since the beginning, environmental engagement is something new, and thus needs more time to be developed and improved. The group also offers special loans for environmentally-friendly projects.

Every year Crédit Mutuel assigns the redaction of its CSR report to a new team, which means that reporting may lack continuity but new perspectives and new ideas may also be considered. CIC does not publish a CSR report, however the group is contemplating publishing a consolidated group report in the next few years. Some regional federations publish their own CSR report, which can be found on the regional websites. Most communication campaigns are designed at the regional level, sometimes even at the local one. 

· Crédit Agricole (France)

Crédit Agricole was founded as a cooperative at the end of the 19th Century with the aim of providing loans to farmers. Nowadays, Credit Agricole is France’s largest bank in terms of capital. It is composed of 2570 Caisses Locales (local branches), owned by members, controlling the 39 Caisses Régionales (regional branches) in which they are grouped. The Caisses Regionales own 54.1 % of Crédit Agricole SA, while private shareholders own the rest. In returns Crédit Agricole SA owns 25 % of each Caisse Regionale
 (with no voting rights), the rest being owned by members. Crédit Agricole also owns several other financial subsidiaries in France (e.g. LCL
, Calyon, Sofinco) and abroad (Crédit Agricole, 2008a). The organisation of the group is summarised in Annex 2. 

The Fédération Nationale du Crédit Agricole (FNCA) is a consultative and representative body for the regional branches and their principal means of expression, it is the political branch of the group.
Crédit Agricole S.A. has three main roles (EACB, nd b):

- Even if each regional branch is in charge of its own management, with the help of administrators elected by members, Crédit Agricole SA is responsible for monitoring regional branches’ good management through regular controls. As the central bank of the group, it is responsible for maintaining the coherence of the group and ensuring both its proper functioning and compliance with operating standards. 

- It represents the whole group when it comes to relations with the industry’s regulatory bodies such as the Banque de France. 

- It has a strategic role, as it is responsible for the development of the group both internationally and in new financial sectors. 

The aim of the creation of Crédit Agricole SA was to enable the group to grow internationally through the addition of new capital. It did not lead to a loss of power from members and regional branches, however it means that the group’s performance is more monitored by external stakeholders than before (e.g. shareholders, external rating agencies, NGOs). The group is currently not considering lowering the voting power of Regional Banks, as this would entail a big crisis of the current cooperative model and change the whole goal of the group. The FNCA is the guarantee of the current model and of the Regional Banks’ power.  In the next few years, the Regional Banks, through the FNCA, could either choose to slow down the international growth of the group or continue in the same direction.

The hybrid nature of the group leads to some conflicts of interests between its main parts:

Regional Banks sometimes regret the consumerist position of Crédit Agricole SA and are afraid of the impacts of the Stock Market on the Group. The Regional Banks are more solid than the private part of the company, as the crisis only led to a drop in activity in Regional Banks, whereas the private branch could face huge losses that have been financially provisioned. 

The FNCA, the political representative body of Regional Banks, is often in conflict with Crédit Agricole SA about the group’s CSR policy. For instance, Crédit Agricole SA has tried to implement a more decentralised information gathering process on CSR actions but FNCA refused its help, arguing that being a cooperative exempts the group from having to communicate about CSR. However, regional branches are starting to put pressure on the FNCA, as their customers and members are becoming more and more interested in CSR, thus Crédit Agricole SA is expecting a better cooperation in the future.

Crédit Agricole SA is designing and offering new policies and products to Regional Banks that are free to accept them or not, which leads to a very heterogeneous network of regional banks.

Crédit Agricole’s CSR report is organised around several themes:

- Chapter 1 and 2 presents Crédit Agricole S.A. and the organisation of the group

- Chapter 3 deals with the corporate governance

- Chapter 4 and 5 are focused on sustainable development management

- Chapter 6 deals with risk management

- Chapter 7, 8 and 9 review the responsibilities of the Group following the Triple Bottom Line theory

-  Chapter 10 focuses on how social and environmental criteria are taken into account in every part of the Group

- Chapter 11 shows the involvement of the Group in the society (e.g. philanthropy)

This report has to comply with the French sustainable development reporting legislation, which explains why it is so long and complex compared to Crédit Mutuel’s. Thus, it seems to be more adapted to communication towards shareholders, rating agencies, analysts and NGOs than towards members. Moreover, it does not highlight the cooperatives values and their consequences on the group’s strategy, thus it is quite hard to see the difference between their report and a private company’s, apart in the governance chapter.

Regional Banks are asking Crédit Agricole SA to set up a special website dedicated to sustainable development, which would be adapted to communication towards members. Some regional websites could even be set up too. 

Crédit Agricole faces some issues when implementing environmental actions, as its members are mostly farmers involved in industrial and polluting farming. The group takes its educating role towards members very seriously, and also offers products to favour responsible agriculture. The decentralised network makes it harder to implement actions efficiently, however it limits errors as Regional Banks can give feedback to Crédit Agricole SA about its proposed policies. 

· Rabobank (Netherlands)

The history of Rabobank Groups joins Crédit Agricole’s. Both cooperatives were created in order to provide farmers with loans. Rabobank Group has a two-tier structure: its network of local cooperatives form the basis of the group, as the 174 independent local banks are also members and shareholders of Rabobank Nederland, which federates the local banks at the national level. Rabobank Nederland is a share-based cooperative that provides supporting services to local banks, represents the Group externally and owns the Group’s subsidiaries in the Netherlands and abroad (EACB, nd c; Rabobank, 2008). The organisation of the group is summarised in Annex 3.

The group is very proud of its cooperative roots and adds that “the cooperative structure means that the Rabobank Group considers serving its clients as its first and main task” (Rabobank, 2008, p. 4). The sustainability report is built around several themes: 

- stakeholder dialogue and involvement in CSR issues

- managing CSR policy in the group

- measuring business performance according to financial and non-financial criteria

- climate policy and initiatives to fight climate change and global warming

- creating new products and sustainable investments 

- banking in developing countries and microfinance

- contribution to local communities

- ethical human resource management

- integration of CSR in business operations

Compared to most mutuals, Rabobank is very concerned by its environmental responsibilities, particularly in the realm of climate change and green banking through Rabo Groen Bank. Rabobank is the largest Green Bank in the Netherlands, with a market share of more than 50%. It finances very large projects in renewable energy and clean technology, e.g. solar, wind, biomass, air treatment, biotechnology, recycling, more efficient crop cultivation, sustainable water management (Rabobank, nd).

Rabobank Group also works to improve the sustainability of its business processes by aiming to reduce its CO2 emissions by 20% over the next five years. It seeks to achieve this goal by using energy from renewable sources, through its environmentally conscious mobility policy and by ensuring its new offices are sustainable and energy-efficient. Rabobank Group’s business operations have been climate neutral since 2007(Rabobank, nd).

Rabobank Foundation and Rabo Development are two parts of the group that focus on microfinance and helping people with no access to financial services to get out of poverty. For 35 years, Rabo Foundation has helped meet the demand for microfinance in developing countries and has supported cooperatives for farmers, women and small traders. For about five years now, Rabo Development has been investing in the professionalisation of foreign rural banks with a cooperative focus (Rabobank, nd).

Rabobank’s Ethics Committee is a neutral advisory body, led by the Chairman of the Executive Board, which offers its opinion on moral dilemmas at all echelons of Rabobank Group. The Ethics Committee deals with ethical issues faced by employees (e.g. attribution on loans to unethical businesses), basing its recommendations on the Rabobank Code of Conduct, as well as on other external ethical standards. In 2008 the Committee ruled on 14 real-life situations, including potential funding of a provider of short-term loans, the welfare of sheep on long-distance transports, halal slaughterhouses. The Ethics Committee has celebrated its tenth anniversary in 2008. Over the past decade, the Committee has applied its ethical criteria to more than 150 business cases. 
· Summary and analysis
These four case studies show the different strategies adopted by European cooperatives regarding CSR. The main differences are related to the role and use of the cooperative identity in CSR and the ‘quality’ of the CSR strategy itself. Quality is defined here according to my personal understanding of CSR and consequently I evaluate the quality of a CSR strategy according to three major criteria:

- The independence and objectivity of the report: Who is in charge of writing it? Is there a mechanism of verification of what is reported? Is the verification done by an objective and independent team?

- The broadness and depth of the strategy: What are the aspects of CSR treated? Are the actual policies impressive compared to competitors? Is the cooperative leading the way in terms of sustainable development?

- The cooperative identity role: Is the cooperative mentioning and explaining its own identity and governance mechanism? Is a link between CSR and the cooperative identity made?

Each cooperative studied here shows a very different CSR strategy reflected through its CSR reports. First of all I want to highlight the differences regarding CSR reporting strategies. Most cooperatives refer to the Global Reporting Initiative (GRI) sustainability reporting guidelines, usually G3
, and the AA1000 Assurance Standard
, which complement each other as the basis of their reporting and auditing practices. It is especially stated in Rabobank’s and The Co-operative Group’s reports. 

In its 2006 report Rabobank affirms following G3 reporting guidelines and the AA1000 auditing standards and concludes this way: “In our opinion, the report gives a fair and balanced view of our organisation’s economic, ecological and social performance. We hope it will contribute to the transparency and comparability our stakeholders are asking for” (Rabobank, 2008, p. 9). Thus, stakeholders are invited to trust that Rabobank is effectively following these guidelines, and consequently that the report they provide is complete, responsive and objective. In 2007, Rabobank changed his strategy and hired an auditing company, namely KPMG Sustainability that provides the assurance that the report follows the AA1000AS. The assuror’s key tasks are to assess and report on the completeness and credibility of a company’s sustainability report, and the extent to which the company is responding to its stakeholders’ concerns and interests. This a guarantee of quality of the information provided. 

The Co-operative group goes a little further than Rabobank by hiring a CSR-specialised external agency, namely csrnetwork, responsible for marking the company on both its reporting procedures and on the actual content of the report (auditing). The explanations and conclusions of the assurance provider are clearer in the Co-operative group’s report than in Rabobank’s. 

Obviously, hiring external agencies has a cost, but it is the only way for a cooperative to prove the quality of its CSR reports to stakeholders, to get external advice on how to improve both its reporting practices and its CSR policies, and to benchmark its results against competitors.

Crédit Mutuel and Crédit Agricole do not mention in their reports their reporting and auditing practices (the financial part of the reports excluded), which greatly undermine the quality of their CSR reports. Not only do they not provide any proof of what they affirm in their report, but they also forget to explain the methodology used to report on their CSR activities.

It is quite obvious that French cooperatives are far behind their foreign competitors when it comes to CSR reporting and auditing, which can probably be explained by the lack of financial investment in their CSR department. CSR started to be strategically important in the US and UK before being well-acknowledged in the rest of the world. For instance, The Co-operative Bank has been publishing CSR reports for more than 10 years already, whereas at Crédit Mutuel the first report was published in 2004. The Co-operative Group affirms than their 2007 CSR report:

marks an extraordinary 10-year journey. Back in 1997, The Co-operative Bank produced its first ‘Partnership Report’. It created quite a stir at the time, and was widely recognised as establishing a new benchmark in transparency, stakeholder engagement and integrated reporting. […]The 1997 Partnership Report covered the combined efforts of the 3,776 employees of The Co-operative Bank; the 2007 Sustainability Report relates to the activities of nearly 82,000 employees across a very wide range of businesses. (The Co-operative Group, 2008, p.131)

The advance of The Co-operative Group compared to the other cooperatives studied can be also seen when looking at the amount of topics covered by its impressive CSR policies. The Co-operative Group CSR policies are benchmarked every year by AccountAbility and csrnetwork and the Group won several sustainability awards (e.g. Queen’s Award for Enterprise in the Sustainable Development category) and showed high sustainability marks that put the company as one of the most sustainable in its country and in the rest of the world. In their 2006 benchmarking analysis, AccountAbility and csrnetwork affirm that “the breadth of issues identified and the depth to which The Co-operative is exploring them is rarely – if at all – met by any company of comparable size” (The Co-operative Group, 2008, p.131). The Group manages to design, implement, monitor and improve a very impressive and comprehensive CSR strategy that follows the Triple Bottom Line (social, ecological and economical responsibilities) while highlighting the cooperative identity of the Group and the links between this identity and the CSR strategy. 

Finally, I would like to underline an important aspect of quality that is present in The Co-operative Group’s report and absent from others: the presentation, organisation and redaction of the report that make it so easy and pleasant to read. This report is suitable for any kind of stakeholders, including members and customers who may not be knowledgeable about CSR. A list of targets set for the past year is available at the start of every subpart, and for each target the cooperative mentions if it is achieved, on track, close to target or behind schedule. A list of targets is also set for the coming year, based on the results of the past year. Not only do these targets tables make a very clear summary of each subpart, but it is also a great way to follow the yearly improvements carried out by The Co-operative Group. From this short analysis, The Co-operative Group’s strategy in terms of CSR seems flawless and should inspire other cooperatives when developing their own strategy and preparing their own report. 

Rabobank’s report is less reader-friendly than its British counterpart, it is still very clear and understandable but has a more formal and classic presentation, which makes it less attractive for non-specialists. Thus, it is well-adapted to some stakeholders (e.g. CSR-specialists, auditors, legislators) but less to others (e.g. members, general public, employees). The report would probably gain clarity from a less complex table of contents, with fewer subparts that gather similar issues together. The CSR report is still very interesting, and Rabobank succeeds where most cooperatives fail: it manages to offer a broad and complete picture of what CSR is - without highlighting only social aspects to the detriment of environmental ones – and to link CSR to the cooperative identity and governance system. Rabobank is especially leading the way in 3 aspects of CSR: green policies, microfinance and ethical banking.

Crédit Mutuel has been publishing CSR reports for a few years now, and it has recently chosen to differentiate from other French cooperatives by focusing itself on its cooperative identity: Crédit Mutuel claims that it is the basis of its CSR strategy. The report is very easy and pleasant to read, its purpose being to become a well-adapted means of communication towards members and other stakeholders. If the report is a successful communication tool when it comes to social issues and cooperative values, it fails to show a comprehensive picture of CSR. This probably stems from the lack of involvement of Crédit Mutuel in CSR activities that are not directly linked with its cooperative identity and history. This is probably due to the bottom-up strategy used for establishing and reporting the CSR strategy. A bottom-up strategy has many advantages: better mobilisation of employees and stakeholders at all levels, more freedom to innovate locally and establish news CSR practices, possibility to test some new policies at the local lever before spreading them etc. However, a lack of decision power at top management, which is the case at Crédit Mutuel where power is much decentralised, makes it complicated for the cooperative to adopt a comprehensive, coordinated and coherent strategy. In the case of Crédit Mutuel, top management can only advise regional federations and encourage them to be proactive, but in most cases it cannot force them to adopt national CSR practices without their consent. Thus, the strategy adopted and reported is fairly limited to themes like the cooperative governance system, local development, involvement in the community, corporate philanthropy, etc. A balance between bottom-up and top-down is necessary to transform random CSR practices into a proper CSR strategy, however that may be complicated to achieve for Crédit Mutuel. 

Crédit Agricole’s CSR report is the less easy to read for non-specialists and is not tailored to members’ or customers’ needs at all. This is clearly a report that follows a legislative aim instead of a communicative one. The idea of setting up a website dedicated to CSR seems better in terms of general communication, but Crédit Agricole could also publish a shorter and less complex version of its CSR reports, as many companies do, more adapted to general public. As for the policies adopted, Crédit Agricole faces the inverse issue of Crédit Mutuel’s: too much top-down and not enough bottom-up implementation of CSR practices. This comes from the political struggle between the different entities of the Group, but it seems that better relationships between them should help solve the problem in the near future. We can only hope that next year’s report will be positively impacted by this change. Also, compared to its French competitors, Crédit Agricole does not highlight its cooperative roots much, probably because it aims to compete mainly with private banks through its private subsidiaries. However, I believe that if Crédit Agricole publishes a smaller version of its CSR report designed to match members’ interests or set up a website, it should consider thinking more the meaning and use of its cooperative roots when it comes to its governance system or its CSR strategy.

To conclude this case studies analysis, it seems obvious that CSR strategies and CSR reports differ significantly from one cooperative to another, mainly in terms of how good the quality of the report is. Obviously, experience in terms of CSR and CSR reporting plays a major role when defining the quality of the results of the cooperative’s efforts. Without any doubt the Co-operative group is leading the way but Rabobank could become a serious challenger in the future. French cooperatives, from these case studies and from researchers’ work, are behind their foreign fellow cooperatives. However, their CSR strategies have been evolving very fast in the past few years, and thus they may surprise us in the near future.

III) Discussion

The first aim of this research paper is to study the trivialisation of the cooperative model and the way cooperatives try to fight it (part I). It’s second goal is to introduce CSR as an alternative to the common ways used to fight trivialisation, and to do this a study of CSR strategies adopted by cooperatives was needed (part II). From our literature review and our case studies we can conclude that if cooperatives’ fight against trivialisation has already begun it is far from evident. 

First of all, it seems quite clear that cooperatives need to sustain their efforts in terms of communication and transparency, and should also widen the range of communication tools they use while improving/upgrading their transparency policies. This has been discussed in the analysis ending part I of this paper, but it may be useful to summarise our findings here.

If they do not want to face discriminatory legislations, cooperatives need to communicate towards legislators at all levels (national, European, international). However, I would argue that the most efficient way for cooperatives to reach their objective is to use their representative associations (e.g. EACB, ICA) to target international and European institutions. Associations benefit from a better lobbying power, as they represent more cooperatives – and thus more members. Furthermore, international and regional institutions are the ones influencing or deciding on most legislation. Moreover, better communication towards these institutions can also have positive impacts on cooperatives’ reputation. In fact, international institutions like the IMF and the World Bank have published several reports and articles on the cooperative model in the past. When these publications show a positive image of the cooperative governance system and cooperative values, it can have a tremendous effect on the perception current and potential stakeholders have of cooperatives. These institutions (e.g. IMF, World Bank, EU commission or parliament) have started to recognise the multiple advantages of the cooperative model, and with the current crisis of the private capitalistic model we can expect this trend to be strongly confirmed. 

In fact, it can be argued that the economic crisis has tarnished private banks’ reputation and some customers may be looking for alternatives more suitable in terms of financial risks, but also in terms of social and environmental policies. Thus, the recent collapse of the liberal model is a perfect opportunity for cooperatives to maximise their communication efforts. However, these communication efforts must be adapted to each stakeholder, therefore communication tools used must be tailored to the target. For instance, annual reports such as financial or CSR reports are good communication tools for certain types of stakeholders, such as investors or analysts. However, it is very unlikely that members or customers, apart from some big corporate customers, read these. Advertising campaigns, cooperatives’ websites, shorter reports or handbooks available at cooperatives local branches, e-mails and letters are better ways to communicate directly with members. Some other means can be associated with these communication tools, for instance when bankers benefit from a trust-based relationship with their clients they should recommend the cooperative’s handbook and communicate directly to their clients about the cooperative’s values and how members should get involved.

This brings us to the bases of the relationship between members and their cooperative, which is trust. This trust-based relationship between cooperatives and members has slowly disappeared when cooperatives started behaving more like private banks. The involvement of members in cooperatives management, thanks to their decision power, is supposed to control that cooperatives behave in the best interest of their members. However, members have lost interest in being involved in administration meetings, and despite cooperatives efforts it is unlikely that participation will ever go back to what it was when cooperatives were created. This is the consequence of success, i.e. membership base growth, and cooperatives need to deal with it by finding new ways to prove their good behaviour to their members. Transparency is probably the key element of a trust-based relationship: thus cooperatives need to show their members that they are behaving in their best interest, through transparent publications regarding their financial results, their expenses and the way profit is used to the benefit of members. Even though most members may not read these reports themselves, these are studied by journalists and experts whose conclusions are available in specialist newspapers. Moreover, if cooperatives use external agencies to certify the veracity of the information provided by cooperatives’ reports, this can be stated in communication tools directed towards members. 

To be transparent about their results, cooperatives need to be able to monitor their performance. Performance monitoring in cooperatives have been the centre of a debate, which questions the use of growth as a good performance indicator, as cooperatives growth does not necessarily benefit members. The definition offered by researchers is a mix between efficient management and growth of the member base. This seems a good definition to me, as it takes into account both the attractiveness of the cooperative model and the efficient management of cooperatives’ profits in order to best benefit its members. Cooperatives should start using this new performance measurement tool, and mention how well they do in their annual reports, including financial and CSR reports. It could be a good way to improve transparency towards their stakeholders, especially members.

We are now going to discuss more about CSR, which is truly the main focus of this thesis. CSR and sustainable development are two related concepts that are on everyone’s lips at the moment, being governments, businesses, NGOs and even customers. As we said before, CSR is now part of the core strategy of most organisations, and many researchers argue that being a leader in the sustainability field is the best way of gaining both a competitive advantage and a first-mover advantage. Even Lee Scott, the President and CEO of Wal-Mart, affirms that “sustainability is the single biggest business opportunity of the 21st century, and will be the next source of competitive advantage” (PwC, 2008, p.4). Wal-mart has been considered for years as a successful follower of Friedman’s shareholder theory, who argues that “a corporation's only moral responsibility [is] to increase shareholder profits” (Stengel, 2009), and a perfect representation of the American capitalistic model. However, the department stores chain has recently decided to change its strategy in order to take into account current environmental concerns. The multinational announced in July that it was the leading part of a consortium uniting academics and big multinationals (e.g Procter & Gamble, PespiCo) in order to create “a sustainability index that will one day show consumers at a glance how green its products are” (Stengel, 2009). Even though NGOs still attack the company, especially regarding social issues such as fair treatment of developing countries’ labour, this shows that even multinationals start to realise how important sustainability and ethics are to business.
Nowadays, most companies acknowledge the potential of CSR and sustainability in terms of business opportunities – in addition to saving the world from climate change and trying to solve many other ethical dilemmas. More and more customers feel concerned by environmental and social issues and this is reflected by their purchasing behaviour. 

According to a poll conducted by the Time magazine in the US, American consumers are more and more sensitive to the social and environmental impacts of the products they buy, which explains the increase in organic, fair trade and environmentally-friendly goods purchases. The Time magazine finds that there are:

 evidence of a changing mind-set, a new kind of social contract among consumers, business and government. We are seeing the rise of the citizen consumer — and the beginnings of a responsibility revolution. […] Corporate America has discovered that social responsibility attracts investment capital as well as customer loyalty, creating a virtuous circle. With global warming on the minds of many consumers, lots of companies are racing to ‘outgreen’ one another, a competition that is good for their bottom lines as well as the environment's. Companies also began to realize that just as some consumers boycotted products they considered unethical, others would purchase products in part because their manufacturers were responsible (Stengel, 2009).
As a consequence, being a sustainability leader can be a massive competitive advantage for a company, as it will attract green customers towards their own products or services instead of competitors’. These consumers are often prepared to pay a premium price to receive good quality products, which are respectful to the environment (Cairncross, 1997). This deeper consciousness about global warming is verified globally as most “consumers react negatively to poor environmental performance”, and thus put pressure on firms to be more environmentally friendly (Gallarotti, 1995). As CSR reports are used by extra-financial rating agencies, by NGOs and other stakeholders to review and compare banks’ extra-financial performance, it is quite easy for customers to find a benchmark of companies’ CSR practices in a particular market, before they make a purchasing decision.

Cooperatives that establish a sustainability leadership in their own markets could then attract more customers and members. For instance The Co-operative Group offers sustainable/ethical products (e.g. a credit card that gives a percentage of its owner’s spending to charity) that attract ethically-sensitive customers. Becoming a sustainability leader could enable cooperatives to fight the trivialisation they face by arguing that this sustainability strategy naturally relies on cooperative values. Ethically-aware customers may even end up being more implicated members than usual customers, as they would probably want to lobby for better environmental and ethical policies in the cooperative. 

Thus, CSR is a very powerful tool that, if it well-used, can differentiate cooperatives from private banks, promote the cooperative model and values, attract new members while motivating current members, as well as having a positive impact on the environment and on the whole society. 

I am now going to review and analyse the current strategies adopted by cooperatives in terms of CSR, and then we will make a list of recommendations so that they can improve these strategies so as not to miss the potential positive impacts of this ethical tool.

The quality of both CSR strategies and CSR reports is very different from one cooperative to another. Obviously, experience in terms of CSR strategising and reporting usually has a positive correlation with the quality of the CSR reports. The Co-operative group appears as a leader in terms of creating and implementing a high-quality and well-reported CSR strategy, while Rabobank emerges as a serious challenger. Both of them have been ranked in the top 10 best companies in the world by SustainAbility’s international benchmark of corporate sustainability reporting, published in 2004 and 2006 (SustainAbility, nd). The Co-operative Group even ranked 1st in 2004 and 2nd in 2006.

Even though French cooperative’s CSR strategies have been evolving very fast in the past few years they are still far behind in comparison, partly because they started to adopt CSR quite late in the game and their CSR reports generally focus on the cooperative governance system, the cooperative identity and aim, corporate citizenship and microfinance. This is a nice collection of social actions, but it is far from being a high-quality CSR strategy. French cooperatives tend to communicate more on peripheral actions than on the social and environmental issues associated with their core banking occupation, they focus more on how they can redistribute a share of the wealth they create than on how this wealth is created. However, despite being an important part of CSR, corporate philanthropy is not what CSR is all about. Rather, CSR is about the total impact that the cooperative has on society, positive as well as negative, and how this impact is dealt with. In the future, cooperatives as well as private companies will need to ensure that their CSR strategies set up a list of ethical principles implemented and respected throughout the organisation.

Another issue in CSR reporting is that most cooperatives fail to link their cooperative governance system, identity and values to their CSR strategy, which reinforces the trivialisation they are facing. If that link seems obvious to cooperatives, it may not be the case for their stakeholders, especially members, thus it is a priority for cooperatives to explain that link in their CSR reports. The example of Crédit Mutuel, which uses its cooperative roots to build its CSR strategy (e.g. decentralised information gathering system, participation of members), should provide good inspiration for other cooperatives. 

The fact that cooperatives have been created in order to fulfil a social goal – giving financial access to people who did not have any before – does not prevent cooperatives from needing to establish, implement and monitor a high-quality CSR strategy, replying to all stakeholders’ needs and concerns. Cooperatives have an advantage over their private competitors coming from their internal values (long-term focus, strong ties with local community, democratic governance system etc.), their corporate governance system and their social aim. Cooperatives’ profits benefit all members, and members are both customers – benefiting from the cooperative’s services – and active management participants. However, if cooperatives do not use this intrinsic advantage in order to build a high quality CSR strategy based on the cooperative identity and on stakeholders’ demands, then they fail to realise the CSR leadership they could easily gain. Having social and ethical values is just not enough, if these values are not built upon to create a real strategy, then they are useless in terms of becoming a CSR leader.
Ideally, a CSR strategy considers all stakeholder’s demand, is well implemented, monitored and communicated. French cooperatives do not fulfil these criteria, which can be explained by their late involvement into CSR but also by their decentralised network, which slows down the implementation of any kind of top-down strategy. Thus, cooperatives’ CSR actions are often fragmented instead of coming from a coordinated effort, which explains while many French cooperatives do not perform better than private banks when it comes to CSR. The bottom-up approach is way more complicated to manage than the top-down approach favoured by private banks. 

However, this bottom-up approach has several advantages:

- It may lead to better empowerment of employees and managers, as they are the ones involved in designing local strategies and actions.

- CSR actions are better embedded in local communities and more adapted to local needs.

- It is the occasion to try different strategies in different regions, and then best practices may be transferred and developed in other federations.

- The national federation may get some interesting feedbacks from regional federations when they present their ideas for the national CSR strategy.

- Members and their representatives at the local and regional level can be involved in the development of local, regional and even national CSR actions and strategies.
The ideal way for cooperatives to build a high-quality CSR strategy is too manage to have a balance between the bottom-up approach and the top-down approach. Then, they can benefit from the advantages of the bottom-up approach, while trying to design a broader and more coherent CSR strategy at the national federation level. This will be hard to achieve and will take some time, but it is the only way to gain a sustainability leadership. If top management at the national level manages to get its staff, members and representatives involved in building CSR actions at their own level, then these people will be more aware of CSR issues and they may become more receptive to the need to set up a large national-scale CSR scheme. As long as decision-making regarding CSR still follows the rules of the cooperative governance model, a top-down approach could be adopted in order to complement the local actions already implemented. The need to communicate and educate stakeholders about this issue is crucial for the acceptance of the top-down approach: regional managers and members representatives need to understand the importance of the national coherence of the cooperative’s CSR strategy if the cooperative wants to lead or even follow its competitors.

The importance of being a sustainability leader is even more pressing now that the world is facing a tough economic crisis:

The key to progress, particularly in times of economic crisis, is innovation. Just as some internet companies survived the bust in 2000 to challenge incumbents, so, too, will sustainable corporations emerge from today’s recession to upset the status quo. By treating sustainability as a goal today, early movers will develop competencies that rivals will be hard-pressed to match. That competitive advantage will stand them in good stead, because sustainability will always be an integral part of development (Nidumolu et al., 2009, p.58)
PricewaterhouseCoopers (PwC, 2008) explain in its report ‘The sustainability agenda: Industry perspectives’, that a sustainable mindset implies both assessing sustainability-related risks and identifying sustainability-related opportunities. According to them, there are at least four categories of risks that are more or less important depending on industries: scarcity of raw materials (e.g. oil, gas), new regulations (e.g. carbon tax), reputation management (e.g. unethical corporate behaviour), climate change/physical risks (e.g. flooding, droughts can disrupt supply chains). In the banking industry, reputation management and to a less extent new regulations are the most important sustainability-related risks. Another very important kind of risks that can be related to sustainability is credit risks: in some situations banks may be considered liable for their clients’ environmental or social damages, if these clients cannot cover the damages themselves. Cooperatives need to take into account these risks in their overall strategy and report about the way they are managed in their CSR report.

Identifying ‘green’ and ‘ethical’ opportunities before competitors is probably the best way to become a sustainable leader in a particular market:
The growing number of consumers seeking healthy and sustainable lifestyles constitutes a potentially vast market for new products and services. […] Wherever environmental, social or ethical issues can be addressed businesses have an opportunity to innovate, differentiate, create value and attract more customers. They are also opportunities to attract and motivate employees (PwC, 2008, p.4).
Reaching sustainability leadership requires both long-term and continuous investment, because being sustainable does not always pay off straight away and requires more environmental and social efforts every year in order to reach tougher targets. However cooperatives benefit from a massive advantage compared to their private counterparts: they do not face any pressure for short-term profits from shareholders. Members benefit strongly from long-term investments that aim at developing the cooperative’s services while improving its environmental and social records. 

In the banking industry, PricewaterhouseCoopers (PwC, 2008) identifies three main categories of opportunity: energy savings (e.g. energy-efficient buildings, car-sharing scheme for employees), new sustainable products (e.g. socially responsible investing funds) and bank investments in ‘green’ companies (e.g. renewable energies) or in social enterprises. 

Cooperatives should consider both these risks and opportunities if they want to become sustainable leaders, and include them into their CSR strategy. We are now going to detail how cooperatives can improve themselves in terms of both CSR strategy and CSR reporting. 
First of all, CSR has a direct link with stakeholder management, which means that a good CSR policy needs to be based on what cooperative’s stakeholders care about. This means that it is very important for cooperatives to know who their stakeholders are, and what their key concerns are. Stakeholders can be defined as any person, group of people or entity that has either a direct or an indirect relationship with the cooperative. Cooperatives’ direct stakeholders are usually members/customers, employees, suppliers, partners and local communities. Indirect stakeholders do not have a direct relationship with cooperatives, but are still affected by their actions: the investment community, trade organisations, NGOs, industry peers, governments, media etc. It is important that cooperatives remember that they are not the one to define their stakeholders: any person, group or entity that believes to have a relationship with the cooperative or to be affected by its actions is a stakeholder. Obviously stakeholders tend to be interested in certain CSR issues, which are specific to them, e.g. employees and work ethics, members and ethical services offer. This is why a CSR report is not easy to build: it requires that the cooperative has a good knowledge of all its stakeholders’ concerns and that the CSR report (or other means of communication used to deal with CSR issues) replies to all these concerns in an appropriate and understandable manner for all stakeholders. 

Maon et al. (2009) have developed a nine steps process in order to design, implement, monitor and report on a high-quality CSR strategy. Cooperatives can use this 9-step scheme as a guide in order to assess and improve the way they manage their CSR strategy, I have added a final step to this guide, based on the importance of social media as a CSR communication tool:

1) Raising CSR awareness inside the organisation: It requires both top-management’s and employees’ involvement. Top management must communicate internally about the values and image they wish to convey towards stakeholders. Employees’ own moral values will influence whether or not they are sensitive to top managers’ discourse and able to internalise this values and new practices.

2) Assessing corporate purpose in a societal context: The cooperative needs to review its current values, norms, mission and vision statement and to align these with its focus on CSR. The cooperative’s culture and identity must not conflict with its CSR strategy; rather they must be able to support it on a long-term basis. Finally, the cooperative should also identify their key stakeholders and what their concerns are regarding CSR.

3) Establishing a working definition and vision for CSR: The working definition of CSR should summarise the cooperative’s long-term CSR goals and link them with stakeholders’ expectations. Then, top management should communicate about the cooperative’s CSR vision both externally and internally. It is very important that the CSR vision does not conflict with employees’ personal values.

4) Assessing current CSR status: Assessing current practices regarding the cooperative’s social and environmental impacts, its governance system, its existing commitment to sustainability and its social dialogue process is the basis of the future CSR report. Then, the cooperative should identify the best CSR performers in its market and benchmark its own practices with its competitors’, in order to see what are they key issues the cooperative should concentrate its efforts on. Cooperatives could also share their experience and knowledge about CSR with each other, for instance through the EACB or the ICBA. 

5) Developing an integrated CSR strategic plan: The cooperative needs to set up a list of CSR commitments, principles, targets and performance measurement systems. Moreover, a CSR committee or department needs to be created, whose members are responsible for the implementation, monitoring and continuous improvement of the CSR strategy. It is also important that a CSR network is created throughout the cooperative (e.g. CSR managers in each region and/or local outlet).

6) Implementing the CSR integrated strategic plan: Involvement and empowerment of employees at all level is crucial to a successful implementation. Regional and local managers are responsible of the implementation of the CSR practices at their own level (e.g. allocation of resources, performance monitoring, staff behaviour). They must also communicate and train other employees on the cooperative’s CSR strategy, its goals and the value-added it brings to the cooperative. Staff can only become empowered if they understand the cooperative’s CSR approach and its context, then they are more likely to actively participate in its implementation and to give feedbacks to managers on how to improve the CSR strategy.

7) Maintaining internal and external communication: Continuous internal communication (e.g. training, newsletters, reports, meetings) throughout the process of defining-implementing-monitoring a CSR strategy is crucial. During this process, staff need to be informed of the progress that has been made and of its impact on the cooperatives. Towards the end of the process, communication should focus on demonstrating the success of the CSR program. External communication should be adapted to the stakeholders’ need for transparency, thus the whole CSR strategy should be reported on annually, in a manner that is both understandable and responsive to all stakeholders. The cooperative should especially state what it has achieved and what it hopes to achieve in the future, so that stakeholders can monitor the cooperative’s improvements. 

8) Evaluating CSR-related strategies and communication: In order to create a continuous improvement circle, audits of the CSR program, based on performance measuring and reporting are a critical success factor. Audits should enable the cooperative to assess what is working well and what is not, to understand why and to set up new targets based on the audits’ results. Hiring external auditors enables the cooperative to both prove its transparency to its stakeholders and to benefit from an outsider’s and a specialist’s advice. 

9) Institutionalising CSR policy: Sustainability needs to become a key part of the cooperative’s culture. Resources need to be attributed to the CSR committee, and a rewards/penalties system should be linked to achievements. A continuous dialogue with stakeholders, for instance through surveys or meetings, throughout the process of implementing and monitoring a CSR strategy is very important, so as to be sure that the cooperative follow and respond to stakeholders’ evolving concerns.

10) Making the CSR report buzz: Publishing a CSR report seems to be the end of the whole process, however implementing, managing and monitoring a CSR strategy is a never-ending process. Once a CSR report is published, the cooperative should start working on improving its CSR practices for next year’s report. In addition to that, the cooperative should make sure that communication about its current report is effective and reaching all stakeholders. Elaine Cohen, the co-founder of BeyondBusiness - a consulting firm specialised in CSR strategy, argues that once a CSR report is published the company should try to create a buzz around it, so as to spread the news. 
She advises corporations to advertise their CSR reports on social media (Facebook, LinkedIn, Twitter, blogs), to issue a press release, to add it to the GRI reports list (if it is a GRI report), to prepare a YouTube presentation about it etc. The use of these new means of communication is a very efficient way to make the cooperative’s CSR report buzz, and to ensure that its publication is acknowledged by the maximum of people, including potential partners or customers. 

It is also important that employees and managers are aware of the publication and ready to answer any external questions about it, thus special internal communication (e.g. through meetings, a special newsletter, a video presentation available on the cooperative’s intranet) and training is needed. This is also a good occasion to get some feedbacks from employees at all level of the cooperative, so as to improve the CSR strategy, the CSR report or the communication means chosen by the CSR committee.

Finally, publishing a CSR report does not signify the end of the dialogue with external stakeholders. On the contrary, the cooperative should find a way, adapted to stakeholders, to send them their new CSR report with some sort of questionnaire and welcome all their feedback whether positive or negative. The CSR report can for instance be introduced at members’ and representatives’ meetings, and surveys or polls can be organised there. Getting some feedbacks and engaging into a constructive dialogue with stakeholders is way more fruitful than just raising awareness about the new publication (Cohen, 2009).

SDialogue, a consultancy firm specialised in CSR reporting, also highlights the usefulness of social media as a tool for engaging proactive dialogue with stakeholders:  

Much of today’s efforts around communicating corporate social responsibility (CSR) […] focus on producing reports that comply with standards such as the Global Reporting Initiative (GRI). While publishing a report can be a starting place, it’s important for companies to take the next step to disseminate that information and turn it into a conversation with stakeholders (SDialogue, 2009, p.1). Social media is a growing phenomenon, and one that should not be underestimated in terms of reach and influence. The prevalence of social media and increasing importance of CSR efforts offers companies a unique opportunity to more effectively engage stakeholders (SDialogue, 2009, p.2).

Moreover, whether or not cooperatives become involved into social media, stakeholders will still use social media to discuss their actions, either positively or negatively. NGOs especially use social media in order to lobby for more corporate transparency and to raise public awareness about ethical issues. This new lobbying method turns into digital activism when it is relayed by citizens sensitive to the topics. Thus, companies, including cooperatives, can either choose to stay away from social media and leave possible debates going on without them, or use social media so as to get into a constructive discussion with stakeholders and citizens. It can be a great way to learn more about stakeholders and their concerns and feelings about the cooperative, while defending or promoting the cooperative’s image when needed.
To conclude, I would like to add that despite their CSR efforts, cooperatives should not try to use their brand-new CSR strategy to get out of a potential reputation crisis. Whereas cooperatives with a long-time involvement in CSR, such as The Co-operative Group, may use their ethical and environmental behaviour as an efficient communication and marketing tool, and dismiss an ethical issue as a one-time accident, other cooperatives should be more careful. Cooperatives that have only recently built up a high-quality CSR strategy should obviously communicate their merits but only in a sensitive, subtle and modest manor. Over-using their new sustainable mindset, especially in order to try to balance a reputation crisis linked to ethics, will only result in scepticism from members and other stakeholders and potential accusation of greenwashing from NGOs (Van Hamme, p.281).
Conclusion

This thesis focused on the ways available to cooperatives to solve their trivialisation and loss of credibility issues. Throughout our academic articles review, our case studies and our analysis, we have showed that cooperatives are starting to react and fight the trivialisation they face. However, these efforts are not enough and we have set up a list of communication and transparency tools that cooperatives could use in order to be more efficient in the way they try to regain their cooperative status.

We have also introduced CSR as a new powerful tool, which can be used by cooperatives in order to both fight trivialisation and gain a sustainable competitive advantage over their competitors. Obviously, this tool is not easy to implement and manage, which is why we have tried to set up a guide for cooperatives that can help them become sustainability leaders in their own market.

There are two main limits to this thesis:

- It seems that most academic researchers studying financial mutuals are more interested in cooperative governance or demutualisation than in communication policies, the issue of transparency and CSR strategies. Thus, finding relevant academic articles was a hard task and most articles in the CSR field came from one or two sources. Thus, it is possible that the picture that the articles review gives of cooperatives is slightly flawed. 

- Because most of the articles I found focused around European cooperatives it would have been presumptuous to try and generalise my findings to countries further afield or to cover issues in a minimalistic manor. Furthermore I was only able to meet with European cooperatives for case studies, so I thus decided to concentrate my research solely upon Europe to gain a deep level of knowledge. However, it could be interesting to conduct the same study on other cooperatives, for instance Mouvement Desjardins in Quebec.
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Annexes

Annex 1: The Pyramid of CSR (Carroll, 1991)
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Annex 2: Organisation of Crédit Agricole Group (Crédit Agricole, 2008b, p. 53)
[image: image25.emf]
Annex 3: Organisation of Rabobank Group (Rabobank, 2008, p. 5)
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� The rules depend on each cooperative. In some of them being a customer implies being a member, and thus owning a part of the cooperative, in other customers can choose to become a member or not.


� The main one being the database created by my colleagues and our project leader for the Research Project on Financial Mutuals, Cooperative Banks and Insurers, which is attached to the Center for Corporate Governance in Copenhagen Business School.


� Credit unions are a type of financial cooperatives that is mainly found in Anglo-Saxon countries. They are historically smaller than European financial cooperatives.


� The net interest margin is the difference between deposit interest rates and borrowing interest rates.


�  The social return on investment is the monetised value of the social impacts of a project divided by its cost.


� Crédit Agricole, Crédit Mutuel, Banques Populaires (including Crédit Coopératif network) and Caisse d’Epargne. Banques Populaires and Caisse d’Epargne have announced their merger in October 2008, which is planned for summer 2009.


� At least 50 % is donated.


� To the exception of Corsica’s Caisse Régionale.


� Previously called Crédit Lyonnais.


� “The G3 Guidelines are the cornerstone of the GRI Sustainability Reporting Framework. […] The Guidelines outline core content for reporting and […] are the foundation upon which all other GRI reporting guidance is based. The G3 Guidelines outline a disclosure framework that organizations can voluntarily, flexibly, and incrementally adopt. The flexibility of the G3 format allows organizations to plot a path for continual improvement of their sustainability reporting practices” (Global Reporting, nd).





� “AA1000 assurance provides a comprehensive way of holding an organisation to account for its management, performance and reporting on sustainability issues by evaluating the adherence of an organisation to the AccountAbility Principles and the reliability of associated performance information” (AccountAbility, nd).
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