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CORPORATE SOCIAL
RESPONSIBILITY OF FINANCIAL
SECTOR INSTITUTIONS IN THE
LIGHT OF SUSTAINABLE
DEVELOPMENT GOALS
FINANCING: THE ROLE OF BANKS
AND STOCK EXCHANGES

Abstract

Significant gap in investment resources for financing Sustainable Development Goals can

be overcome with the revitalization of the corporate social responsibility mechanism of
the financial sector institutions, for example banks and stock exchanges as the largest play-
ers in the global financial sector. The most relevant for them are Goals 1, 5, 8, 10, 13, 17.
Incorporating these goals into activities of the financial sector institutions requires not

only the activation of their CSR mechanism in the directions indicated by the targets, but

also the radical restructuring of all business processes and the reorientation of their overall

sustainability strategy. Analysis of current sustainability reporting disclosure by financial

sector institutions in global and regional aspects was conducted. Based on the analysis, the

authors define the role of CSRs of banks and stock exchanges in SDG financing as follows:

banks — ensuring their own sustainability and efficiency through CSR mechanisms, forma-
tion of new tools, methods and technologies of financial support of SDG; stock exchanges —
minimization of information asymmetry in investor decision making, taking into consid-
eration ESG criteria, formation of exemplary disclosure practices and new markets and

market benchmarks by listing companies.

Keywords sustainability, stakeholder, financial sector, financing,

CSR mechanism

JEL Classification Qo1, Ga1

INTRODUCTION

In overcoming the consequences of the global 2007-2009 financial
crisis, the Paris Agreement on Climate Agreements and the United
Nations Sustainable Development Goals (SDGs UN 2030 Agenda and
Sustainable Development Goals) mark new milestones in the develop-
ment of the financial sector, the role of which is transformed due to
the emergence of new investment opportunities. So, according to Ban
Ki-moon, “green finance” offers extraordinary unlimited investment
opportunities in developing countries. All financial players must work
together to create a mechanism for implementing these opportunities.

The corporate social responsibility (CSR) of financial sector institutions
as a holistic mechanism for responsible management of their activi-
ties is directly aimed at realizing such investment opportunities, over-
coming key barriers to financing the SDG and eliminating the global
investment gap of USD 5 to 7 trillion annually, including USD 3.3 to
4.5 trillion in developing countries. Developing countries face USD 2.5
trillion annual investment gap in key sustainable development sectors.
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Among the key barriers to financing the SDG are:

« the necessity to integrate a negative ecological externalities and ESG criteria into the practice of
making investment decisions in the financial sector and market practice;

« consideration of new investment opportunities and their features in the strategy and tactics of the
activities of financial institutions;

« formation of new competencies, types of sustainable development financing and its goals;

« overcoming information asymmetry among the investment process participants: forming common
approaches to information disclosure and understanding ESG criteria;

« reorientation of financial instruments for longer-term financing.

According to the expert assessments, financing of sustainable development initiatives creates a new
market of USD 70 trillion by 2030, business strategy varies according to environmental, social and
governance factors (ESGs), and the role of financial sector regulators needs to be revised in view of
new challenges. Creation of Task Force on Climate-related Financial Disclosures (TCFD) or High Level
Expert Group from the European Commision are good examples in this context.

According to the High Level Expert Group established by the European Commision, to reach the SDG
only in EU it will need 180 billion euro annually, for which the European Fund for Strategic Investments
has been created. However, the scale of investment challenges is beyond the capabilities of the public
sector and requires the active involvement of financial sector institutions.

The inclusion of Ukraine in the SDG and the formation of a national system of their targets by 2030 will
require a detailed analysis of the global experience in functioning of the CSR mechanism of the finan-
cial sector institutions and development of directions for its implementation.

The aim of this research is to study the significance of CSR mechanisms of financial sector institutions
(for example, banks and stock exchanges) in implementation of investment opportunities for financing
UN SDGs.

The role of CSRs of banks and stock exchanges as the largest players in the global financial sector aimed
at overcoming investment barriers on the way to the SDG can be indicated as follows:

1) banks - ensuring their own sustainability and efficiency through CSR mechanisms with indirect
influence on financial stability and achievement of sustainable development, formation of new tools,
methods and technologies of financial support for SDG;

2) stock exchanges — minimization of information asymmetry in investor decision making, taking
into account ESG criteria, formation of exemplary disclosure practices by listing companies in
view of their progress in achieving the SDG and the specified criteria and monitoring the market
environment for new SDG financial support instruments (green bonds).

The article is structured as follows: overview of normative sources on international and national
level, scientific works in the field of regulation of CSR of financial sector institutions (Section 1);
methods (Section 2); analysis of world experience in functioning of the CSR mechanism of the
financial sector institutions in financing the SDG (Section 3); conclusions and perspectives for
Ukraine.

2 http://dx.doi.org/10.21511/pmf.07(3).2018.01



LITERATURE REVIEW

1.1. Legal framework of the CSR

mechanism of the financial sector
institutions

A thorough study of the concept of “corporate so-
cial responsibility” (CSR) has taken place since the
beginning of the twentieth century. During this
time, the concept of CSR has evolved substantially
and has become widespread from isolated cases to
systemic implementation in most areas of activity.
There is no exception to the financial sector, where
CSR has a significant impact on the strategy of fi-
nancial institutions. The global financial crisis has
shifted the emphasis on the strategy of the finan-
cial sector institutions to strengthen the respon-
sibility for regulators and consumers of financial
services; the adoption of the SDG - towards of in-
creasing responsibility to all stakeholders.

At the international and national level, a num-
ber of normative documents and standards have
been developed that regulate the functioning of
the CSR mechanisms of the financial sector in-
stitutions. Among the key requirements that are
common and cross-sectoral, one can refer to the
10 United Nations Global Compact Principles
(UNGC) signed by most of the leading financial
institutions. The International Standardization
Organization proposes to use the ISO 26000 stand-
ard: 2010 “Social Responsibility Guideline”, which
discloses all aspects of the social responsibility of
business entities in any field of activity, ranging
from the interpretation of concepts, disclosure of
the concept and key concept aspects, and ending
with recommendations on the social responsibili-
ty implementation and examples of key successful
practices. The following standards for disclosure
and interaction with stakeholders are also widely
used: GRI (Social Reporting Standard for a Three-
Way Sustainability Concept), AA1000 series (a set
of recommendations and principles for preparing
social reports based on dialog with stakeholders;
key principles: comprehensive, substantive, and
responsive). A series of standard certificates SA
8000 is intended for certification of organizations
in labor relations.

Specific for the financial sector institutions
are the United Nations-backed Principles for

http://dx.doi.org/10.21511/pmf.07(3).2018.01
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Responsible Investment (PRI), Equator Principles,
the Sustainability Stock Exchanges Initiative
(SSEI), the United Nations Environment Program
Finance Initiative (UNEP-FI), the United
Nations Conference on Trade and Development
(UNCTAD), the World Federation of Exchanges.

In particular, the last two organizations clear-
ly define of the role of stock exchanges in ensur-
ing sustainable development. According to the
WEE experts, stock exchanges create information
products and services for investors operating on
the basis of the ESG criteria; implementing ESG
standards among listed companies; forming spe-
cialized markets for specific sustainable invest-
ment niches WFE, 2010 Exchanges, ESG and
Investment Decisions. A similar vision is present-
ed in WFE and UNCTAD, 2017, The Role of Stock
Exchanges in Fostering Economic Growth and
Sustainable Development - The role of the stock
exchanges in achieving sustainable development
is first a supporting good governance in business
practices and, second, investment in sustainable
development.

At the national level, the CSR mechanisms of the
financial sector institutions are detailed:

o at the level of legislative acts: the Financial
Services Reform Act (Australia, 2010),
Sustainable Development Act (Spain, 2010),
Dodd-Frank Act, Investor Protection Act,
Regulation S-K (USA, 2010);

« common documents: Environmental Risk
Management (ERM). Guidelines for Banks
and Financial Institutions (Bangladesh, 2011);
Guidelines on Corporate Social Responsibility
for Banking Financial Institutions (China,
2009), Code of Conduct (UK, 2010), Corporate
Governance Code for Investors (Germany
2005);

o targeted (in favor of a certain group of
institutions) documents: Code for Institutional
Investors (Malaysia, 2014).

At the level of the European Commission, it is
planned to amend certain Financial Directives
(UCITS Directive 2009/65/EC, the AIFM Directive
2011/61/EU, the MiFID II Directive 2014/65/EU,
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the Solvency II Directive 2009/138/EC and the
IDD Directive 2016/97) in the context of how as-
set management companies, insurance companies,
investment or insurance advisors integrate into
their organizational requirements, operational
conditions and risk management sustainable de-
velopment factors. Among other proposals within
the framework of the EU Sustainable Development
Financing Action Plan are:

1) development of the conceptual framework for
the classification and taxonomy of activities,

which can be classified as sustainable
(environmentally  sustainable  economic
activity);

2) suggestions for the regulation of disclosure
about sustainable investments and sustainability
risks to Directive (EU) 2016/2341, which
include disclosure of information by financial
institutions on their integration of the ESG
criteria into the decision-making process;

3) suggestions for the development of comparative
benchmarks for the carbon footprint of
investments.

1.2. CSR of financial sector
institutions in the works
of scholars

The role of CSR for financial sector institutions is
often analyzed geographically by scientists. The fea-
tures of CSR in the financial sector of individual
countries were studied by Khan (2009) concerning
CSR banking sector of Bangladesh, Decker (2004) -
in terms of financial services in the UK, Tsang (1998)-
in Singapore, Branco (2006) - in Portuguese banks,
Aribi (2010) - in Islamic world, Achua (2008) - in
Nigerian banking system, Mirfazli (2008) — in public
companies listed on the Indonesia Stock Exchange,
LI Zheng (2006) - in Shanghai.

Within a species aspect in comparison with oth-
er financial sector institutions, in particular, stock
exchange organizations, banks show weaker ef-
forts in promoting initiatives and goals of sus-
tainable development by means of CSR. The CSR
mechanism used by them is mainly focused on the
environmental dimension of sustainable develop-
ment - resource and energy efficiency of banks.
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At the same time, banks have a decisive role in
the entire financial sector and in the economy as
a whole (Khan & Fasih, 2014). Despite the fact
that in general, banks are organizations that are
fully geared towards receiving and maximizing
profits, the implementation of CSR measures has
a positive impact not only on the reputation of
a financial institution (Tran, 2014; Soana, 2011;
Forcadell & Aracil, 2017; Branco & Rodrigues,
2006), but also on the financial performance
and effectiveness of banks (San-José et al., 2011;
Carnevale & Mazzuca, 2014). Bank transparen-
cy as well as any other type of business is one of
the main priorities that closely correlates with
the concept of sustainable development and the
achievement of its goals.

Along with the aforementioned, leading world
experts and scientists use various economic and
mathematical methods and models to assess the
impact of the CSR mechanism on the activities of
financial institutions and their indirect influence
on the achievement of sustainable development.
Such an influence is analyzed within the frame-
work of three possible options for the establish-
ment of relations: 1) the negative influence, based
on the theory of corporate selfishness by Friedman
(1970), which argues about the necessity to max-
imize profits; 2) the positive influence, based on
significant achievements of leading scientists and
specialists, as well as empirical research; 3) the
neutral/the Missing Communication (Soana, 2011).

Many scientists have dedicated their research to
the impact of CSR on various aspects of banking
business. In particular, Scholtens (2009) declares a
positive and significant link between CSR and fi-
nancial performance, as well as the size of the bank,
by analyzing socially responsible (ethics codes,
CSR reports, environmental management, respon-
sibility of financial products, social conduct) ac-
tivity of 32 international banks of three major re-
gions — Europe, North America and Asia Pacific.
Banks, as financial intermediaries, significantly
impact society while implementing their primary
functions such as pricing and valuing financial as-
sets, monitoring borrowers and managing finan-
cial risks (Scholtens, 2009).

The positive link between financial performance
of banks (return on assets, return on equity, net

http://dx.doi.org/10.21511/pmf.07(3).2018.01



interest income, and non-interest income) and
CSR has been empirically confirmed by Wu and
Shen (2013) for 162 banks from 22 countries.

An interesting study of the relationship between
the social and financial components of the banks
was conducted by Ahmed et al. (2012). At the first
stage, a survey was conducted on the effectiveness
of CSR measures in banks, according to which the
researchers divided all the banks into socially ac-
tive and socially-neutral. At the second stage, the
financial status of banks - representatives of each
group was analyzed and their effectiveness was
determined (on the basis of ROA, ROE, EPS and
P/E ratio). As a result of the model construction,
the following conclusions were made: socially ac-
tive banks have better indicators of financial per-
formance than socially-neutral ones.

The similar study was made by Paulik, Sobekova
Majkova, Tykva, and Cervinka (2015) for the
banking sector of the Czech Republic.

Broccardo, Costa, and Mazzuca (2017) investigat-
ed the impact of various CSR measures (econom-
ic, environmental and social) and approaches to
the information disclosure about CSR on the fi-
nancial performance of 88 Italian cooperative
banks in the period 2007-2011. In the study, the
links between CSR measures (including the scale
and number of CSR activities) and the financial
performance of Italian banks were not confirmed,
while the volume of disclosed CSR information
was argued to have a positive impact on the effi-
ciency of banks. At the same time, the authors ar-
gue that it is necessary to take into consideration
the limited sampling and the low level of quality
assessment of CSR initiatives when interpreting
their results.

A separate area for investigating the role of banks
CSRs is the study of its impact on traditional bank-
ing operations and its business strategy (Jeucken
& Bouma, 1999), on the establishment of specific
benchmarks for sustainable development, which
create marks for this activity (Weber, 2005), its
role in supporting financial stability (Nieto, 2017);
directions of global regulation of sustainable de-
velopment with the help of the largest banks of
the world (Conley & Williams, 2011) and central
banks (Sheng, 2015).

http://dx.doi.org/10.21511/pmf.07(3).2018.01
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In summary, most of the empirical studies on
CSR impact on the activities of banks for fi-
nancing sustainable development can be sum-
marized in the following areas: 1) studying the
impact of the implementation of CSR meas-
ures on the bank activities to change strate-
gic orientations and constructing/transform-
ing various business strategies (Calabrese &
Lancioni, 2008; Porter & Kramer, 2006; Sen
& Bhattacharya, 2001); 2) analysis of the rela-
tionship between CSR and the financial perfor-
mance of banks (Soana, 2011; Scholtens, 2009;
Wu & Shen, 2013; Ahmed et al., 2012; Paulik
et al., 2015; Broccardo et al., 2017); 3) the im-
pact of CSR on relations with stakeholders
(Bhattacharya et al., 2009; Jones, 1995; Sharma
& Vredenburg, 1998; Dam & Scholtens, 2012),
4) the impact of the CSR mechanism on the
bank financing of investment in sustainable
development (Sheng, 2015; Weber, 2005; Nieto,
2017; Conley & Williams, 2011).

The study of the role of exchanges as the largest in-
termediary organizations, which are shaping the
market environment for the realization of invest-
ment opportunities for sustainable development
in the researches of scientists is presented less
widely than banking institutions. The analyzed
works can be grouped as:

o studying the importance of stock exchanges
in overcoming market externalities, raising
transparency and disclosing information
relative to the ESG criteria for making more
informed investment decisions (Myklebust,
2013), assessing the value of exchanges in
supporting the initiatives of Sustainable
Development with the Sustainability Support
Index (Kalinowski, 2014), ensuring an
adequate level of corporate governance (Hans
& Amico, 2009);

o theroleofexchangesinensuringtheeffectiveness
of market transformations, market convergence
(Szulc et al., 2014), to ensure economic growth
and the flow of foreign capital (Raza & Jawaid,
2014), prospects for the development of a
stock environment in developing countries,
taking into consideration the challenges of
sustainable development (Claessens et al.,
2002).
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Thus, among scientific sources, the priority is
the study of banks’ impact on sustainable de-
velopment in the context of their own efficien-
cy and maintaining financial sustainability
through CSR mechanisms, taking into consid-
eration new investment opportunities and their
peculiarities in the strategy and tactics of finan-
cial institutions activities; while the impact of
stock exchanges is analyzed through the crea-
tion of best market practices and opportunities
for investment decisions based on ESG criteria.
However, it should be noted that most of the pa-
pers analyzed do not consider the role of CSR of
financial sector institutions after the adoption
of the SDGs in 2015, which requires a separate
study.

2. METHODS

The concepts of sustainability, corporate social
responsibility and corporate governance as well
as stakeholder theory have made theoretical and
methodological basis of the study.

Stakeholder theory is a key point in investigating
the CSR mechanism for the financial sector institu-
tions because of specific information expectations
and requests of such institution key stakeholders.
These requests determined the directions of the
CSR mechanism realization, varied significantly
under sustainability and observed related to each
SDG, specific to banks and stock exchanges.

3. RESULTS AND DISCUSSION

The peculiarities of the CSR mechanism
implementation in the financial sector are
primarily determined by the information
expectations and requests of their key
stakeholders, which are specific to the sector.
Among the main stakeholders of the financial
sector institutions, it is advisable to highlight
the following: external (clients, central banks,
other financial regulators, other banks, unions,
non-profit organizations, public authorities)
and internal (shareholders, managers, staff).
Responsiveness and accountability in its CSR
strategy and the disclosure of information
about the most significant requests of these

6

stakeholders are the basis for an effective
dialog and the CSR mechanism functioning.
At the same time, traditional expectations of
stakeholders regarding responsible behavior of
banks and exchanges are significantly changing
in the context of the adoption of 17 SDGs of UN,
which are identified in 169 targets.

Investigation of the most significant requests and
expectations of stakeholders in financial sector
institutions was made by the Global Reporting
Initiative (GRI, 2013), which identified more than
2,800 thematic areas in 52 sectors of the econo-
my. 834 recommended indicators for the most sig-
nificant stakeholders requests on progress in the
achievement of the SDGs by various institutions,
including the financial sector, were determined by
the GRI, the UN Global Compact and the World
Business Council on Sustainable Development
(GR], 2016).

In addition, the definition of the most relevant
SDGs for CSR activities in financial institutions,
in particular banks and exchanges, remains a con-
troversial issue.

The analysis of the two named documents of GRI
allowed to select the priority goals for financial in-
stitutions with their gradation into two categories:
SDGs, which are inherent for the internal activi-
ties of such institutions, and SDGs, which are re-
lated to the provision of financial services and the
sale of financial products (Tables 1 and 2).

Thus, SDGS 5 and 12 are the most relevant for
the operational practices of banks and exchang-
es; SDGs 1, 5, 8, 10, 13, 17 for financing of sus-
tainable development. Incorporation of these
goals into activities of the financial sector insti-
tutions not only requires the activation of their
CSR mechanism in the directions indicated by
the targets, but also the radical restructuring of
all business processes and the reorientation of
their overall strategy in the context of sustaina-
ble development.

In view of this, the priority areas for the imple-
mentation of CSR mechanism of banking institu-
tions aimed at achieving the goals related to the
provision of financial services and the sale of fi-
nancial products, are as follows:

http://dx.doi.org/10.21511/pmf.07(3).2018.01
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Table 1. The most relevant SDGs related to the provision of financial services and the sale of financial

products and their impact on the CSR mechanism

Goal Target

Stakeholders request

Impact on the CSR
mechanism

: 1.4 By 2030, ensure that all men and
i women, in particular the poor and
i the vulneragle, have equal rights
i to economic resources, as well as
1 End poverty in all : access to basic services, ownership
its forms everywhere : and control over land and other
: forms of property, inheritance, natural
‘ resources, appropriate new technology
i and financial services, including
i microfinance

¢ 8.1 Sustain per capita economic

i growth in accordance with national

i circumstances and, in particular, at

i least 7 per cent gross domestic product

i growth per annum in the least developed
: countries

8 Promote inclusive
and sustainable
economic growth,
employment and
decent work for all

10 Reduce : 10.5‘Improvefth|ek:e Lf{latloq elmd y
inequality within i monitoring of global financial markets
and institutions and strengthen the

and among countries  § . .
5 i implementation of such regulations

i 13.1 Strengthen resilience and adaptive
i capacity to climate-related hazards and
: natural disasters in all countries.

: 13.2 Improve education, awareness

i raising and human and institutional

: capacity on climate change mitigation,

i adaptation, impact reduction, and early
fwarning

13 Take urgent
action to combat
climate change and
its impacts

£17.16 Enhance the global partnership for
: sustainable development complemented :
: by multi-stakeholder partnerships

: that mobilize and share knowledge,

i expertise, technologies and financial

i resources to support the achievement

¢ of sustainable development goals in all
: countries, particularly developing ones

17 Revitalize the
lobal partnership
or sustainable

development

i Access to financial resources
i and services

i Influence on the development
i of initiatives on financing

¢ of small and medium

‘ enterprises, financial literacy

¢ of the population

i Protection of the rights of ;
i consumers of financial services

: Demonstrates the role of
" the institution in ensuring
: development at the
i local level, taking into
i consideration community
i requests and impIementinE
i the investment strategy, taking
: into consideration the ESG
i criteria

Taking into consideration the

im
i of
i “too big too fall”, ensuring the
i solvency and accountability

i of financial institutions to

i regulators of different levels

i and to the public

Fact of the systemic risks
arge banks and exchanges,

i Environmental and social

i impacts of financial products,
‘investments and services,

: support of national sustainable
: development policies (banks,

i stock exchanges), creation

: of new markets for financial

i products aimed at supporting

i sustainable development (stock :
: exchanges) :

i Influence of ESG criteria and
: consequences of climate

: change on risk assessment

i and CSR strategy, business

i strategy, accountability to

i shareholders

: Creating partnerships and
i networks, sharing experiences,
i knowledge and resources

: Establishing effective

: communications within the

i partnership of stakeholders to
i achieve the SDGs

Table 2. The most relevant SDGs, which are inherent in the internal activities of such institutions and

their impact on the CSR mechanism

Goal Target

Stakeholders request

Impact on the CSR
mechanism

: 5.5 Ensure women’s full and effective

i participation and eqlual opportunities

i for leadership at all levels of decision-
: making in political, economic, and

: public life

5 Gender equality

i Promotion of gender diversity
i at the level of government
“institutions

i Ensure equal access of women
:and girls to financial products
: and services

i Disclosure of complete and

i reliable information on
iin achieving the SDGs

: 12.6 Encourage companies, especially
: large and transnational ones, to adopt
i sustainable practices and to integrate
i sustainability information into their

i reporting cycle

12 Responsible
consumption and
production

: Formation of market

i benchmarks (indices of

i sustainable development) and
‘requirements for disclosure of
i information by listed companies :

i (exchanges), borrowers (banks)

. Influence of CSR activities

_iin the context of ensuring
‘accountability to consumers
i and management

{ Own information
progress : transparency and dialog with

stakeholders (all groups

: within CSR activities

{ Promoting transparency
i among customers

http://dx.doi.org/10.21511/pmf.07(3).2018.01
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« facilitating financial literacy and awareness,
financial education, shaping an information
field for the stakeholders interaction;

« providing transparent and equitable financial
products and services, establishing specific
conditions for their provision to low-income
individuals, and micro-credit conditions for
people with disabilities (for individuals); creating
favorable lending regime for small and medium
enterprises taking the ESG criteria into account;

« formation of lending standards for a wide
range of clients, taking into consideration
ESG criteria and principles for responsible
investment, promotion of green and energy
efficient loans.

These areas of CSR influence are primarily specific
to the financial activities of banking institutions
and create additional benefits and positive effects
on their financial and economic efficiency, as in-
dicated in a number of research studies. Among
these areas, the International Finance Corporation
mentions a reducting the cost of raising capital,
raising the value of the banking brand, rating of
the banks solvency and improving the conditions
for the bank risk insurance.

If these priority directions of the SDGs achieve-
ment are common to banks and stock exchanges,
the directions of achieving the goals, which are in-
herent in the internal activities of financial insti-
tutions, in particular the increase of transparency
and coverage of CSR, are somewhat different.

Reporting on sustainable development by bank-
ing institutions is purely reputational, personal-
ized, and the reports themselves are addressed to
a certain stakeholder group or reveal progress in
reaching certain SDGs by the bank.

At the same time, stock exchanges use reporting
on sustainable development, the formation of
market benchmarks and sustainable development
indices, primarily for the establishment of listing
conditions for issuers, and not only for the cover-
age of their own activities.

The consolidation of these CSR exposure guidelines
for stock exchanges for sustainable development fi-

8

nancing in 2009 was developed in the form of SSEI,
created by UNCTAD, the UN Global Compact,
UNEP Financial Initiative and UN Principles for
Responsible Investment (PRI). At the end of 2017,
this initiative includes 65 leading exchanges in the
world, 38 of which have created ESG indices (about
100 indices of sustainable development - the most
well-known Dow Jones Sustainability Index), 32
provide guidance on taking into consideration ESG
criteria for bidders, 18 - conducting trainings to
strengthen the quality of corporate governance, in-
corporation of social and environmental criteria into
the activities of listing companies, 12 - to take into
account ESG criteria in the listing rules (Hong Kong
Stock Exchange, Singapore Stock Exchange), 11 pro-
vide support for the listing of green bonds (the nom-
inal value of which is constantly growing and in early
2017 it was USD 180 billion).

Despite the scale of the transformation of CSR
and business activities that must be conducted
by institutions in the financial sector for the sus-
tainable development, taking into consideration
mentioned innovations, the number of these com-
panies is steadily increasing every year (Figure 1).
The disclosure of CSR information and the trans-
parency of the institutions activities are an impor-
tant aspect of their CSR mechanism functioning.
According to GRI in 2016, the number of non-fi-
nancial reports (reports on sustainable develop-
ment) of banks, stock exchanges, asset manage-
ment companies and other financial sector entities
amounted to 970 globally. This is almost 162 times
more than in 2000, when the first six financial in-
stitutions have posted similar reports.

The number of financial sector reporting entities
that implement sustainable development values in
their activities and the CSR mechanism is steadily
increasing from year to year, showing an annual
average growth rate of 34.4%. This indicates a
steady increase in the number of institutions,
which are seeking to increase their transparency
regarding progress in achieving the Millennium
Development Goals (2015) and SDGs (after their
adoption in 2015).

Atthe same time, the most significantincrease in
the number of reporting financial institutions -
by 46.0% - was observed not after 2015, but in
2010-2011.

http://dx.doi.org/10.21511/pmf.07(3).2018.01
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Source: Authors’ development on the basis of GRI SDD Database (2017).
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Figure 1. The number of reports on the sustainable development
of financial sector institutions in 2000-2017 according to GRI, units

The reasons for such a dynamics of the number of
reports can be:

1) restructuring old activity according to the
SDGs and its disclosure in the reports on
sustainable development has a certain lag;

2) the intensification of efforts by financial
sector entities in reporting on sustainable
development after the global 2007-2009
financial crisis is explained by the emergence
of more stringent regulatory requirements
for the transparency and disclosure of
information by such institutions and
the formation of new, more competitive
strategies;

3) some reduction in the number of reports on
the sustainable development of financial sec-
tor institutions (by 5.7%) in 2017 is due to a
certain time lag in publishing such reports, as
well as a possible two-year reporting cycle of
institutions.

In addition to the dynamics analysis, the analysis
of the regional cut of the number of sustainable
development reports submitted by the financial
sector institutions in 2000-2017 allows us to
confirm the upward trend of this indicator in all
six regions of the world.

http://dx.doi.org/10.21511/pmf.07(3).2018.01

Table 3. The number of reports on sustainable
development submitted by financial sector
institutions in 2000—2017, units

Source: Authors’ development on the basis of GRI SDD Database (2017).
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In particular, the significant increase in the num-
ber of reporting entities in the African region in
2011 was due to the Johannesburg Stock Exchanges’
(SA) adoption of a compulsory submission of the
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Sustainability Report (Integrated Report) by list-
ing companies. Significant recovery in reporting
by financial institutions in the Asian region in 2011
and 2013-2014 were caused by the adoption of the
Guidelines for Banks and Financial Institutions
(Bangladesh, 2011); Guidelines on Corporate
Social Responsibility for Banking Financial
Institutions (China, 2009), Code for Institutional
Investors (Malaysia, 2014). These documents also
substantially increase the transparency require-
ments of CSR-activities of financial sector insti-
tutions. The institutions of the financial sector
in Europe showed an increase in the publication
activity of the Sustainable Development Reports
in 2011-2012 and in 2014-2016, which is due to
the update of the EU CSR Strategy for 2011-2014.
The following documents communication from
the Commission to the European Parliament,
the Council, the European Economic and Social
Committee and the Committee of the Regions, a
Renewed EU Strategy 2011-2014 for Corporate
Social Responsibility, as well as the adoption of
Directive 2014/95/EU, considerably expand the
list of reporting agencies, including public interest
entities, which include banks and exchanges.

Among other regions, the most significant growth
of financial sector reporting in North America was

observed in 2011, in view of the large-scale reform
of the financial sector in response to the effects of
the mortgage and global financial crisis (Dodd-
Frank Act, Investor Protection Act, Regulation
S-K (USA, 2010)).

In Ukraine, disclosing information about CSR
activity is only beginning to form. During
2000-2017, two banks (PlatinumBank and
Unikreditbank) issued only 9 reports on sus-
tainable development. At the National Bank of
Ukraine level, the issues of introduction and
regulation of CSR mechanisms in the banking
system of Ukraine from 2014 are at the level of
consultations. In particular, the National Bank
of Ukraine offered to banks to consider the pos-
sibility of revision of payment terms for obli-
gations under loan agreements, which are con-
cluded with persons called for military service,
namely, the possibility of developing programs
for assistance in repayment of principal pay-
ment and payment of interest, non-payment of
penalties for late execution debt. The organizers
of stock trading on the stock market of Ukraine
still stand aside initiatives to finance sustain-
able development, primarily because of its de-
pressive state. None of the Ukrainian stock ex-
changes has yet joined the SSEI.

CONCLUSION

The necessity to attract significant financial resources to finance the SDGs as well as to overcome the ef-
fects of climate change requires rethinking the role of institutions in the financial sector and their CSR
mechanisms and ensuring the integration of ESG criteria into the practice of making investment deci-
sions in the financial sector, taking into account new investment opportunities and developing new in-
vestment products, overcoming information asymmetry between participants in the investment process.

This role lies within a broad legal framework, which includes both internationally recognized cross-sec-
toral and specific for financial sector and recommendations on CSR, as well as national regulatory doc-
uments. Most of the documents were adopted to overcome the effects of the global financial crisis and
ensure the financial sector sustainability.

The study of banks influence on sustainable development in the context of their own efficiency and
maintaining financial sustainability through CSR mechanisms, prevails in academic spheres. The im-
pact of CSR of exchanges is seen by academics in the context of creating an environment for investment
decisions, which is based on ESG criteria.

Systematization of world experience in implementing the CSR mechanism by the financial sector in-
stitutions has made it possible to identify the following key areas of its impact on financing the most
relevant SDGs and their targets (1, 5, 8, 10, 12, 13, 17) as: ensuring sustainability and efficiency through
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CSR mechanisms with mediated influence on financial stability and achievement of sustainable devel-
opment, formation of new tools, methods and technologies of financial support of SDGs — mainly it is a
bank; minimizing information asymmetry in decision-making by investors, taking into consideration
ESG criteria, forming exemplary practices of disclosure by listing companies and market benchmarks -
mostly it is a stock exchange.

At the same time, the specified SDGs, taking into account the key requests of stakeholders of financial
sector institutions and their impact on the CSR mechanism can be adjusted as follows: SDGs, which are
inherent in the internal activities of such institutions, and SDGs, which are related to the provision of
financial services and the sale of financial products.

The incorporation of these SDGs into the activities of the financial sector institutions requires a radical
restructuring of all business processes and the reorientation of their overall strategy in the context of
sustainable development. However, such large-scale tasks at the same time do not stop financial institu-
tions. Their number, on the basis of published reports on sustainable development, grows by an average
of one-third in both by years and in the regional context. Some significant growth in the reports on sus-
tainable development in the regions of the world is due to institutional reforms of the banking system or
the exchange sector of one or another country.

Ukraine does not have systematic measures to promote the development of CSR in the financial sec-
tor, which does not allow its potential to be used to finance national tasks to achieve the Sustainable
Development Goals.
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