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ABSTRACT 

This thesis examines the phenomenon of sustainable finance and banking. It explores 

how organisations simultaneously pursue the community development and the profitability 

goals, therefore, combining the behaviour of the economic and the ethical actor. It features the 

Global Alliance for Banking on Values (GABV), an international network of 62 financial 

institutions and 16 strategic partners operating globally. Drawing from the existing theories of 

the firm, this thesis discusses how the combination of the economic and the ethical goals 

creates identity plurality in sustainable banks. It further examines the associated liabilities of 

identity plurality and the ways they could be resolved by sustainable banks. 

The existing theories of the firm provided insufficient insights on the ways 

organisations experience and resolve the challenges of identity plurality. Current research 

contributes to the existing theories of the firm and helps synthesise the economic and the 

ethical perspectives on the role of the firm. Sustainable banks combine the community 

development and the banking identities at their core and, as a result, face competing identity 

demands. The identity plurality affects their organisational structures, processes and 

meanings. Findings from this study show that sustainable banks face regulatory, governance, 

stakeholders relations project assessment challenges due to identity plurality. 

Through a qualitative analysis of interviews, participant observations and documents, 

this study discovered that challenges of identity plurality experienced by sustainable banks 

result in two types of organisational liabilities: liabilities for multiple goals and liabilities to 

multiple principle stakeholders. Sustainable banks address liabilities for multiple goals 

through a combination of identity work tactics, namely critiquing, contextualising and 

intervening. Sustainable banks further approach their liabilities to multiple principle 

stakeholders through the relational identity orientation expressed in such behaviours as 

inclusion of affected communities, full incorporation of local needs, philanthropic 

inclusiveness, transparency and power balance among stakeholders, governmental 

commitments and collaborative hiring as well as socialisation. 

This thesis extends current theoretical understandings of identity plurality as a 

combination of the economic and the ethical goals within an organisation. It shows to which 

extent identity plurality is experienced by sustainable banks, what are the liabilities of 

organisational identity plurality and how sustainable banks resolve these liabilities. These 

findings contribute to earlier conceptualisations of the hybrid identity organisation and the 

multiple identities organisation and supports the development of the pluralistic identity 

organisation theory.  
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CHAPTER 1 

INTRODUCTION 

Sustainable Banking: Identity and Liabilities 

 

1.1 Research Motivations 

One of the most compelling reasons to study sustainable banking is the present 

unsustainable state of the global financial market. Organisations and institutions largely 

responsible for the global financial crisis have not shown any considerable improvement of 

their practices or measures taken to prevent similar problems in the future. The existing 

problems within the global financial market and their sources have encouraged the academic 

interest in sustainability, ethics and corporate governance. Notwithstanding numerous positive 

developments achieved in the past years and despite being visibly more sustainable than 

conventional financial institutions, sustainable banks remained largely neglected by modern 

financial rankings, legislators and oftentimes customers. Although these problems would be 

commonly explained by the difference in scale between sustainable and conventional banks, 

a change in the way sustainability is perceived and conceptualised can reduce the dominance 

of the “too-big-to-fail” organisations in the global financial market. 

In addition to the sustainability agenda of regulators and market participants, 

sustainable banks have also been largely absent from the academic literature, despite their role 

in fostering sustainability in society. A small number of academic contributions focused on 

individual features of sustainable finance and banking, such as investment structures (Brown, 

2006; Edery, 2006; Teasdale, Sunley & Pinch, 2012), the role of mainstream capital (Geobey 

et al., 2012; Moore et al., 2012), the motivations of sustainable bankers (McWade, 2012) and 

the ethics involved in sustainable finance (Buttle, 2007). In addition, the issue of micro-finance 

was relatively thoroughly covered, however, more often being referred to as a case study 

within the identity, organisational forms or institutional logics theories (Battilana & Dorado, 

2010; Ebrahim et al., 2014). Another theoretical debate concerned the role of “philanthro-

capitalism” (Bishop & Green, 2008; Edwards & Hulme, 2006). Moreover, practitioner 

literature has covered some aspects of sustainable finance and banking, in particular related to 

the subject of impact investing. Practical research has predominantly focused on the extent of 
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demand for and availability of social capital (Freireich & Fulton, 2009; Wood, Thornley, & 

Grace). Overall, while some scholars have discussed the concepts of sustainable finance and 

banking focusing separately on the environmental or the social aspects (Bouma, Jeucken & 

Klinkers, 2001; Cherneva, 2012), no comprehensive understanding of how organisations can 

combine the community development and the banking goals has been developed (Nicholls et 

al., 2015). One refreshing exception was a volume by Weber and Remer (2011) that 

summarised current understandings of social or sustainable banking and provided a thorough 

overview of the existing scholarship. 

One could argue that scholarly engagement with sustainable finance has been troubled 

by the nascent nature of the field, which currently lacks clearly defined epistemological 

boundaries and institutional structures. Moreover, it could be claimed that sustainable finance 

lacks a normative narrative necessary to build legitimacy with scholars as a new phenomenon 

worthy of study (Kuhn, 1962; Suchman, 1995). Nonetheless, the sustainable banking 

movement has faced multiple challenges and has offered multiple innovations in its attempts 

to combine the community development and the financial resilience goals and to avoid a 

mission drift, which currently remain under-explained by the theories of the firm. The 

motivation for this study, therefore, was the scarcity of theoretical conceptualisations of 

sustainable banks’ experience in combining the ethical and the economic roles. An addition, 

this research was driven by an academic curiosity to discover the best practices in resolving 

the duality of the economic and the ethical roles of organisation that could be applied to 

improve the current unsustainable state of the global financial market. Overall, the purpose of 

this thesis is to address the existing research gap by positioning sustainable finance within the 

theories of the firm and particularly within the debate on the economic and the ethical roles of 

the organisation. 

Sustainable finance organisations combine two organisational roles, which the 

theories of the firm have long perceived as separate and oppositional: the economic and the 

ethical. The ethical role of sustainable banks is guided by their mission to develop the 

communities in which they are embedded, while the economic role is based on the need to 

fulfil fiduciary obligations and ensure financial resilience of their products and services. The 

existing theory has long feared that simultaneous pursuit of the economic and the ethical roles 

would jeopardise the fundamental mission of supporting the community in favour of growing 

profitability. This study, therefore, was inspired by the need to explore to which extent 

sustainable banks incorporate both roles and which challenges and liabilities are created by 

such goals duality.  
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The existing theory on multiple organisational identities (Albert & Whetten, 1985; 

Corley, 2004; Fiol, 1991; Pratt & Foreman, 2000; Pratt & Kraatz, 2009; Sillince & Brown, 

2009) and hybrid organisational identities (Albert & Whetten, 1985; Battilana & Dorado, 

2010; Foreman & Whetten, 2002) highlighted some of the challenges that are likely to be faced 

by sustainable banks. Nonetheless, they provided little theoretical direction on synthesising 

the economic and the ethical approaches to the role of the firm. Battilana (2018) further 

suggested that empirical research on organisations inhabiting more than one identity remains 

currently under-explored and under-developed. The existing studies have discussed multiple 

factors that affect the organisational behaviour towards its counterparts, including 

organisational purpose, stakeholder identification and salience, performance evaluation and 

boundaries between the organisation and its stakeholders (Margolis & Walsh, 2003). 

Nevertheless, with the exception of Brickson (2005; 2007) little attention has been paid to the 

role of identity in the way organisations perceive their role in society. This study was inspired 

by the opportunity to fill these theoretical gaps and explore how an organisation can 

simultaneously behave as the economic and the ethical actor without causing a mission drift. 

Moreover, the researcher believed this study to be able to contribute to previous attempts to 

synthesise the economic and the ethical perspectives on the role of the firm. 

1.2 Core Research Questions 

Based on the existing conceptualisations of sustainable banks as organisations that 

combine the economic and the ethical view on the role of the firm, this study seeks to address 

the overarching research question, “How do sustainable banks perceive and resolve the 

challenges of organisational identity plurality?”. This research question pertains to the specific 

goals, data and analysis in this study. More specifically, several related questions, associated 

with the role that identity plays in bringing together the economic and the ethical roles of the 

organisation, were considered. These include: With the co-existence of the economic and the 

ethical goals, to what extent do sustainable banks experience the identity plurality?; Which 

challenges and liabilities does identity plurality create for sustainable banks?; and, How do 

sustainable banks as pluralistic identity organisations resolve these liabilities?. These 

questions guided the empirical study within this thesis. 

Three empirical chapters of this study address the above listed research questions, 

with each of them responding to the particular part of the overarching research question. The 

first empirical chapter (Ch. 5) focuses on the way sustainable banks experience the identity 

plurality and discusses the resulting challenges for their structures, processes and meanings. 
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The second empirical chapter (Ch. 6) explains how sustainable banks resolve their liabilities 

for multiple goals created by the pluralistic organisational identity. Finally, the third empirical 

part of this thesis (Ch. 7) discusses how sustainable banks address their liabilities to multiple 

principle stakeholder groups stepping from the pluralistic organisational identity. Further in 

this chapter a full overview of the organisation of the thesis, which was used to address the 

research questions, will be provided. But before that, the next sections will discuss the concept 

of sustainability, lay out a historical overview of sustainable finance and banking and present 

the empirical case study of this thesis – the Global Alliance for Banking on Values (GABV). 

1.3 The Concept of Sustainability 

Even though sustainability is a relatively modern concept, sustainability-oriented 

thoughts and theories can be found in many religious and philosophical texts and teachings 

focused on the ethical treatment of nature, people and society at large (Glaeser 1984). 

Traditional African and Polynesian religions, for instance, long promoted the ideas that finding 

a balance in human relations with nature is the only way to achieve longevity and prosperity 

(Glaeser 1984; Mbiti, 1996). Expanding on the discussion of possible roots of the 

sustainability ideals, Kidd (1992) suggested that the modern sustainability movement has been 

informed and inspired by six established sources, namely: the carrying capacity theory, the 

resource theory, the biosphere concept, the critique of technology discussion, the “no growth” 

or “slow growth” theory and the eco-development movement. Iy could be claimed that the 

first two influences identified by Kidd (1992) (the carrying capacity theory and the resource 

theory) share multiple commonalities and could be summed up as the carrying capacity ideal. 

Moreover, the following four concepts (the biosphere concept, the critique of technology 

discussion, the “no growth” or “slow growth” theory and the eco-development movement) 

collectively represent the normative ideal. Therefore, it could be argued that the modern 

sustainability movement was inspired by these two broad ideals and, therefore, would focus 

on their main postulates and characteristic features. 

The beginning of the carrying capacity approach, which has arguably dominated the 

development of the sustainability movement, could be attributed to the Malthus's foundational 

“Essay on the Principle of Population” (1798), which outlined the limits of the growth 

postulates based on the scarcity of resources (Kidd, 1992; Glaeser 1984). Malthus has been 

followed by other scholars including David Ricardo (1772-1823), who developed the concept 

of the limits to growth and discussed that human population and consequently the consumption 

are growing at a rate that exceeds the supply of natural resources (Kidd, 1992; Malthus, 1798). 
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It should be noted that Malthus (1798) did no explicitly use the term “carrying capacity”, a 

common definition to which was provided by Riddell (1981), who explained it as “the 

population that can be sustained by an ecosystem.” Later scholars further extended these early 

claims by theorising on the role of technology in balancing production and consumption, 

nonetheless, still concluding that despite the evident technological progress, currently rate of 

population growth continues to exceed the availability of resources (Kidd, 1992; Ordway Jr, 

1956). The carrying capacity approach has enriched sustainability studies with various growth 

models that benefit from strong scientific basis for capturing the sustainable development. 

Since 1905, however, the sustainability movement began experiencing the influence 

of certain normative claims. Shaler (1905) expressed an idea that each generation should 

resume a moral obligation for the sustainable development to future generations. This 

postulate later formed the basis for the modern sustainable development vision including the 

commonly accepted definition provided by the Brundtland Report (discussed below). This 

approach was supported by other scholars, who discussed human responsibility for both the 

excessive consumption and the degradation of natural resources (Kidd, 1992). Many of these 

arguments were further developed under the global warming movement, extending the calls 

on ethical responsibilities of the modern society to scientific arguments about the negative 

externalities of the current economic order. Such angle inspired many scholars to question the 

very notion of the “development” and explicitly focus on negative environmental impacts of 

human activity. Several studies suggested technological progress came along with multiple 

negative externalities for the nature and the society. Around the same time, two foundational 

works were presented: “Small is Beautiful” by Schumacher (1973) and “The Careless 

Technology: Ecology and International Development” edited by Milton and Farvar (1972). 

Other scholars, including John Stuart Mill, focused on the “limits to growth” arguments and 

questioned the ideal of growth in society (Kidd, 1992). These and some other normative 

narratives had evident influence on the sustainable development movement and particularly 

on its early conceptualisations in the “Blueprint for Survival” special edition of The Ecologist 

journal in January 1972. 

The association with normative ideals inspired many scholars to discuss the notion of 

sustainability in a variety of contexts. Perceived as an ultimate ambition and an ideal state 

(Bell & Morse, 2008), the concept of sustainable development started to enclose more than 

merely environmental goals, but also economic and social realms. Ignacy Sachs (1978) further 

suggested that “values are an inherent element of sustainability” and presented the first 

comprehensive view of sustainability and eco-development, suggesting that a working 

approach should consist of a combination of economic, social and environmental goals. The 
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author described eco-development as “an approach to development aimed at harmonising 

social and economic objectives with ecologically sound management, in a spirit of solidarity 

with future generations” (Sachs, 1978: 113). The Brundtland Commission further developed 

Sachs’s (1978) concept and coined the commonly accepted definition of the sustainable 

development as the one that “meets the needs of the present without compromising the ability 

of future generations to meet their own needs” (Brundtland & W.C.E.D., 1987). The 

Brundtland definition offers a comprehensive vision for sustainability, including both the 

environmental and the socioeconomic realms and reflecting the preceding values-based 

approaches (Kidd, 1992; Glaeser 1984). Bell and Morse (2008) in their historical analysis 

extended previous knowledge by clarifying the relation between the two terms and claiming 

that sustainability should be viewed as both a caption and a goal for sustainable development. 

Due to its emphasis on sustainability at the organisational level, this thesis adopts a 

sustainability definition by Dyllick and Hockerts (2002), who described it as “meeting the 

needs of a firm’s direct and indirect stakeholders…, without compromising its ability to meet 

the needs of future stakeholders as well” (2002:13). 

It could be concluded that sustainability has become a critical perspective in managing 

firms via a holistic approach by considering economic, environmental and social dimensions 

of firms. With the rising significance of sustainable development, the theories of sustainability 

in firms have evolved during the past decades. However, the existing theories of the firm made 

insufficient contribution to the sustainability discourse, despite numerous calls to extend the 

debate on the ethical and the economic roles of the firm and find a middle ground between the 

two perspectives.  

1.4 Historical Overview of Sustainable Finance 

Sustainable finance has often been used synonymously with other constructs such as 

social finance, micro-finance, social funding, social enterprise lending and even social 

entrepreneurship. Some researchers (Lauesen, 2016) attributed such lack of conceptual clarity 

to a relatively nascent state of academic thinking on these loosely related concepts. 

Nonetheless, even though theoretical framings might be nascent, the idea of creating 

community benefit through commercial activities has a long-associated history of thought. 

National state economies vary in the extent of their involvement in the provision of social 

benefits, supporting environmental initiatives and regulating for-profit organisations. Thus, 

liberal market economies offer less extensive programs compared to welfare states because 

the neoliberal philosophy proposes minimal market interference. Nevertheless, despite the 
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existing differences in market economies and social welfare systems, social and environmental 

challenges of the past decades have made evident a strong need for business involvement in 

developing the communities in which they are embedded. These new challenged have also 

given start to a new approach of combining business and community development goals 

through the ideas of mutual benefit, unexplored market niche, increased customer loyalty and 

financial resilience. Stakeholders, both investors and beneficiaries, are also becoming 

increasingly conscious about the business impact along the sustainability scale and increase 

their demand for corporate responsibility and involvement in community development 

initiatives. 

Sustainable finance and banking aim to achieve positive social and environmental 

impact through the means of finance and banking (Weber & Duan, 2012). The idea of capital 

creating both social and economic value traces back to faith-based and mutual finance 

organisations. Over the past few decades, a new type of organisations and financial 

instruments has emerged to reflect institutional changes around the community development 

goals and the purpose of finance (Emerson & Spitzer, 2007; Nicholls et al., 2015; Bishop & 

Green, 2010). The sustainability component in sustainable finance includes capital allocated 

to projects and organisations delivering positive and endurable community impact, as well as 

support for social entrepreneurship projects that aim to generate positive community 

externalities. Sustainable finance, therefore, stands for capital allocation for simultaneous 

community (social and environmental) returns and financial gains. Such approach has been 

featured in the existing literature and practice as "three-dimensional capital" and "blended 

value investing" and refereed to "capital allocated according to conventional, financial, risk 

and return criteria plus optimising a given social or environmental return" (Nicholls et al., 

2015: 3). However, sustainable finance spreads beyond a new set of investment opportunities 

for investors in social or environmental projects. It could be perceived as a discourse around 

such capital returns, which requires new institutions of demand, supply and intermediation 

(Nicholls, 2008). Nicholls et al. (2015) further suggested that sustainable finance is both a new 

paradigm for creating community impact and a critique of the existing financial system that 

created a lot of social inequality and environmental problems. Sustainable finance represents 

a new finance and investment approach capable of compensating for the shortcomings of 

conventional banking by putting community development goals at the heart of investments. 

Therefore, the new approach could both create value for local communities and limit negative 

consequences of the conventional banking approach.  

This chapter gives an overview of the history of sustainable finance and banking and 

describes the current landscape of sustainable finance. The overview starts with medieval 
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Italy, where the first banks in their modern understanding were established to facilitate 

monetary exchange between capital providers and businesspeople in need of money to borrow. 

These organisations became prototypes for modern community banks, credit cooperatives or 

credit unions. The chapter further covers credit unions of the 19th
 century that set the 

foundation for commercial lending. They were effectively supporting small businesses 

through financial intermediation based on strong ties to local communities, member economic 

participation and democratic member control. The discussion further features the first ethical 

banks of the 1970s founded in response to political developments of the 1960s, such as the 

apartheid regime in South Africa, and globally growing discussions of corporate responsibility 

towards the society. These were the first attempt to re-evaluate the existing business practices 

and re-introduce ethics as an essential component of finance and banking. The chapter also 

discusses the first sustainability mutual funds and indices of the 1990s founded in an attempt 

to respond to new environmental regulations and incorporate increasing sustainability related 

financial risks, as well as to explore business opportunities brought up by the sustainable 

development trends. These financial products and services changed the landscape of finance 

and banking through re-integrating non-financial factors into investment and landing decision-

making and product development. Following the Kyoto Protocol on climate change mitigation, 

the financial sector saw increasing efforts to facilitate the reduction of carbon emissions 

through the means of financial intermediation. Finally, the chapter summarises the most recent 

developments that could be perceived as milestones in the development of sustainable finance 

and banking. They were less concerned with establishing new types of financial products and 

services and more focused on promoting industry level initiatives aimed at establishing social, 

environmental and governance problems as drivers of financial decision-making. The 

developments discussed in this chapter include the United Nations Environmental Program 

Financial Initiative (UNEP FI) that for the first time in history encouraged a non-polluting 

sector to make account of the environmental externalities. Moreover, the Global Reporting 

Initiative Financial Sector Supplement, the Equator Principles (EP) and the Principles for 

Responsible Investment (PRI) are discussed as important developments in standardisation of 

the sustainability reporting. The Global Impact Investment Network (GIIN) and the Global 

Alliance for Banking on Values (GABV) are also featured to showcase successful stories of 

fostering sustainable development through the means of finance and banking.  
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1.4.1 Early Developments in Sustainable Finance and Banking  

The history of banking could be traced back to ancient civilisations, where merchants 

lended and exchanged money for farmers and artisans. Similar practices emerged in China and 

India including early prototypes of money deposits. Banking in its modern sense originated 

from medieval Italy. Early banks emerged to connect people with money and those who 

needed money to facilitate their trade, craft or farming. These prototypes of modern banks 

operated in local regions and had many common features with modern community credit 

unions. Similar to other commercial operations of that time, they were heavily impacted by 

religious ethics, which served as the dominant framework for life and economy (de Clerck, 

2010). Religious ethics determined money lending principles and interest rates, which served 

to restrict usury. Thus, banks were expected to lend money only to those borrowers, who 

worked hard, had trustworthy reputation and were in good position to afford taking appropriate 

risks (Milano, 2011). Moreover, reputable banks of that time were often dependant on 

donations and charitable contributions, which also facilitated careful consideration of ethical 

standards. Historical notes point to the example of a 16th century bank, Monte di Pieta, which 

operated under a strict set of such religious ethics inspired guidelines and principles (Ibid). 

They included lending primarily to members of local community; measuring loans 

proportionally to the collateral provided by a borrower; selecting responsible borrowers; 

lending to local governments in times of need; supporting local communities; lending to 

women; paying interest on deposits; and providing treasury assistance to local community 

services organisations (Weber, 2012). Monte di Pieta bank exemplifies the underlining ethical 

principles of banking operations in medieval Italy, which distinguished reputable banks from 

private lenders and so called "loan sharks". Due to their strong links to the Catholic Church, 

these banks incorporated religious ethical and moral standards as an essential component of 

their financial operations. 

1.4.2 Cooperatives and Credit Unions  

Credit unions and cooperative banks emerged in late 18th
 century following the 

industrial revolution  in Europe and North-America and growth in middle and lower income 

class populations. Thus, the first savings bank in the U.S. was founded in 1816 (Milano, 2011). 

Credit unions accumulated deposits and used member’s money to support community 

development, local enterprises and commercial initiatives. According to the World Council of 

Credit Unions, currently 85,000 credit unions exist operate globally and serve over 274 million 
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members in 118 countries. (World Council of Credit Unions, 2020). Beyond their core 

function of channelling money from depositors to borrowers, credit unions for the first time 

started contributing to developing financial literacy of their community members. This role, 

historically performed by many credit unions and cooperatives, has been gaining importance 

in the modern banking sector. Thus, in 2018 the Governor of the Bank of England, Mark 

Carney, commented on the importance of increasing financial literacy:  

“The Bank is working to de-mystify economics and make it accessible to 

young people across the country.  A better understanding of basic economic 

concepts can help young people make better personal financial choices, 

broaden career interests and improve their understanding of the world around 

them. Ultimately, a familiarity with economics broadens career options and 
will promote greater diversity in business, finance and public service, and with 

it result in better decisions and more inclusive growth. We hope that teachers 

will embrace the resources that their colleagues have helped create to educate 

and inspire young people across the UK.” 

(Bank of England, 2018). 

In addition to credit unions of medieval times dedicated to serving urban communities, 

in rural areas cooperative banks were established around the same time to prevent usury and 

provide deposit and credit services. Another difference from credit unions was insurance 

products developed by rural cooperative banks to serve local needs. Cooperatives are usually 

formed by individual members, each of whom is given one vote notwithstanding the value of 

their cooperative share. Organisational structure of both credit unions and cooperative banks 

was based on community ties, solidarity and local cooperation. Many modern sustainable 

banking practices, such as socially responsible investing, impact investing and green 

financing, developed through practices adopted from these mediaeval organisations. 

1.4.3 Modern Developments  

Following the époque of powerful cooperatives and credit unions, big transnational 

banks started growing influence over the financial and banking industry. Their rise was 

supported by the ideas that the success of large private corporations would translate into 

increased benefits for the community as a whole, as well as the globalisation of the late 

twenties’ century. These new developments in the financial sector caused substantial public 

criticism regarding their business philosophy and approach, for instance, money laundering 

practices and doing business with oppressive dictatorial regimes (Weber, 2012). The sector 

was also denounced for creating negative externalities for local communities as a result of 
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prioritising financial gains. On the backdrop of these trends, ethical banks came into sight at 

late 1970s with an aim to re-establish connection between the financial sector and the real 

economy. These organisations still account for a relatively small market share compared to 

conventional banks and credit unions, though it substantially grew in the aftermath of the 

financial crisis in 2008, which persuaded many customers to switch from conventional "too 

big to fail" banks to cooperatives, credit unions and ethical banks.  

In addition to ethical banks, impact investing appeared as another niche phenomenon 

with growing significance in the financial sector. Aimed at making investments that bring 

about positive measurable social and environmental impact alongside the financial return, the 

practice had substantial influence over conventional investment approaches. The concept was 

inspired by the blended return and shared value ideas, proposed by Porter and Kramer (2011: 

66), who described impact investing as: “…policies and operating practices that enhance the 

competitiveness of a company while simultaneously advancing the economic and social 

conditions in the communities in which it operates, Shared value creation focuses on 

identifying and expanding the connections between societal and economic progress.” Unlike 

ethical banking, impact investing ideas were acknowledged and implemented by both niche 

impact investors and conventional financial institutions. 

Historically, the first modern sustainable developments in the financial sector focused 

on environmental risks and externalities of financial and banking activities. Responding to 

increasing prices for energy, waste and emissions, financial organisations started working on 

environmental impact measurement and reporting systems to reduce their negative impact and 

consequently their costs. Other motivating factors for environmental management included 

regulatory pressures and legitimacy and reputation risks. Moreover, some financial 

organisations worked to set a leading industry example to form a business case of reducing 

energy use and emissions for their clients and partners.  

In the 1980s, U.S. government introduced the Comprehensive Environmental 

Response, Compensation and Liability Act (CERCLA) to regulated corporate liabilities 

regarding contaminated sites.  The goal of the program was to reduce health risks in the 

environment through a combination of clean-up, engineered controls and site restrictions. 

Around the same time, analogous regulations on soil and water usage and air pollution were 

introduced in Europe. These regulations substantially changed the financial sector’s attitude 

towards environmental factors and raised their significance as a credit risk. In attempts to 

mitigate these risks, banks started integrating environmental factors into credit risk analysis 

and management to improve the quality of their credit risk estimations. The United Nations 

Conference on the Human Environment of 1972, the World Conservation Strategy developed 
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by the International Union for Conservation of Nature and Natural Resources (IUCN) and The 

International Union for Conservation of Nature (formed in 1980) were also among the first 

developments of the modern sustainability movement. These events signified the realisation 

of the need for global coordinated effort in spreading awareness of the sustainable 

development goals, as well as current and future challenges. Further, in 1974 James Lovelock 

and Lynn Margulis proposed the Gaia Hypothesis, which gave start to numerous ideas around 

the main thesis whether our planet could regulate itself and what would be the consequences 

of human activity. The authors also suggested that growing externalities from environmental 

pollution, depletion of natural resources and biodiversity and greenhouse gases emissions 

should be recognised as the devastating impact of human activity and wealth creation. Soon 

after that, the Brundtland Commission was established with the purpose to create a shared 

understanding of the sustainable development goals and coordinate global effort towards the 

sustainable development. The new vector of development was set to find pathways capable of 

benefiting both the industrialised and the developing countries and delivering both wealth 

creation and community welfare. 

In 1999, the UN formed the Global Compact non-binding pact and the OECD 

introduced the Guidelines for Multinational Enterprises to shape intergovernmental 

understanding of the principles of sustainable business conduct (Lauesen, 2016). The UN 

Global Compact pact was designed to guide organisations worldwide to adopt sustainable 

business practices and included advice on human rights, labour policies, environmental 

responsibilities and anti-corruption stance. Existing research suggested that evidence from the 

implementation of these guidelines has been mixed, and many organisations have shown 

engagement primarily for reputation purposes. Despite this critique, the rising awareness of 

sustainable finance issues has led to new developments within micro-finance, social 

entrepreneurship and businesses that have seen the potential to work with sustainability. 

The next step following management of environmental risks became entrepreneurial 

approach to environmental and social issues, which investors started seeing as opportunities 

to develop new products and services that advance community development. In 1996, 

Schmidheiny and Zorraquin published a book "Financing Change" proposing the ways 

financial sector could support sustainable development through financial products and 

services. Environmental, sustainable and socially responsible investment products and 

services began spreading across the financial sector. The Dow Jones Sustainability Index, a 

global index which tracks stock performance of the world largest companies in terms of 

economic, environmental and social criteria, was developed and mutual funds incorporating 

socially responsible investing principles were issued. Following these innovations, other 
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sustainability indexes, such as DJSI and FTSE4Good were introduced to the global financial 

sector. Socially responsible investing practises also kept growing forcing the majority of banks 

to start offering some sort of socially responsible, ethical or environmental mutual fund 

products. The largest SRI funds currently manage assets over USD 1 billion. Thus, Parnassus 

Endeavor and Parnassus Mid-Cap, founded in 1984, has annual investment returns of an 

average of 14 percent and Vanguard FTSE Social Index averages 12 percent returns. 

Another significant milestone in the sustainable finance development was the Kyoto 

Protocol of 1997, which forced the financial sector to account for CO2 emission trading and 

carbon offsets. Financial organisations started investing in Clean Development Mechanism 

(CDM) or Joint Implementation (JI) projects based on the Flexible Mechanisms defined in the 

Kyoto Protocol. Refinitiv analysts estimated the market value of carbon trades in 2019 as EUR 

194 billion and predicted that the trading volume will keep growing. Modern financial market 

offers loans or investments in JI or CDM projects, trading and brokerage of CO2 emission 

certificates, CO2 funds, options and derivatives. However, future directions for carbon related 

products and services will need further investigation after the phase-out of the Kyoto Protocol 

in the near future.  

1.4.4 Impact of the 2008 Financial Crisis 

Existing literature compared the scale of negative impacts of the latest financial crisis 

with the one of the Great Depression of the 1930s. It further regarded the global financial crisis 

of 2008 as a turning point for introducing new policies for financial sector organisations with 

the goal to support the recovery of the global economy and avoid further recessions. The crisis 

has made evident the unsustainable nature of large financial institutions such as Lehman 

Brothers, Bear Stearns, Merrill Lynch, Freddie Mac and Fannie Mae. Whereas these 

organisations no longer exist in their former realm, others, namely Goldman Sachs, Morgan 

Stanley and Citi group have survived the financial collapse and have since shown little 

improvement in their practices and general approach (Hellwig, 2009; Lauesen, 2013). 

The story about the 2008 financial crisis began in the 1990s with large investment 

companies and banks inventing a way to spread risks from loans they were providing 

(Lauesen, 2013). The agricultural sector had long benefitted from spreading risks of bad 

harvests by planting a variety of different seeds on one field with the expectation that some 

seeds will deliver better harvest than others will. JP Morgan was a pioneer in adapting this 

idea to the financial sector and binding together high-risk and low-risk loans in a new product 

called Credit Default Swaps (CDS) (Lauesen, 2013). The product seemed sound during the 
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times of growth and conditional to trustworthy evaluations of the CDSs. JP Morgan could not 

have possibly foreseen the market volatility that their initial idea would create in the future. 

Soon after the release of the product, other banks and investment companies introduced similar 

swaps with a higher risk or leverage ratios supported by fewer low-risk products that could 

balance them out, such as Mortgage-Backed Securities (MBS), Asset-Backed Securities 

(ABS) and Collateralised Debt Obligations (CDO) (Lauesen, 2013; Hellwig, 2009). This 

development in the U.S. financial market quickly spread to other national markets (Vives, 

2001). In the EU large investment banks including the German IKB Bank, Swiss Credit Suisse 

and others began to sell more or less aggressively subprime mortgage derivatives and 

continued until the collapse of the shadow banking system, which first happened  in the late 

2007 in the U.S. and then later in 2008 across the rest of the world (Lauesen, 2013).  

Financial authorities, including the OECD and the UN, received criticism for their 

“soft” policies being ineffective in preventing opportunistic behaviours and financial 

speculation (Lauesen, 2013). Hence, the OECD founded the Global Forum on Responsible 

Business Conduct to support the implementation of their Guidelines for Multinational 

Enterprises and the UN Guiding Principles for Business and Human Rights, which were 

introduced in 2011. Both documents aimed to raise awareness of the risks of opportunistic 

approach, responsible business conduct principles and the roles of different actors in 

promoting ethical standards. In 2014, the OECD held a conference in Paris to support the 

initiatives to improve the current business climate and discuss ways to increase the financial 

resilience of the global financial market through corporate responsibility, accountability and 

transparency with a specific focus on the problems of improving organisational governance 

and restoring public trust within the financial sector. The OECD Global Forum emphasised 

the focus on creating long-term value within the financial sector and suggested that it could be 

secured through “regulation, standardisation, and internalisation of external costs” (Lauesen, 

2016). 

1.4.5 Micro-finance  

Together with the historical developments in the conventional banking sector, micro-

finance practices were emerging within the non-profit organisations. Micro-finance was 

inspired and promoted by the Nobel Peace Prize awardee Muhammad Yunus, the founder of 

Grameen Bank. The Grameen Bank of Bangladesh pioneered the idea of micro-credit and gave 

rise to the micro-finance institutions. Micro-credit aims to serve people who currently have 

limited access to banking products and services and to eliminate poverty. It was initially 



 

INTRODUCTION   15 

introduced as a way to help people finance their lives with our relying on donations and 

charitable contributions. 

Micro-finance market has been growing substantially in the past decades and has 

become an important part of sustainable development activities. To further motivate its 

growth, the aim to reduce poverty by half until 2015 was reflected in the Millennium 

Development Goals. Nonetheless, even though micro-finance has been often referred to as 

effective and credible vehicle of promoting entrepreneurship in rural areas and supporting 

categories of customers underserved by the conventional banks, previous research discovered 

that annual interest rates charged by some of these organisations could reach from 30 percent 

to 70 percent (Gonzales, 2011). The astonishing discrepancy with the favourable mortgage 

interest rates in the western countries has been explained by the amount of risk attached to 

serving the poor. The 2008 financial crisis had substantial impact on micro-finance 

institutions, including “saturated market for micro-finance, deficient credit policies, deficient 

governance structures, negative policy interventions and poor adaptability to dealing with 

crises ultimately” (Ibid:7-8). Interestingly, the developing countries in Eastern Europe and 

Central Asia (ECA), as well as in Latin America and the Caribbean (LAC) suffered the most 

from the recession, whereas micro-finance organisations in the South Asia had limited 

negative consequences for their banking models (Lauesen, 2016) 

1.4.6 Sustainability Initiatives and Associations  

In the recent decades, several major sustainability initiatives and guidelines were 

develop in an attempt to incorporate environmental and social issues back into the financial 

sector. They signified substantial developments and new innovative approaches to modifying 

conventional finance and banking.  

The United Nations Environmental Program Financial Initiative (UNEP FI) was 

launched in 1992 following the Earth Summit in Rio de Janeiro and currently has over 300 

members and 100 supporting institutions. Connecting banks, insurers and investors, it aims to 

inspire, initiate and enable financial sector organisations to make positive impact on the 

communities in which they are embedded. UNEP FI has developed several frameworks and 

guidelines for sustainable finance, banking and insurance to support its signatories in their 

attempts to contribute to achieving the 2030 Agenda for Sustainable Development and Paris 

Agreement on Climate Change. In addition, it promotes research on sustainable finance and 

facilitates environmental, social and governance (ESG) issues integration into investment and 

banking through emphasising their complementary nature to financial performance. UNEP FI 
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also supports the Sustainable Stock Exchanges Initiative (SSEI) established in 2012 with the 

support of UNCTAD, UN Global Compact and the PRI. It works to build a global network for 

knowledge and best practice exchange and provide space for informed discussions with 

policymakers and regulators on the role of the financial sector in promoting sustainable 

development. 

The Global Reporting Initiative (GRI) was first introduced in 1997 and was a product 

of cooperation between the U.S. non-profit organisations Ceres (formerly the Coalition for 

Environmentally Responsible Economies) and Tellus Institute and the United Nations 

Environment Programme (UNEP). It presented the first draft of the Sustainability Reporting 

Guidelines in 1999, and currently operates as a collaborating centre of UNEP and the United 

Nations Global Compact. The GRI aims to help organisations and financial sector stakeholders 

understand and account for their impact on sustainability issues, such as climate change, 

human rights, governance and development. It facilitates corporate action to create social, 

environmental and economic benefits for local communities. The GRI was the first 

organisation to develop comprehensive global standards for sustainability reporting, which 

contrary to earlier reporting frameworks offer a modular structure easy to implement and 

moderate. Moreover, it offers sector specific guidelines and ensures higher transparency on 

environmental and social performance of financial sector organisations. According to the 

KPMG Survey of Corporate Responsibility Reporting (2017), over 93% of the world’s largest 

250 corporations reported on their sustainability performance using GRI guidelines. 

The Equator Principles (EP) were launched in June 2003 and by 2012 were adopted 

by 76 financial sector organisations. It is a risk management framework used to determine, 

evaluate and respond to environmental and social risks in projects, promote responsible 

decision-making and avoid unintended negative externalities. EP consists of ten principles 

inspired by the environmental assessment principles of the World Bank and the International 

Finance Corporation (IFC). Currently the EP have been adopted by 105 financial 

organisations in 38 countries, covering a large part of global project finance debt within 

developed and emerging markets. Even though NGOs have expressed certain concerns over 

the EP integrity, it made substantial contribution to promoting sustainability standards and 

corporate responsibility.   

The Principles for Responsible Investment (PRI) is an international organisation 

working to advice on investment implications of the ESG factors and support its global 

network of signatories in incorporating these factors into their investment and governance 

decisions. It was launched in 2006 and had over 1750 signatories from over 50 countries 

representing approximately 70 USD trillion in 2017. The principles include incorporating ESG 
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issues into organisational ownership and investment policies, seeking appropriate disclosure 

on ESG issues from their parties in which organisations invest, promoting acceptance and 

implementation of the PRI within the investment industry and reporting on their progress 

towards implementation of the principles. PRI currently remains one of the major drivers for 

integrating EGS issues into investment practices.  

The Global Impact Investing Network (GIIN) is a non-profit organisation established 

in 2009, which currently consists of 280 members across 41 countries. Its membership 

includes institutional asset owners, pension funds, insurance organisations and asset managers. 

GIIN aims to increase the scale and effectiveness of impact investing to solve social or 

environmental challenges at the same time as generating financial returns. Moreover, the 

network is dedicated to promoting impact investing and developing impact investment 

reporting standards and indicators. GIIN works to facilitate knowledge exchange on impact 

investing, promote innovative investment approaches and build evidence base for the 

investment industry. 

The above discussed initiatives represent the history of modern sustainable finance 

and have substantial impact on sustainable banking. They provide complementing frameworks 

for enhancing the financial sector sustainability. They are comprehensive and cover multiple 

aspects of responsible finance and investment, such as credit risks, project finance and impact 

investing. The next section presents on of such sustainable finance initiatives, the Global 

Alliance for Banking on Values (GABV), which serves as the empirical case study for this 

thesis. 

1.5 Research Setting 

Sustainable banks can be described as both market-oriented and mission-centred 

organisations (Boyd et al., 2009), for whom dignity, social, economic and environmental focus 

and close connectivity to their communities are a standard lens through which they evaluate 

their operations. They employ various business models but have a common banking model 

focused on serving the real economy. Sustainable financial institutions make an ideal case for 

this study for two main reasons. Firstly, sustainable banks are a relatively new, currently 

understudied phenomenon. They could be considered organisations that are “outliers” – 

companies that are experimenting with novel strategies, which have not yet received 

substantial attention from academics (Mohrman & Lawler, 2012). On the grounds that modern 

profit-driven banking model applied by conventional banks is considered the norm by 

business, society and policymakers, sustainable banks’ practices could be treated as a positive 
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deviance (Spreitzer & Sonenshein, 2004). Secondly, existing research suggested that the need 

to deliver both the community development and the financial resilience benefits shapes 

activities, structures, processes and meanings within these sustainable organisations. In the 

case of sustainable banks, their ethical commitments affect all aspects of their financial 

operations, as opposed to just a part of their activities or certain selected practices, which can 

be observed in many conventional banks. Moreover, sustainable banks aim to meet their 

community development commitments not only in their own operations, but also in the 

activities of their business partners (San-Jose et al., 2011).  

Sustainable banking could be defined as the “banking that aims to have a positive 

impact on people and the environment by means of banking” (Weber & Remer, 2011). 

Following this definition, only a relatively small group of financial institutions worldwide 

could qualify as confirmedly sustainable banks. One would further find that over the last ten 

years many of them have become members or partners of the Global Alliance for Banking on 

Values (GABV). The GABV is an international network of sustainable banks, which describes 

its members as financial institutions whose “central mission is investment in a society that 

values human development, social cohesion and responsibility for our natural environment” 

(www.gabv.org). According to Peter Blom, the CEO of Triodos Bank (GABV member, a 

pioneer in sustainable banking industry), sustainable banks could also be understood as 

“values-based” banks that “prioritise people before profits.” 

The GABV is a Chief Executive Officer network providing a unique space for 

collaboration for leaders, who are committed to sustainability-oriented banking. It was formed 

in March 2009 by eleven financial institutions from different countries with an idea to reset 

the boundaries of the conventional finance and banking and promote social and environmental 

innovations in the global financial sector. The Alliance is a network of banks and banking 

cooperatives from around the world committed to advancing positive change in the banking 

sector. The GABV is currently comprised of 62 highly diverse financial institutions and 16 

strategic partners operating globally. They collectively hold up to $200 billion USD of assets 

under management and serve over 67 million customers in countries across different 

continents. It unites institutions that use finance to support underserved communities and the 

environment. The Alliance describes its mission as using finance “to deliver sustainable 

economic, social and environmental development, with a focus on helping individuals fulfil 

their potential and build stronger communities” (www.gabv.org). Membership in the GABV 

is based upon a Charter to use finance to find global solutions to international problems and 

to promote a positive, viable alternative to the current financial system. 

http://www.gabv.org/
http://www.gabv.org/
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The GABV banks emphasise positive social and environmental impacts in their 

missions, while simultaneously acknowledging the importance of financial viability of their 

operation. It should be noted that sustainable banks represent a nascent market category and 

operate on a substantially smaller scale compared to the main players in the financial business. 

Nonetheless, over the course of writing this thesis, many of the GABV banks have been 

growing steadily in terms of their assets, number of customers and financial returns with some 

of them achieving an increase in total assets of more than 30 per cent per year. Sustainable 

banks provide their depositors and investors with an opportunity to achieve solid financial 

returns, while also channelling their money to borrowers or investees, who are believed to 

make a positive impact on the community. These banks tend to disclose their loan and 

investment portfolios to the public in a more transparent and detailed way than required by 

regulators. This allows banks’ stakeholders to independently evaluate whether or not banks’ 

core activities correspond to their values and expectations at any moment in time. Hence, the 

sustainable banking approach contributes to the global movement for transparency and 

democratisation of financial and economic processes. 

Consistent with the notion of sustainability, sustainable banking could refer to various 

financial activities and practices subject to the context. Previous research suggested that 

contemporary sustainable banks could be divided into two broad categories: “poverty 

reduction banks” of the Global South and “ethical banks” of the Global North (Dossa, 2013; 

Weber & Remer, 2011). The “poverty reduction banks” primary focus on lifting people out of 

financial poverty through micro-finance initiatives, while “ethical banks” work on improving 

investment criteria to channel money into more sustainable activities and enterprises. 

Although sustainable banks could be further divided based on their screening approaches, the 

primary distinction within the sustainable banking sector highlights that contemporary 

sustainable banks originate from two early predecessors: micro-credit and socially responsible 

investing movements. 

Microcredit organisations arguably represent the first attempt to make banking 

services available to the poorest members of global society – people who needed them the 

most. The modern microcredit and micro-finance approaches derive their roots from the 

“Montes di Pietá” organisations founded by the religious orders of Dominicans and 

Franciscans in Italy in the fifteenth century to combat usury and provide credit to the poor. 

The model was further prompted by the Irish microcredit funds that emerged in response to 

extreme poverty during the 1720s and were aimed at assisting the poor with offsetting a bad 

harvest or illness (Rhyne, 2001; Seibel, 2003). Similar problems in the eighteenth century 

Germany and Austria led to the creation of the first credit cooperatives and savings banks. 
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During that time, Raiffeisenbanken and Volksbanken were founded as savings and credit 

cooperatives in Germany to serve the unbanked poor in rural and urban areas, respectively 

(Dossa, 2013; Seibel, 2003).  

Recent poverty crises in the Global South prompted by financial crisis of 2008 and 

the following economic recessions in many countries, resulted in the renewed interest in 

micro-finance initiatives on many levels. Contemporary model of micro-finance is generally 

associated with Professor Mohamed Yunus and the Grameen Bank, which he founded in 

Bangladesh in 1975. Microfinance in its modern form was initially approached as a not-for-

profit activity performed predominantly by NGOs and heavily dependent on external 

donations. Starting from 1990s, micro-finance NGOs began departing from traditional NGOs 

in an attempt to increase their outreach. This course of development required operating in a 

self-sustaining manner by charging interest rates sufficiently high to cover the cost of lending 

and managing loan repayment, which was previously largely not required, though considered 

desirable (Adams & Von Pischke, 1992; Battilana & Dorado, 2010). Since the departure from 

the NGO archetype, financial world has witnessed a rapid expansion of micro-finance 

organisations, supported by innovations in the instruments used to finance them and make 

their business model more resilient. It should be mentioned that not all of these modern micro-

finance institutions could be considered sustainable financial organisations, which as would 

be further suggested in this thesis are organisations that accept simultaneous liabilities for 

multiple goals and liabilities to multiple principle stakeholders stepping from the community 

development and the banking logics. Nonetheless, many of the GABV members could be 

considered stepping from this movement. In this thesis, they will be referred to as “poverty 

reduction” banks from the Global South or GreenSouth banks. 

The socially responsible investing (SRI) activities originate from a much older 

movement, which dates back to the Biblical times. Each of the three major monotheistic 

religions discouraged usury or exorbitant interest rates. While in Judaism this rule only refers 

to loans among Jews, the practice is all encompassing for Catholic (as stated by the Roman 

Church’s order) and Muslim populations (Milano, 2011). Moreover, following the religious 

postulates, religious investors for centuries have avoided financing organisations that profit 

from products designed to kill or enslave human beings. The deepest religious origins of the 

socially responsible investing remain reflected in the widespread avoidance of the so called 

“sin stocks”, such as companies in the alcohol, tobacco and gaming industries, by the majority 

of socially conscious investors.  

The modern SRI movement is also grounded in the religious mandates of Quakers and 

Methodists of the seventeenth century, who are believed to have developed and applied in 
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their practice the first negative-screening criteria for investments (Schueth, 2003). These first 

negative screens were related to products enabled by the slave trade and war-related activities 

(Hutton et al., 1998; Kinder et al., 1993; Schueth, 2003). During the 1960s, the sensitivity to 

issues of social responsibility and accountability has intensified in response to concerns around 

the Vietnam War, the Cold War and civil rights injustices. Throughout the 1970s, the SRI 

movement further broadened to include labour issues and anti-nuclear sentiments. Finally, it 

became formalised in the late 1980s with millions of people, churches, universities, cities and 

states focusing their investment efforts on pressuring the white minority government of South 

Africa to end the racist Apartheid order in the country (Dosa, 2013; Hutton et al., 1998; 

Schueth, 2003).  

Therefore, whereas the establishment of the contemporary poverty reduction banks 

was prompted by global attempts to combat usury; the modern socially responsible investing 

movement could be seen as a response to issues around the widening gap between the rich and 

the poor, the environmental pollution, the inequality between genders and the military 

confrontation between the then superpowers (Weber & Remer, 2011). The emergence of the 

sustainable banks in the Global North has stimulated the sector to extend its efforts beyond 

negative screening criteria and develop positive screening initiatives. While not widely 

adopted across all sustainable banks, many European sustainable banks predominantly invest 

in companies and projects that deliver positive social and economic returns for local and global 

communities. It could be claimed that screening criteria provides further basis for distinction 

among sustainable banks of the Global North. Sustainable banks could also vary significantly 

between the North American and the European contexts. Thus, North American sustainable 

banks more often exercise negative screening criteria resulting in loans to businesses across 

the sustainability spectrum. In contrast, European sustainable banks tend to engage in positive 

screening practices to exclusively bank with sustainable companies. In this thesis, all 

organisations of this spectrum will be referred to as “ethical banks” of the Global North or 

GreenNorth banks. 

1.6 Organisation of the Thesis 

This thesis is composed of nine chapters. Chapter 1 (entitled: Introduction) outlines 

the motivation and goals for this study, introduces the research case study (the Global Alliance 

for Banking on Values) and explains the distinction between sustainable banks from the Global 

North and the Global South. The following Chapter 2 (entitled: Sustainable Finance and 

Banking Theory) discusses the concepts of sustainability and sustainable finance and outlines 
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the history of the sustainable banking industry. It also provides detailed overview of the 

existing theories of the firm and attempts to synthesise the economic and the ethical view on 

organisational responsibilities. 

Chapters 3 (entitled: Pluralistic Organisational Identity in Banks: Identity, Orientation 

and Research Agenda) provides background concepts from the literatures on organisational 

identity, pluralistic identity organisations, institutional logics and stakeholder relations. 

Combined, chapters 2 and 3 make up the theoretical background of the thesis, laying out 

theoretical foundations of organisational sustainability and responsibility and indicating 

important debates and gaps that this study aims to fill. More specifically, Chapter 3 provides 

specific framework used in the thesis by considering the concept of organisational identity and 

discussing the case of organisations characterised by two or more identities that would not 

normally be expected to coexist within one organisation. It discusses previous 

conceptualisations of hybrid and multiple organisational identities and suggests synthesising 

the two approaches into a more holistic pluralistic organisational identities concept. It further 

considers the relationship between organisational identity and institutional logics and 

discusses particular logics that govern the sustainable banking field. It suggests three ways to 

look at organisational identity in relation to the field logics (organisational identity as 

agentically constructed, organisational identity as institutionally determined and 

organisational identity as filter) and outlines my arguments for engaging with the third 

approach. Finally, the challenges and tensions faced by pluralistic identity organisations and 

the impact of pluralistic identities on organisational relations with stakeholders are discussed. 

The chapter describes the organisational identity orientation framework employed in this study 

as well as other related concepts and discusses their application to the sustainable banking 

field.  

Chapter 4 (entitled: Methodology) presents the methodological framework designed 

to explore the role of identity in sustainable balancing of the community development and the 

banking logics within the GABV banks. It provides detailed overview of my research 

philosophy, research design, data collection tools used in this study, data analysis process and 

notes on research credibility, ethics and limitations. Chapters 5 through 7 constitute the core 

chapters of the research findings: they summarise the findings on identity plurality in 

sustainable banks and discuss the liabilities of such plurality. Chapter 5 (entitled: Identity 

Plurality Challenges within Sustainable Banks) lays out the ways the community development 

and the banking logics affect sustainable banks. It describes tension points that sustainable 

banks need to address to sustainably combine their plural identities and avoid a mission drift. 

Chapter 6 (entitled: Liabilities for Multiple Goals) explains how the GABV banks incorporate 
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the community development and the financial resilience goals through three sets of identity 

work tactics, namely critiquing, contextualising and intervening. Chapter 7 (entitled: 

Liabilities to Multiple Stakeholders) summarises the findings on the organisational identity 

orientation of sustainable banks and argues that these organisations take relational stance in 

their interactions with stakeholders. It further explains how the GABV banks express their 

relational identity orientation through a set of six elements, which are examined in detail and 

supported by empirical examples from my data. 

Chapter 8 (entitled: Discussion) summarises findings from this study and adds 

important insights on the challenges faced by sustainable banks as pluralistic identity 

organisations and the ways sustainable banks address their liabilities for multiple goals and 

liabilities to multiple principle stakeholders. Finally, Chapter 9 (entitled: Conclusion) presents 

research insights, contributions and limitations of the thesis and makes suggestions for future 

research directions. Combined, the thesis is comprised of two background chapters following 

the introduction (Ch. 2 and 3), one methodology chapter (Ch. 4), three chapters devoted to 

research findings (Ch. 5, 6 and 7) and two concluding chapters (Ch. 8 and 9). 
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CHAPTER 2 

SUSTAINABLE FINANCE AND BANKING THEORY 

An Overview 

 

2.1 Introduction 

Sustainability considerations in organisational studies emerged in the 1930s, with a 

number of theories of the firm starting to explore the complex interconnection between 

sustainability and firms. Finding a balance between developing the communities in which a 

bank operates and remaining financially resilient requires devotion, expertise and constant 

attention to these dual goals. If a bank is going to forego a certain level of profitability in order 

to achieve the community benefit, it becomes essential to understand how these ideas are 

reflected in its organisational identity or raison d’être. Previous studies have applied a variety 

of paradigms to study the discourse of sustainable finance and banking. Two main perspectives 

and research agendas could be noticed within the existing theories of the firm. One group 

could be attributed to have an economic approach, which implied an agenda to maximise 

financial profitability without accounting for the side effects of corporate operations. The 

second group could be referred to as an ethical approach characterised by emphasis on 

extended organisational responsibilities for common good.  

This chapter provides a critical review of the way major theories of the firm perceive 

and conceptualise sustainability and the role of the firm. The ethical and the economic 

approaches represent the opposing ends of a spectrum, where multiple organisational theories 

could be positioned. It was previously suggested that finding a common theoretical ground 

between the economic and the ethical perspectives would contribute to more sustainable and 

community focused finance and banking practice. This chapter discusses the main theories of 

the firm and their contributions to the corporate sustainability discourse. It further critically 

analyses the current state of the debate between the economic and the ethical approaches to 

the role of the firm in society. Finally, it proposes a theoretical framework for integrating the 

economic and the ethical perspectives to explore the phenomenon of sustainable finance and 

banking.  
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2.2 The Theories of the Firm 

Theories of the firm provide theoretical framework for studying organisations and 

answering research questions about their existence, behaviour, structure and relationships with 

external constituencies. Seth and Thomas (1994) further suggested that theories of the firm 

present frameworks for thinking about the purpose of organisation and analysing related 

research problems. Over the past decades, several theories of the firm have been developed, 

however, the discussion of organisational sustainability within most of them remains scarce. 

This chapter presents an overview of the most significant theories of the firm and specifies 

their contribution to the sustainability discourse. Moreover, the discussion highlights 

limitations of existing theories of the firm in addressing sustainability problems and suggests 

most promising directions for future research on sustainability. The selection and 

categorisation of theories of the firm in this chapter is derived from Seth and Thomas (1994) 

and Lozano et al. (2015), who suggested that various theories of the firm could be 

conceptualised along three main directions: (1) corporate entity or personality perspective, 

which focuses on the establishment of firm as a legal person; (2) corporate nature perspective, 

which analysis the reasons of firm existence and its relations with other constituencies; and 

(3) corporate obligations perspective, which discusses organisational responsibilities in 

society. 

2.2.1 Corporate Entity or Personality Theories  

The first group of theories of the firm presents the most developed discussions on 

organisational personality. Based on Radin (1932: 645), personality here is interpreted as “a 

group of rights and capacities, or at any rate a group of legal relations, and this group owes its 

existence entirely to the recognition of it by the legal and institutional organisation of the 

community”. Corporate entity theory has its roots in French and German common law and 

focus on discussing what legal form should an organisation take and how should it be 

positioned vis-a-vis the government. In addition, Millon (1990) provided a comprehensive 

overview of the corporate entity theory development in the U.S. claiming its relevance for the 

American legal context. Corporate entity theories could be divided into the artificial entity, the 

aggregate entity and the real entity concepts. 
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2.2.1.1 The Artificial Entity Theory 

This theory of the firm provides insights on the process of organisational 

establishment and incorporation within a social context. Corporate entity could be considered 

artificial if it was formed under the state law without private initiative of individual 

incorporators (Millon, 1990). Such an organisation, therefore, represents an extension of the 

state (Avi-Yonah, 2005) rather than a corporate citizen. The emphasis in the artificial entity 

theory is on the authority granted to an organisation by the government. Thus, without such 

state authorisation, corporations could not have legal personality, own property or hire agents 

to act in their name (Avi-Yonah, 2005). 

The artificial entity theory was introduced in the nineteenth century by Savigny, who 

proposed a view of corporation as a fictitious being (Machen, 1911). He commented on the 

examples of Dutch East India and the British East India Companies and theorised about their 

incorporation and corporate nature (Avi-Yonah, 2005). In contemporary organisational 

research, the artificial entity theory is useful for studying state-owned corporations that usually 

operate within a single legal and social context (Lozano et al., 2015). Avi-Yonah (2005) 

further suggested that the theory has limited applicability to studies of multinational 

corporations, particularly those with weak government ties or operating in developing 

institutional contexts with weak or poor governments. 

The author’s understanding and interpretation of this theory is that organisation could 

be viewed as an extension of the government regime that licensed its incorporation. Such 

nature of the firm is likely to have severe management and strategy implications due to the 

managers’ weak standing and limited decision-making power. The artificial entity theory was 

introduced long before the concept of sustainability appeared in organisational studies, 

therefore, the discussion of corporate responsibilities here is limited to its relations with the 

state that incorporated it. 

2.2.1.2 The Aggregate Entity Theory 

The aggregate entity theory proposes an alternative perspective of the process of 

organisational establishment and incorporation within a social context and the actors involved 

in it. Contrary to the artificial entity theory, which treats corporation as an extension of the 

state, it suggests the view of corporation as an extension of its shareholders (Lozano et al., 

2015). The aggregate entity theory originated from theory of Zweckvermögen by Bekker and 

von Brinz, who started explaining corporate ownership in charitable corporations focusing on 

the role of agents that manage corporate property instead of the ownership of property by an 
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object (Almeida et al., 2017). The theory states that corporation can be formed and legally 

incorporated by an association of actors, who make an agreement to start an enterprise. 

Therefore, an organisation should be viewed as a sum of its human and non-human 

components (Avi-Yonah, 2005; Lozano et al., 2015). 

In this interpretation, corporate shareholders are protected by the rule of limited 

liability. They provide the capital with the anticipation of maximising its values, however, 

they cannot be charged for illegal actions committed by the legal entity, its managers or its 

employees (Millon, 1990). According to the aggregate entity theory, the purpose of 

organisation is generating profit for the exclusive benefit of its shareholders. As a result, the 

theory threats organisations as entities separate from the society and the environment and 

largely neglects the problem of community relations. The aggregate entity theory is based on 

the interpretation of organisation as a means for increasing financial returns on capital of 

shareholders, whose liabilities are limited, and benefits are not compromised by considerations 

of community relations. The foundations of this theory limit its discussion of corporate 

responsibilities to the economic dimension and specifically organisational liabilities to its 

shareholders. Therefore, although the aggregate entity theory assigns managers considerable 

decision-making freedom and power of determining strategy, it emphasises that they are 

subjected to the interests of shareholders. 

2.2.1.3 The Real Entity Theory 

Unlike the two other corporate entity theories that treat organisations as an 

aggregation of natural persons or an extension on the state power, the real entity theory states 

that an organisation should be viewed as a new real person (Lozano et al., 2015). It suggests 

that the existence of organisation is not based on a fiction or a mental entity. The real entity 

theory views an organisation as a social organism, which differs from a biological organism 

in regard to the power of reproduction (Machen, 1911). An organisation, therefore, becomes 

a persona representata, which acts through its agents but has "will and senses" (Ibid, 1911). 

The real entity theory further perceives organisations are actual “beings” controlled 

by their managers. Proponents of this theory claim that organisations as any collective groups 

have real mind, will and ability to act (Almeida et al., 2017). Whereas in the aggregate entity 

theory only organisational managers and employees could be held responsible for illegal 

actions, in the real entity theory organisations themselves could be punished for breaking the 

regulation. Thus, this perspective for the first time proposed that an organisation should face 

legal charges for omission and commission (Avi-Yonah, 2005). 
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The real entity theory proposes that organisations should be interpreted as real entities 

integrated within the fabric of society. It is viewed as an entity incorporated and represented 

by its managers and employees and cannot be limited to an extension of the state or 

shareholders. The real entity theory further suggests that an organisation, its managers and 

employees all have legal rights and liabilities. According to the real entity theory, managers 

are responsible for ensuring that the organisation and its employees comply with state 

regulations (Lozano et al., 2015). This vision empowers them to engage with the community 

on different matters and make strategic actions to contribute to sustainability. Therefore, it 

could be concluded that, even though the real entity theory does not explicitly engage in the 

discussion around corporate responsibilities, its foundations are implicitly suggesting the 

freedom of organisational actors in choosing direction, as well as their responsibility for 

strategic actions. 

2.2.1.4 Insights from Corporate Entity Theories 

Corporate entity theories focus their main discussions around two foundational 

debates: the incorporation of an organisation and its legal status, rights and liabilities within a 

state context. The artificial entity theory made substantial contribution at the early stage of 

theoretical development within the corporate entity discourse, however, nowadays its 

applicability has been limited to the discussion of state-owned corporations. The aggregate 

entity theory has a strong emphasis on economic issues and perceives an organisation as a 

legal instrument to limit the liabilities of shareholders within a state context. The real entity 

theory frames an organisation as a legal actor, which is represented by managers and 

employees but has rights and liabilities of its own.  

Corporate entity theories analyse the incorporation of an organisation in a state legal 

framework. In particular, the artificial entity conceptualises organisation as an extension of the 

government and largely ignores other groups of stakeholders, the aggregate entity theory 

centres on organisational shareholders and contributes to the discussion of internal 

stakeholders, while the real entity discusses the rights and liabilities of an organisation to its 

external stakeholders. Corporate entity theories also present different perspectives on how 

managers could make strategic decisions within the organisation. The artificial entity theory 

states that organisational leadership is restricted to the general policy of the state, the aggregate 

theory views them as independent agents acting on behalf of shareholders with the aim to 

maximise their returns on investments, whereas the real entity theory proposes that 
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organisational management is bound in their decision-making by the rules of both the 

government and the larger society.  

It should be noted that none of the corporate entity theories explicitly point out the 

question of corporate sustainability since most of them were formed prior the sustainability 

discourse appeared in the organisational studies. Nevertheless, one of the foundations of the 

real entity theory is that an organisation has responsibilities to comply with state regulations 

and social rules within the context of its incorporation, which is congruent with the 

sustainability discourse in admitting that organisations are part of a larger legal rights system 

(Lozano et al., 2015). The real entity theory provides the greatest flexibility in deciding areas 

of strategic priority for an organisation that might include matters beyond income generation. 

Therefore, it could be suggested that the real entity theory has the biggest potential to 

contribute to the organisational sustainability discourse by including the discussion of 

environmental and social responsibilities of organisations. 

2.2.2 Corporate Nature Theories  

The corporate nature theories discuss the nature of the firm’s existence. Boatright 

(1996) summarised the main historical developments with the nature of the firm discourse and 

proposed three central frameworks, which have made the most substantial contributions: the 

contractual theory (including its specific part – the agency theory), the evolutionary theory and 

the resource based view (RBV) theory. 

2.2.2.1 The Contractual Theory and the Agency Theory 

Coase (1937) in his foundational paper proposed the view of the firm as a nexus of 

contracts among various constituencies. He claimed that two forms of economic coordination 

could be distinguished: firms and markets. The use of the hierarchical and market coordination 

is determined by transaction costs. The cost of negotiating and enforcing contracts requires 

coordination, which can often be achieved more efficiently through organisations and 

substitute other hierarchical forms of decision-making. Boatright (1996: 221) further 

suggested that “firms exist as less costly alternatives to market transactions”. He proposed that 

“shareholders, along with other investors, employees and the like, each own asset that they 

make available to the firm” (Boatright, 1999: 171). 

The contractual theory follows the aggregate entity theory (Phillips, 2003) in 

perceiving the interests of shareholders as imperative. They are viewed as the residual risk 

bearers, who provide capital to an organisation to receive dividends and a claim of residual 
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assets (Coase, 1937). This determines their unique position within the organisation as the only 

agents with appropriate incentives to make decisions that will maximise organisational wealth 

because they bear costs and gain benefits of the firm’s activity. According to the contractual 

theory, interests of other parties, such as employees, customers, creditors and others, are also 

best served when shareholders’ interests become the objective of the firm (Boatright, 1996). 

The contractual theory postulates were criticised on the basis that contracts in most 

cases are bilateral and incomplete in addressing the interests of parties other than stakeholders 

and, therefore, could  create conditions for large corporations to use their power to gain unfair 

advantageous contracts or cause other unanticipated negative outcomes for stakeholders 

(Boatright, 1996). Moreover, contractual obligations could be perceived differently by the 

market, the firm and the government and could have hidden social costs (Lozano et al., 2015). 

Thus, they could neglect negative social and environmental externalities of organisational 

activities and undesired community effects in order to maximise short-term shareholder 

returns (Boatright, 1996). Therefore, while the contractual theory provides valuable insights 

on safeguarding shareholders’ interests by making them the objective of an organisational and 

the subject of fiduciary duties of managers, it’s contribution to the discussion of protecting 

non-shareholder constituencies is limited.  

The agency theory is often discussed as a particular case of the contractual theory 

(Lozano et al., 2015). It has been very present in research on publicly traded commercial 

organisations due to its focus on regulating the relations between agents and principals. 

Agency theory claims that managers pursue their own interests and, therefore, their decisions 

should be structured, bonded and monitored within an organisation to minimise the conflict of 

interests. It further suggests that individual agents should not possess management and 

oversight powers over the same decisions. Therefore, the agency theory is centred around the 

problems of ownership and governance (Jensen & Meckling, 1976) discussing the conditions 

under which managers are most likely to work in the best interest of their principals.  

Boatright (1996) and Machlup (1967) proclaimed both the contractual theory and the 

agency theory marginalistic due to their foundations in the aggregate theory of the firm. These 

perspectives see the purpose of organisation in maximising shareholder return on capital by 

minimising transaction costs directly or through the means of contracting agents. The 

contractual theory and the agency theory emphasise the contractual nature of organisational 

relations with stakeholders, therefore, claiming these relations to have a formal and framed 

character (Lozano et al., 2015). Such interpretation provides little insights on the nature of 

contracts and the power relationships among the contract parties. Moreover, the contractual 
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theory perceives an organisation as “black box” and mainly focuses on relations with external 

stakeholders. 

The contractual theory and the agency theory extended previous understanding of the 

relational approach to profit creation. The agency theory raises the question of strategic 

planning horizons by suggesting that guided by their contractual obligations, agents might 

prioritise short-term gains and neglect more prospective business opportunities and future 

contracts. They could also underscore potential synergies between various projects and clients 

due to contract terms, organisational structure or corporate relationships. Moreover, these 

theories’ vision of contractual relationships as a way to minimise costs and increase benefits 

in both short and longer term perspectives could contribute to the sustainability discourse, 

particularly in areas of creating networks and facilitating engagement on environmental and 

social corporate responsibilities. 

2.2.2.2 The Evolutionary Theory 

The evolutionary theory of the firm was first introduced by Nelson and Winter (1982). 

It defines organisation as a set of routines and competencies that it encompasses. Hölzl (2005) 

suggested that the evolutionary theory predominantly focuses on the technological aspects of 

production and the cognitive nature of the organisational structure. Similar to the contractual 

and the agency theories, the evolutionary theory suggests that organisations are profit driven, 

however, not all corporate actions are presumed to be profit maximising (Lozano et al., 2015). 

Hölzl (2005) further emphasised the importance of differential capabilities embedded in the 

personal and organisational structure of corporations for organisational research, particularly 

skills on the individual level and routines at the organisational level. 

The evolutionary perspective further proposes that organisations rely on a particular 

set of routines that are firm-specific and cannot be transferred at low cost (Hölzl, 2005). Based 

on Social Darwinism, it claims that only the strongest and most efficient organisations will 

survive the market competition within each segment (Miesing & Preble, 1985). According to 

the evolutionary theory, more resourceful and profitable organisations will push less profitable 

competitors out of business. This approach explains the adaptivity in organisational behaviour 

through tensions between innovation and election mechanisms (Hölzl, 2005). It should be 

pointed out that this approach is based on financial strength of organisations and does not 

account for ethical considerations and community outlook (Lozano et al., 2015). Moreover, 

the evolutionary theory also provides limited discussion of the long-term organisational 

strategy and instead focuses on short-term competitive power and financial gains. 
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Therefore, the evolutionary theory puts emphasis on the time dimension by claiming 

that organisations grow in size and resources with the aim of participating in market 

competition, which they drive to extinction (Lozano et al., 2015). Important for the discussion 

or organisational sustainability, this perspective claims that organisations evolve through the 

combined mechanisms of searching and selection. Moreover, they possess a possibility to 

transform their secondary routines into core organisational activities (Hölzl, 2005). Following 

this narrative, one could expect that in the long-term perspective more sustainability orientated 

organisations might drive less sustainability orientated competitors out of the market. Even 

though the evolutionary theory does not explicitly discuss such vision, competitive stimulus 

could be used by managers to develop longer-term strategic plans, which would be congruent 

with the corporate sustainability discourse should it also concern a vision for social and 

environmental components of long-term strategic planning.  

2.2.2.3 The Resource-Based View Theory 

The resource-based view of the firm sees an organisation as a combination of 

resources necessary for organisational survival and gaining competitive advantage (Conner & 

Prahalad, 1996). It states that organisations are entities created by people to serve the needs of 

people. The resource-based view presumes the disequilibrium model of firm growth and seeks 

to “maintain administrative coordination within a multi-stakeholder environment” (Kor et al., 

2016: 1728). Penrose (1959) suggested that organisational resources could be divided into two 

main types, namely tangible resources (land, natural resources, machinery and finished goods) 

and human resources (unskilled and skilled labour, administrative, financial, legal, technical 

and managerial staff). Sanchez and Heene (1997) further added third type of intangible 

resources, where they included capabilities and cognitions. 

The resource-based view made substantial contribution to the academic discussion of 

competitive advantages of firms and ways of reducing production costs without losing 

customers and competitive positions. This perspective further proposed that while certain 

organisational resources are easily replaceable, others take long time to develop. Barney et al. 

(2001) also suggested that some resources can only be developed internally within the 

organisation and cannot be transferred from other organisations. Moreover, Dyllick and 

Hockerts (2002) climes that not all resources can be imitated or substituted by alternatives. 

According to Penrose (1959), managers have a central catalyst role in the process of 

convective productive resources into services. 
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Therefore, in contact to previous theories of the firm that treated organisation as a 

“black box”, the foundational principle of the resource-based view is that organisations are 

complex systems of internally linked resources, whose combination provides unique 

competitive advantages. It should be mentioned that the theory in its original form does not 

consider the environmental dimensions, however, it does provide insights on social and time 

dimensions through its discussions of resources management and development over time. 

Nonetheless, this perspective provides valuable lenses of exploring organisational leadership 

and governance by linking organisational resources to proactive changes in strategy and 

processes. Thus, Penrose (1959) suggested that managers’ experience-based knowledge of

organisational resources and capabilities determines how the organisation will perceive the 

market and which market opportunities it will pursue. She further claimed that managers with 

firm-specific knowledge and experience are essential for identifying growth opportunities and 

carrying out growth projects for the organisation. In terms of sustainability and corporate 

responsibility discourse, the resource-based view could be useful for introducing 

environmental and social considerations into corporate governance studies, particularly in the 

institutional context, where they are likely to help the organisation gain competitive advantage. 

2.2.2.4 Insights from Corporate Nature Theories 

Corporate nature theories predominantly focus on the matters of organisational 

existence. Grounded in economic precepts, they use as a foundational concept the reduction 

of costs, the strengthening of organisational competencies or the competitive positioning 

within the market. Thus, the contractual theory and the agency theory focus on intra-

organisational contractual relations between agents and principals as a means to reduce costs 

of production and maximise shareholder returns. The central question of the evolutionary 

theory is competitive positioning and relative profitability vis-a-vis other market participants. 

Therefore, unlike two previous theories whose focal point are internal stakeholders, this 

perspective discusses the problem of out-evolving competitors, i.e. the external stakeholders. 

Finally, the resource-based view theory concentrates on the problem of building a unique 

combination of capabilities from internal and external resources over time in order to reduce 

costs of production and gaining sustainable competitive advantage. 

The main contribution of the corporate nature theories to the sustainability and 

corporate responsibilities discourse is that they provide organisational management with 

various perspectives on how to engage with diverse stakeholders in the short and in the long 

term (Lozano et al., 2015). Even though the economic dimension keeps its central position 
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within the corporate nature discussions, unlike the corporate entity theories, these concepts 

explicitly discuss the needs and expectations of a variety of stakeholders both within and 

outside the organisation. Thus, the contractual theory provides a well develop discussion of 

agent-principal relations within an organisation, the evolutionary theory investigates strategic 

processes designed to move competitors out of the market, while the resource-based view 

contributes to debates on analysing organisational resources and building organisational 

capabilities in long-term perspective. Therefore, it could be claimed that the corporate nature 

theories contribute to research on social and time dimensions of organisational strategic 

planning and operations, however, the environmental component remains outside of their 

focus. 

2.2.3 Corporate Obligation Theories 

The corporate obligation theories aim to explain organisational liabilities towards 

various stakeholder groups. Their foundational question is the one of how managers perceive 

organisational goals and strategy and whether they prioritise interests of shareholders of other 

parties (Boatright, 1996). This group of theories of the firm includes the stockholder theory, 

the social contract theory and the stakeholder theory. 

2.2.3.1 The Shareholder Theory 

The main postulate of the shareholder or stockholder theory is that organisations have 

solely fiduciary duties towards their shareholders, who act as capital providers. Organisations 

work to maximise capital returns for shareholders by growing their market value (Friedman, 

1970). This concept has foundations in the aggregate theory of the firm and is often viewed as 

marginalistic (Boatright, 1996). Shareholders provide capital with the expectation of earning 

return on investments and become residual risk bearers. As a result of this transaction, they 

gain prima facie rights and limited liabilities (Freeman et al., 2004). Consequently, 

shareholders receive substantial power and influence in determining operational strategy of 

the organisation (Thomas et al., 2004). Within the stakeholder framework, managers do not 

have power to allocate capital to fulfil community interests without the consent of shareholders 

(Freeman et al., 2004). At the same time, their strategic and operational decisions might 

disadvantage other stakeholder groups, such as employees, consumers, suppliers and local 

communities (Lozano et al., 2015). In the long-term perspective, such approach might cause 

negative consequences not only for the society and the environment, but also lead to 
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repetitional damages and put at risk organisational legitimacy with the society or the 

government (White, 2004). 

Langtry (1994) distinguished three types of normative ethical shareholder theories. 

Firstly, the minimalist pure shareholder theories state that firms exist solely to maximise 

returns on investments for shareholders and their activity should be constrained by minimal 

legal frames, such as contract enforcement and fraud prevention. They also claim that 

managers have fiduciary obligations to shareholders. Secondly, non-minimalist pure 

shareholder theories share basic ground with the previous type but propose broader and more 

far-reaching legal constraints on the firm. Finally, tinged shareholder theories state that firms 

exist to maximise shareholders’ profit, however, their operations should be restricted not only 

by legal constraints but also by moral or social obligations. Such moral and social obligations 

would be defined differently by each tinged shareholder theory and might consist of moral 

rights of a broader community or a specific category of stakeholders, such as organisational 

employees.  

The shareholder theory had significant impact on organisational research and practice 

and became widely used as a tool for strategic management (Langtry, 1994). The theory has 

often been criticised for the postulates it shares with the aggregate theory of the firm due to 

their multiple foundational similarities. The main difference between the two theories is in 

their focus, as the stakeholder theory mainly describes how organisations generate returns on 

investments for their shareholders, while the  aggregate theory discusses how organisations 

are established legally (Lozano et al., 2015). The shareholder theory of the firm suggests that 

organisations are solely liable to their shareholders and exist to generate profit for their residual 

risk bearers. It makes little contribution to the discussion of social and environment 

dimensions of organisational performance (Boatright, 1996). Within this perspective, 

organisation is perceived as an “island”, which has led to Hasnas (1998) describing the 

stakeholder theory as an “outmoded relic of corporate law that even the law itself has evolved 

beyond”. Such approach appears short-term focused and neglects the longer-term 

considerations of organisational sustainability. It could be argued that the main contribution 

of the shareholder theory to debates on sustainability and corporate responsibilities lies in the 

economic dimension of this framework, which prescribes organisational management with 

liability to operate the firm in an efficient and effective manner. 
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2.2.3.2 The Social Contract Theory  

The social contract theory of the firm has its foundations in the political social contract 

theories of Thomas Hobbes, John Locke and Jean-Jacques Rousseau and shares many 

preconceptions with the contractual theory as interpreted by Coase (1937). Its main thesis is 

that organisations have an ethical obligation to enhance the welfare of society. The firms are 

expected to fulfil general canons of justice and maintain their implicit moral contracts with 

internal (employees) and external (suppliers and customers) stakeholders. The social contract 

theory is based on the understands social contract as an implicit agreement between the society 

and the firm in which the society “recognises the existence of the entity on the condition that 

it serves the interests of society in certain specified ways” (Hasnas, 1998: 29). It further 

proposes that the society provides organisations with the right to operate by giving them legal 

recognition, authorisation to use resources and hire members of the society (Lozano et al., 

2015). In return, organisations are expected to abide by social and moral contracts and provide 

social benefits (Hasnas, 1998). 

The social contract theory extends the contractual theory of the firm to the realm of 

civil society, which it claims to give organisations a “licence-to-operate” (White, 2004). The 

perspective states that the firm has liabilities not only to its shareholders or agents, but to the 

society, which has the ultimate power to grant or withdraw the “licence-to-operate”. The main 

focus of this theory is on the social dimensions of sustainability and its main discussion is 

concerned with how organisations fulfil the obligations implicit under the social contract 

(Lozano et al., 2015). The social contract theory, therefore, provides a guidance for 

organisational managers on how to extend the principles of contractual theory from agents and 

principals to relations with a wider group of stakeholders. 

It could be argued that the social contract theory shares many foundational principles 

and interpretation with the stakeholder theory, however, focuses exclusively on social 

stakeholders, therefore, leaving open a question of its scope or extent in the context of 

corporate responsibility (Lozano et al., 2015). Though providing many valuable insights, it 

offers limited explanations of how a social contract should or could enforced. Moreover, the 

social contract theory does not explicitly discuss economic, environmental, and time 

dimensions of sustainability. 
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2.2.3.3 The Stakeholder Theory 

The central postulate of the stakeholder theory claims is that the firm has liabilities to 

multiple stakeholders (Freeman, 1984). This perspective takes into account both the internal 

stakeholders, such as managers and employees, and external stakeholders, such as suppliers, 

customers, regulators and community groups (Freeman et al., 2004). It further perceives 

shareholders stakeholders as both internal and external organisational stakeholders. The 

stakeholder theory of the firm divides all stakeholders into primary and secondary, where 

primary ones are directly affected by organisational operations or have direct power over the 

organisation, whereas secondary stakeholders’ interactions with the firm are usually collateral 

or mediated (McIntosh et al., 1998). Therefore, contrary to precious theories of the firm that 

emphasised its economic nature, the stakeholder theory proposes that the fundamental 

obligation of the firm is to grow its capital and market share, while simultaneously meeting 

the needs of multiple stakeholders (Hasnas, 1998). 

In should be pointed out that though the initial focus of the stakeholder theory was on 

social stakeholders, more recent academic works started increasingly using this framework to 

address environmental issues. Thus, Céspedes-Lorente et al. (2004) suggested four ways the 

stakeholder theory can contribute to the environmental sustainability discussion. Firstly, the 

stakeholder theory pointed out to the role of external stakeholders in assessing environmental 

risks of organisational operations and accounting for corporate environmental performance of 

the firm. Secondly, the theory emphasised the significance of environmental reporting and 

transparent communication of the environmental impact, as well as the important role of 

community activists in keeping the firms accountable. Thirdly, the stakeholder theory 

provided detailed analysis of the impact stakeholders might have on the environmental 

strategy of an organisation. Finally, this perspective discussed the importance of cooperation 

between an organisation and its multiple stakeholder groups on environmental issues. 

The stakeholder theory of the firm provides valuable lenses for organisational 

managers to understand how to engage with multiple stakeholders that are affected by their 

operations and have the power to influence organisational strategy. The main focus of this 

theory is in analysing and managing corporate relationships with diverse stakeholders from 

social, economic and environmental realms. The stakeholder theory had substantial impact on 

sustainability and corporate responsibility discourse. At the same time, this perspective has 

been criticised for some inherent inconsistencies, particularly regarding the identification of 

the most salient stakeholders and prioritising their interests (Langtry, 1994). Other debates 

concerned the ability of the firm to meet diverse expectations of stakeholders without 
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substantially decreasing capital returns (Dyllick & Hockerts, 2002) and to foresee the 

community impact of organisational operations (Langtry, 1994). 

2.2.3.4 Insights from Corporate Obligation Theories 

Corporate obligation theories focus their discussions on the problem of managing 

obligations of the firm. Thus, the central postulate of the shareholder theory is that 

organisations exist to maximise the return on capital provided by the shareholders. Therefore, 

it is predominantly focused on the economic dimension of the firm. The shareholder theory 

also contributed to the social dimension research on internal stakeholders by suggesting that 

organisations should protect their investors as residual risk bearers through the limited liability 

principle. The social contract theory, on the contrary, emphasised the role of external 

stakeholders, who provide an organisation with a “licence-to-operate”. It proposed that the 

firm has moral obligations to the society, which include abiding by social and moral contracts 

and providing social benefits to local community. Finally, the stakeholder theory states that 

the form is liable to multiple groups of stakeholders. It addresses many issues of managing 

social and environmental dimensions, while also acknowledging the centrality of the survival 

and thriving of the organisation (economic dimension). The theory provided valuable 

contribution to the discussion of the role of organisational in society and organisational 

relations with both internal and external stakeholders. 

It could be claimed that the corporate obligation theories of the firm have been 

designed to help explain organisational liabilities to their stakeholders and their role in 

organisational survival and prosperity. Answering the fundamental question of the purpose the 

organisation, these theories account for a broad range of organisational interactions and 

discuss their significance for achieving corporate goals. Their approaches  vary from a narrow 

view of the shareholder theory, to a broader perspective of the social contract theory focused 

on external stakeholders, to the broadest angle of the stakeholder theory, which incorporates 

the economic, social and environmental dimensions (Lozano et al., 2015). Contrary to the 

previous theories of the firm that have traditionally focused on accounting solely for the 

interests of their shareholders, corporate obligation theories touched upon the questions of 

recognising and addressing the needs of various internal and external stakeholders. These 

perspectives proposed a view of the firm as a complex system whose operations impact and 

could be impacted by the society and the environment.  

Therefore, corporate obligation theories provide valuable lenses to navigate 

organisational management in embedding sustainability dimensions into their strategy and 
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operations and building healthy and mutually beneficial relations with stakeholders. At the 

same time, it should be mentioned that the corporate obligation theories do not provide much 

insight on the effects of the time dimension and rarely explicitly focus on the longevity of 

organisational stakeholder relations over time. Making distinction between long-term and 

short-term corporate strategies would help move these ideas forward and make them more 

useful for addressing sustainability issues. 

2.2.4 Discussion of the Theories of the Firm’s Contributions to Corporate 

Sustainability Discourse 

Bryman (2003) claimed that due to the socially constructed nature of firms, theories 

formed to advance the knowledge about them fall into the realm of middle range theories. This 

section provided an overview of the most significant theories of the firm and discussed their 

contributions to the corporate sustainability discourse. The analysis singled conceptual 

dominance of the aggregate theory postulates that are evident in the shareholder and the 

contractual theories. This traces back to the historical and cultural focus on organisational 

rights rather than responsibilities (McIntosh et al., 1998). The establishment of sustainable 

development ideas and their acknowledgement within the organisational studies has led to the 

recognition that organisations are liable for their goals and liable to multiple stakeholder 

groups beyond shareholders (see Carroll, 1991; Freeman et al., 2004). These recent 

developments also included understanding that the firm can no longer be perceived as a “black 

box”, whose role is limited to profit generation and job creation, and the following attempts to 

theoretically combine the economic and the ethical side of the firm. 

Following the discussion on sustainability from the previous chapter, the contributions 

of each theory of the firm have been discussed here within the context of the four dimensions 

of sustainability (Lozano, 2008). Most of these theories of the firm focus on the economic and 

the social dimensions. The evolutionary theory and the resource-based view emphasise the 

time dimension, with the former focusing on the organisation outliving its competitors in the 

market and the latter proposing the importance of building unique organisational capabilities 

over time. The stakeholder theory explicitly comments on the environmental dimension of 

sustainability in its discussion of liabilities of the firm. Other concepts prioritise economic and 

social dimensions without making meaningful contributions to the discussion on the time and 

the environment. This sharply contrasts with the environmental bias of early corporate 

sustainability discourse (see Atkinson, 2000; Rees, 2002; Reinhardt, 2000) as discussed in the 

previous chapters. 
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Even though none of the theories of the firm provided full account of the four 

dimensions of sustainability, each of them has contributed some valuable principles. Thus, the 

corporate entity theories discussed in detail the questions of incorporation of the firm and its 

perception within the legal state context. The corporate nature theories offered contributions 

on the existence of firms and the way they perceive their corporate resources and use them to 

address market competition. Finally, the corporate obligations theories contributed to the 

discussion of organisational stakeholder relations and liabilities beyond the ones to the 

shareholders as capital providers. The overview provided in this chapter helped clarify 

propositions of different theories of the firm, critically analyse their similarities and 

differences and develop valid interpretations of the key postulates to further focus on their 

significance for sustainable finance and banking research. The next section will further 

conceptualise the debate between the economic and the ethical perspectives of the role of the 

firm and propose theoretical framework for synthesising the two approaches and incorporating 

them into the study of sustainable finance and banking. 

2.3 The Theories of the Firm and Sustainable Finance and Banking 

Discourse 

As pointed out in the previous chapter, corporate sustainability studies within the 

organisational research have experienced strong bias towards the social dimension of 

sustainability. Environmental and time dimensions have often not been explicitly discussed 

and accounted for in the existing studies. Among the attempts to categorise corporate 

sustainability theories, several studies propose particularly useful and original outlooks. 

Klonoski (1991) distinguished three types of theories of the firm with the emphasis on 

corporate responsibility and sustainability. The first group of theories called 

“fundamentalism” perceives organisations as legal entities that are solely liable to maximise 

shareholder returns and comply with the existing state legal framework. The second group 

focuses on the moral agency of the firm viewed as a “moral agent” or “moral person” and 

stands for the organisational moral personhood and accountability for their actions. Finally, 

the third group of sustainability theories are based on postulates from political and ethical 

theories and propose a view of organisation as a “social institution” with social 

responsibilities. 

Garriga and Melé (2004) in their foundational study distinguished four groups of 

theories of the firm confused on corporate responsibility and representing discussions on 

various aspects of the social reality, namely economics, politics, social integration and ethics. 
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The first group emphasises the economic aspect of sustainability and perceives the firm as an 

instrument for shareholder wealth creation. The second group focuses on the power aspect of 

the organisation and its responsibility in the social politics realm. The third group of corporate 

responsibility theories discusses social integration and proposes that the firm should integrate 

social demands. Finally, the focal point of the fourth group is ethics and the premise that 

interactions between the firm and the society should be embedded with ethical considerations. 

In should be mentioned that Garriga and Melé (2004) classified corporate responsibility 

theories based on their main focus, however, admitting that in many cases theories incorporate 

more than one aspect. Moreover, they proposed that “the concept of business and society 

relationship must include these four aspects or dimensions and some connection among them 

must exist” (2004: 64). 

Windsor (2006) also suggested three key approaches to corporate sustainability in 

organisational studies. Firstly, economic responsibility theories stand for a minimalist 

approach to corporate responsibility, where the primary corporate duty of creating wealth is 

only restricted by utilitarian and investor property rights rationales (Sternberg, 1996). 

Secondly, ethical responsibility theories advocate for strong corporate self-restraint and 

altruism duties and expansive public policy strengthening stakeholder rights. Finally, the 

corporate citizenship perspective invokes a political metaphor but does not discover any subset 

of ethical principles yielding corporate competitive advantage. The long-standing ethical 

responsibility approach and the revived economic responsibility perspective hold antithetical 

premises based on competing moral frameworks and political philosophies (Windsor, 2006). 

A solid theoretical integration should put commercial profitability within a moral framework, 

which is capable of accounting for both the economic rationality and the ethical rights and 

liabilities of the firm. 

2.3.1 Descriptive Comparison of the Main Perspectives on the Role and 

Responsibilities of the Firm 

The ethical and the economic perspectives on the role of the firm are often perceived 

as mutually exclusive with little conceptual overlay. Windsor (2006) suggested that future 

studies should search for a theoretical integration of the utilitarian moral principles underlying 

the economic perspective and the philosophical foundations of the ethical perspective, which 

draws from the Immanuel Kant’s ideas of “duty” and “good will” and John Rawls’s theory of 

justice. The corporate citizenship perspective is most applicable to the context of the 

multinational enterprises with global representation across different legal jurisdictions. An 
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instrumental interpretation of this theory perceives social responsibility as a strategic activity 

aimed at strengthening corporate political standing, building corporate reputation and 

obtaining strategic opportunities for business growth. An ideal version of the corporate 

citizenship view evokes voluntarism and human rights arguments often without accounting 

for the economic basis of managerial decisions (Moon et al., 2005). 

It could be argued that the economic and the ethical perspectives share two common 

themes. Firstly, both of them assert the importance of improving general welfare (Windsor, 

2006), however, in their own different interpretations. Thus, economic responsibility theories 

resting on the invisible hand of the market arguments of Adam Smith, limit organisational 

liabilities to maximising shareholder returns on capital. Instrumental corporate citizenship 

theories also advocate against organisational responsibility to contribute to public good and 

focus on managerial discretion in choosing corporate social policy. However, since such 

utilitarian approach was criticised by Friedman (1970), the economic theory has seen multiple 

attempts to rework these premises. Ethical responsibility theories and ideal corporate 

citizenship approach emphasise contributing to social benefit as one of the organisational 

duties and protects the rights of multiple stakeholders. Secondly, both the economic and the 

ethical perspectives stand for the public policy compliance (Windsor, 2006). Nonetheless, this 

does not substitute a unifying ethics as compliance could often constitute a practical 

prerequisite separate from moral charges. Economic responsibility theories and instrumental 

corporate citizenship perspective advocate for limited public policy involvement and take 

political standing on community support as an instrument of strengthening corporate market 

position. Ethical responsibility theories, on the contrary, build on the Aristotelian tradition and 

support extensive corporate involvement with public duties. From the economic perspective, 

it contends for inadmissibly broad social liabilities (Donaldson & Preston, 1995). Ideal 

corporate citizenship perspective further proposes voluntary corporate altruism for fulfilment 

of fundamental human rights.  

The economic and the ethical perspectives on the role of the firm substantiate 

competing moral frameworks and political philosophies (Windsor, 2006). Recent attempts to 

redefine the relationship between the firm and the society have led to these two frameworks 

sometimes being evaluated based on their “moral rightness,” paying little attention to the 

underlying discussion of the purpose of the organisation. The appraisal contrasts the utilitarian 

corporate performance focused view protecting shareholder rights and minimal public 

intervention with the altruistic corporate duties-oriented approach supporting stakeholder 

rights and extensive community involvement (Donaldson & Preston, 1995). The economic 

responsibilities perspective supports bounded discretionary and imperative responsibilities 
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(Friedman, 1970). From their viewpoint, in the long-term perspective the society would benefit 

from limited interventions in the market dominated by self-interested organisations (Jensen, 

2002). The ethical responsibility approach denies such possibility and advocates that impartial 

moral consideration by the firm is fundamentally important for achieving socially desirable 

outcomes of corporate activities. 

The corporate citizenship theory has often been perceived to take an intermediate 

position between the economic and the ethical responsibilities perspectives. Though 

combining certain foundations of both perspectives, this theory does not offer a satisfactory 

synthesis sufficient for fully incorporating sustainability thinking into the theory of the firm. 

Moreover, within the corporate citizenship theory two rather conflicting interpretations could 

be pointed out, with the instrumental citizenship reflecting the economic responsibilities 

standing and the ideal citizenship borrowing from the ethics responsibilities approach. 

Windsor (2006), however, suggested that a deeper look is required on the three perspectives 

as either of the corporate citizenship framework appears to have a more pragmatic standing 

than pure economic or ethical responsibilities approaches. 

Instrumental citizenship framework conceptually advances the economic 

responsibilities approach through strategic inclusion of the organisational philanthropy (Logan 

et al., 1997). In doing so, however, it deviates from the focus on maximising shareholder 

returns but does not incorporate the value basis of the ethical approach. The application of 

strategic philanthropy becomes pragmatic and driven by self-interested investments in the 

firm’s reputation and market positioning. Instrumental corporate citizenship further advocates 

for managerial discretion in estimating relative costs and benefits of community initiatives. 

Therefore, it also deviates from the classical economic interpretation, which claimed that 

managerial discretion could contradict interests of both the investors as residual risk-bearers 

and the society (Friedman, 1970). Ideal corporate citizenship conceptually advances the ethical 

responsibilities perspective by pragmatically shifting the emphasis from corporate 

responsibility to corporate reputation (Logsdon & Wood, 2002). Carroll (1995) claimed that 

the four dimensions of corporate responsibility could also be treated as aspects of corporate 

citizenship. Windsor (2006) further proposed that the corporate citizenship language could be 

substituted for corporate responsibility language without losing the moral and public policy 

content. The ideal corporate citizenship framework, however, advocates for greater adoption 

of the universal human rights ideas within organisations without expanding on public policy 

involvement, when it contradicts shareholder interests. It also restrains from using the 

corporate responsibility rhetoric discarded by the instrumentalist perspective. 
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2.3.2 Comparison of the Ethical and the Economic Approaches 

In ethics, the hierarchical standing of competing moral frameworks and political 

philosophies remains undetermined. Rorty (2000) conceptualised the current state of moral 

philosophy as being trapped between Kant and his idea of “duties” and Dewey with his notion 

of “pragmatism”. Kagan (1989: 17-22) warned against a reduced simplistic interpretation of 

the Kantian utilitarianism, which she believed to combine multiple distinct claims, including 

those of the “moral rightness of acts”. By accepting some utilitarian principles and arguing 

with others, the descendants of utilitarianism constructed several theories widely known as 

consequentialism. Thus, Rachels (2007: 173) claimed that the virtue ethics is inseparable from 

“reason or practical wisdom” and focused attention on the notions of duties. He proposed that 

sets of rules have greater importance than individual acts. Kelman (1981: 38) further argued 

that duties could sometimes be a stronger driver than consequences as duties have the power 

to “make an act wrong, even if it would result in an excess of benefits over costs”. The lack of 

consensus over ethical frameworks results in similar ordering issues among the competing 

approaches to the role of the firm, leaving it solely possible to compare and contrast without 

ranking. 

2.3.2.1 The Ethics of Corporate Responsibilities 

The ethical approach to the role of the firm aims to compensate for defects of morally 

indifferent business conduct and stands for the values-conscious stakeholder relations 

management and active participation in the community benefit creation. While incorporating 

postulates from various moral frameworks apart from utilitarianism, ethical responsibility 

theories generally adhere to the idea of impartial moral reflection on conducting business in a 

self-restraint and altruistic manner and supporting costly community initiatives. Altruism here 

is perceived as strategic actions taken to benefit a wide range of stakeholders other than 

providers of capital and actively contribute to social welfare, which should be distinguished 

from philanthropy understood as discretionary act of sharing corporate profits with 

stakeholders. It becomes a managerial decision to self-restrain from exploiting market 

opportunities that might have negative affect over the society or the environment. 

As discussed in the chapter on the history of the corporate sustainability thinking, its 

ethical conceptualisation went through several stages of historical development. Early 

industrialist philanthropy views started developing already in the Gilded Age, when the 

thinking on the purpose of the firm was dominated by individualistic and opportunistic 

postulates of increasing own wealth (see Carnegie, 1900). The Progressive Era brought 
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progressive developments in areas of legal regulation and early scholarly contributions to the 

topic of corporate responsibility (see Clark, 1916). The Great Depression led to the increased 

public interest in organisational rights and liabilities, as well as the boundaries for social 

support and exclusion (see Kreps, 1940). In 1953, Bowen introduced his foundational work 

on the ethics of corporate responsibilities, which started gaining increasing attention in the 

post-war era (Reich, 1996). He asked (1953: xi) “what responsibilities to society may 

businessmen reasonably be expected to assume?” Carroll (1991: 498) proposed that the firm 

encompasses “the economic, legal, ethical and discretionary (philanthropic) expectations that 

society has of organisations at a given point in time”. He conceptualised corporate 

responsibilities as four theoretically independent but empirically interrelated components 

rather than trade-offs. Carroll (1995) further claimed that the four responsibility dimensions 

are morally infused, therefore proposing a theoretical integration of the economic and the 

ethical approaches. 

Broad economic responsibilities to the society that permitted a firm to be created and 

sustained represent a fundamental requirement of the organisational existence. The society 

perceives firms as institutions that produce and sell goods to service the needs of their 

communities. Therefore, organisations generate profit when they add value to the society and 

benefit stakeholders of the business. Focusing on their economic responsibilities, firms employ 

business concepts aimed at increasing their cost-effectiveness and operational efficiency and 

professional concepts focused on augmenting the long-term economic growth (Carroll, 2016). 

Economic, citizenship and ethical perspectives all admit the foundational role of the economic 

role of the firm, however, assigning different importance to accounting for negative 

externalities and contributing to positive causes. The society also establishes ground rules for 

corporate operations expressed in laws and regulations, which reflect the “codified ethics” and 

articulate fundamental postulates of fair business practices. Firms are expected to fulfil their 

legal obligations to social stakeholders and conduct themselves as law-abiding corporate 

citizens. All three perspectives approve of the practical necessity of legal compliance, 

however, profoundly disagreeing on the scope and content of required state regulation, and on 

whether civil lawsuits should be litigated or settled based on merits (Windsor, 2006). 

Carroll (1991) claimed that corporate philanthropy is desirable for the society, as well 

as some organisational stakeholders. The economic view on the role of the firm approached 

philanthropy as discretionary altruism of noncompliant managers violating short-term 

fiduciary responsibility to shareholders or, in certain cases, as prudent altruism aimed at 

preventing public policy interventions into the market (Friedman, 1970). Instrumental 

citizenship conceptualised philanthropy beyond prudent altruism and described it as 



 

 SUSTAINABLE FINANCE AND BANKING THEORY 47 

strategically intended tool for fulfilling long-term fiduciary responsibilities by strengthening 

corporate reputation and market positioning. The ethical perspective on the role of the firm 

and ideal corporate citizenship advocated the important role of organisational altruism, both 

prudent and discretionary, as “socially desirable and morally commendable” (Windsor, 2006). 

From the instrumental corporate citizenship perspective, organisational philanthropy could be 

better positioned as income allocation within economic responsibilities of the Carroll’s 

framework. While the economic perspective views all forms of discretionary corporate 

responsibilities as voluntary wealth relocation away from shareholders, the ethical approach 

presents substantially deeper conceptualisation of the expansive public policy, self-restraint 

approach and corporate altruism. Carroll (1991) positioned the ethical responsibilities of the 

firm between the mandatory economic and legal compliance and the desirable corporate 

philanthropy. He claimed that the society and organisational stakeholders expect the firm to 

demonstrate ethical attitude beyond the mandatory legal compliance. Ethical responsibilities 

view further advocated for a self-restraints approach on behalf of managers, while economic 

responsibilities perspective suggested that managerial role should be free from making moral 

choices that constitute the realm of public policy (Wilson, 1989). 

Wood (1991) based his framework on Carroll’s (1991) multidimensional approach to 

responsibilities of the firm and suggested that all corporate effects over general welfare should 

be taken into account in the discussion of corporate performance. The question whether 

positive organisational contributions in one area could compensate for negative externalities 

in other dimensions, however, remained unaddressed. He also incorporated Davis’s (1960) 

“iron law of responsibility” and claimed that if market competition of the firms has negative 

effect over general welfare, the state should step up and increase regulatory measures. It could 

be argued that the compound moral content and expansive public policy claims of the ethical 

perspective on the role of the firm might create obstacles for corporate managers. It could be 

further acknowledged that the ethical responsibilities framework is “multi-disciplinary and 

composite rather than interdisciplinary and integrated” (Windsor, 2006: 100) and offers little 

consensus on public policy, stakeholder or management issues. The main challenge of its 

practical application, therefore, lays in a broad foundational nature of the ethical approach, 

which synthesises multiple ethical theories and assumes that managerial decisions should be 

attended on a case by case basis. At the same time, the ethical perspective presents a consistent 

and evident focus on impartial moral reflection around rights and responsibilities of the firm 

and the effects of its operations over the general welfare of the society.  

Jensen (2002) suggested that solid interpretation, assessment and prognosis are critical 

to efficient corporate management. Marshall (1920) further claimed that economic perspective 
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on the role of the firm benefits from concise and robust deductive analysis that are absent in 

the ethical approach. Others, however, noted that strategy is rather a process than a formula 

and management itself should be perceived not as a science but as an art (Windsor, 2006). 

Moreover, academic attempts to synthesise the economic and the ethical perspectives face 

demands from the political perspective, which also aims to influence content of public policy 

to adopt broader or narrower stance on liabilities of the firm. The fiduciary responsibility 

framework of the economic approach, which prescribes permissive managerial judgment 

under minimal state intervention, puts moral reflection and morality of the firm in general 

outside the realm of corporate management. Recent financial scandals, however, indicated that 

purely economic perspective and instrumental citizenship could lead to firms violating both 

the fiduciary responsibility and customary business ethics. 

In addition, Dworkin (1978) pointed to the difference between principles and rules. 

He viewed the former as broad and obscure notions hierarchically ordered by relative weights 

and the latter as narrow and precise functional orders. When taken as a rigid rule, the ethical 

perspective on the role of the firm might appear ambiguous and short of logical rigour due to 

its nature of a broad foundational principle. Recent theoretical developments, however, 

suggested that narrow economic or instrumentalist approaches appear insufficient for guiding 

the firm in modern society that keeps strengthening its focus on social and environmental 

dimensions of corporate performance. Moral concerns have become an indispensable part of 

managerial work and general welfare considerations often act superior to legal boundaries and 

fiduciary responsibility. A conflict between the fiduciary responsibility and the social 

responsibility occurs when financial and social outcomes become counterbalanced and a 

welfare transfer between the firm and the society is required. Ethical advice to instrumentalist 

managers, however, remains situational and draws upon evaluation of the relative effects of 

corporate activity over financial and general welfare outcomes. 

2.3.2.2 The Economics of Corporate Responsibilities 

The economic responsibilities perspective on the role of the firm largely does not 

prescribe any ethical liabilities for the firm other than protecting shareholder property rights. 

As described by Adam Smith (1776, Book Four, Ch. 8), consumption serves as a utilitarian 

purpose of corporate performance and sufficient contribution to social welfare: “Consumption 

is the sole end and purpose of all production; and the interest of the producer ought to be 

attended to only so far as it may be necessary for promoting that of the consumer”. This 

utilitarian premise suggests that the society as a whole will benefit from operations of efficient 
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organisations in competitive markets. It could be claimed that, while protecting the rights of 

corporate shareholders, the economic perspective sees them as subordinate to the welfare of 

society as a whole (Windsor, 2006). This position differs from the instrumental citizenship 

approach, which perceives social welfare contributions as a strategic opportunity for 

strengthening corporate standing. Therefore, though utilitarianism incorporates the 

consequentialist thinking and some of its interpretations discuss the general social welfare 

(Wood, 1991), such synthesis is not sufficient to bridge the differences between the two ends 

of the dichotomy. The economic and the ethical perspectives on the role of the firm remain as 

“competing moral frameworks linked to competing political philosophies” (Windsor, 2006). 

The economic responsibilities approach advocates that firms ought not to undertake any 

liabilities other than to maximise shareholder profit. According to this framework, 

organisational liabilities should be determined by the state public policy regulation, which 

might be complemented by customary business ethics. Therefore, the debate between the 

economic and the ethical perspectives unfolds around the inclusion of moral component and 

the scope of public policy.  

The economic thinking on the role of the firm has its foundations in the works of 

Adam Smith and his thesis that stronger economic performance is linked to the discretional 

capital allocation for shareholder profit maximisation within relatively independent and 

competitive markets with minimal public policy: “Without any intervention of law, therefore, 

the private interests and passions of men naturally lead them to divide and distribute the stock 

of every society among all the different employments carried on in it as nearly as possible in 

the proportion which is most agreeable to the interest of the whole society” (Smith, 1776, 

Book 4, Ch. 7, Par. 3). Smith’s postulates suggested a link between the profit-focused 

corporate strategy and the enhancement of social welfare through the mechanism of the 

invisible hand of the market. Proponents of his theory further claimed that state interventions, 

as well as corporate altruism, should be avoided as they could cause unforeseen negative 

externalities. Nonetheless, they admitted the importance of clear minimal regulation for 

achieving socially desirable outcomes. 

Friedman (1970) advocated for minimal state regulation of the market aimed at 

ensuring fair competition that is believed to contribute to the greater general welfare. Smith 

(1776, Book 1, Ch. 10, Par. 82) pointed to the similar tendency of organisations to monopolise 

markets in the absence of state regulation: “People of the same trade seldom meet together, 

even for merriment and diversion, but the conversation ends in a conspiracy against the public, 

or in some contrivance to raise prices. It is impossible indeed to prevent such meetings, by any 

law which either could be executed, or would be consistent with liberty and justice”. Hence, 
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he emphasised the importance of moral rules and impartial moral reflection for protecting free 

market from such corporate behaviour flaws. Friedman (1970) further did not support the ideas 

of corporate altruism and focused on fiduciary responsibility of the firm based on the central 

postulate that economic value generation unavoidably leads to improvements in social welfare. 

Therefore, firms should follow minimal state guidance on competitive market behaviour, and 

moral reflections of corporate management should be reduced to customary business ethics. 

Friedman, however, endorsed an instrumental case for corporate altruism where it is aimed at 

preventing the enlargement of public policy. According to his theorising, the ethical 

responsibilities postulate lacked logical precision and appeared generally vague. Other 

scholars, such as Jones (1995) later also pointed to certain ambiguity and logical inconsistency 

of some stakeholder theory and corporate citizenship postulates. 

The revived economic perspective (Jensen, 2002; McWilliams & Siegel, 2001), 

extended moral postulates of the utilitarian economics to include responses to the growing 

number of claims from multiple stakeholder groups. Jensen (2002) proposed that firms should 

pursue long-term wealth creation opportunities to achieve sustainable value growth rather than 

focus on short-term profit generation. He suggested that accounting for claims from a broader 

range of stakeholders might contribute positively to increasing employees’ productivity. 

Nonetheless, the revived economic perspective still advocated for the priority of fiduciary 

liability towards capital providers within the existing legal framework and customary business 

ethics. It supported resource allocation aimed at maximising shareholder profits and 

considered pursuing other causes based on ethical considerations as “discretionary altruism by 

management at investors’ expense” (Windsor, 2006). Friedman (1970) claimed that 

discretionary corporate altruism negatively affects the market by eliminating distinctions 

between public and private actions. McWilliams and Siegel (2001) further proposed that the 

firm should respond to claims of stakeholders only to the extent that customers are willing to 

pay for such initiatives. The revived economic responsibilities approach, therefore, remained 

consistent with the ideas of Friedman. It was predominantly targeted at analysing the 

behaviour of large publicly traded corporations in a capitalist market economy with minimal 

state intervention for ensuring fair competition and provision of general welfare. The revived 

economic perspective on the role of the firm supported market deregulation and shareholder 

freedom in maximising private wealth, however, advocated for a more instrumental definition 

of the fiduciary responsibility and longer planning horizons (Jensen, 2002). Its stance on 

prudent altruism appeared more flexible and reflected the growing expectations on the firm’s 

liabilities from corporate stakeholders and society as a whole. 
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Marshall (1920: 759) suggested that the economic perspective on the role of the firm 

aims to logically link propositions with the outcomes in its empirical interpretations of 

economic problems that more often appear as sets of mutually determining elements rather 

than chains of causation (Windsor, 2006: 105): “Economic language seems technical and less 

real than that of common life. But in truth it is more real, because it is more careful and takes 

more account of differences and difficulties”. It could be further claimed that while the ethical 

perspective grapples with the theoretical complexity in its discussion on the role of the firm, 

the economic approach tends to abstract from it. Even from a strictly economic perspective, 

negative externalities of organisational activities harming social welfare result in costs for 

shareholders. However, the economic approach and instrumental citizenship proposed that 

internalising the costs for production side effects reduces financial performance of the firm 

and suggested that the affected parties should be compensated through social welfare. 

Therefore, they advocated for the fiduciary responsibility rule of the classic economic theory. 

They argued that firms should not discretionally take these liabilities beyond their legal 

compliance. However, even in the absence of public policy or moral constraints, the growing 

pressure from stakeholders often pushes organisations to internalise such externalities. In order 

to regulate liabilities for negative externalities, broader public policy and ethical 

considerations by management become desirable for firms. By extension it could be claimed 

that the economic perspective signals desirability of moral reflection on organisational 

liabilities in the absence of strong public policy (Windsor, 2006).  

2.3.3 Implications for Research on Sustainable Finance and Banking 

Adam Smith (1776, Book 4, Ch. 7, Par. 3) in his discussions of the East India 

Company proposed that the sole focus on shareholder profit maximisation is likely to lead to 

corporate conspiracies against public interest. Following the trends of the late twentieth 

century towards market liberalism, privatisation and competition, recent scandals in the 

financial sector brought back the discussion on moral grounds and ethical commitments of 

firms and their managers. These developments led to span in the discussion of the role of the 

firm in society and further delineation of competing explanations from the economic, the 

ethical and the corporate citizenship perspectives. Both the ethical approach and shareholder 

wealth maximisation theory have been criticised for their supposed inability to adequately 

capture new market tendencies and provide corporate managers with effective tools for 

contributing to general welfare. Moreover, the growing significance of multinational 

enterprises (MNEs) in the global economy supported the development of the corporate 
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citizenship discourse, which incorporates many ideas from the economic and the ethical 

approaches, as well as a political metaphor. This metaphor changed the vector of the role of 

the firm discussion and was often perceived as an attempt to find a middle ground between the 

economic and the ethical perspectives. 

While individuals are natural citizens of a state, corporations could be perceived as 

artificial citizens (Windsor, 2006) that have both rights and liabilities. Adam Smith (1759: 

339) associated prudent citizenship with self-restraint and altruistic behaviour spreading 

beyond personal benefits: “He is not a citizen who is not disposed to respect the laws and obey 

the civil magistrate; and he is certainly not a good citizen who does not wish to promote, by 

every means in his power, the welfare of the whole society of his fellow-citizens”. The existing 

theories have not reached consensus on whether artificial citizens should possess equal rights 

and responsibilities to natural citizens. The idealised corporate citizenship guided by the 

Aristotelian ethics advocated for firms carrying a greater burden of moral duties. The 

instrumental approach, on the contrary, viewed corporate citizenship as a tool to obtain 

benefits and avoid costs, and perceived contributions to social welfare as strategic investments 

in corporate reputation and market opportunities.  

Recent financial scandals substantially affected the course of the role of the firm 

debates, drawing attention to problems of supporting legal boundaries with business ethics and 

stakeholder responsibility ideas. On the one hand, a tendency appeared to increase market 

regulation and strictly determine fiduciary responsibilities (Palepu & Healy, 2003). On the 

other hand, a second trend could be noticed to increase corporate voluntarism. Thus, in 2001 

the European Commission introduced the Green Paper on corporate responsibilities to account 

for liabilities of firms within the European Union through consultations with various 

stakeholder groups on discretionary ways to address them in the absence of the developed 

regulation. Furthermore, the UN Global Club represented another effort to grow corporate 

participation in multilateral initiatives on human rights, labour rights and environmental 

sustainability. Even though these approaches fall in line with the framework of the 

instrumental citizenship, they represent a sustained effort to raise standards of business 

conduct to meet high ethical criteria prescribed by the ideal corporate citizenship. 

Jones (1995) summarised a number of attempts to develop a widely accepted 

paradigm or integrating framework from the fields of business and society. He discussed 

several integrating attempts including the corporate social performance, the social control of 

business and the stakeholder frameworks. Jones (1995) suggested that the instrumental 

stakeholder approach has the potential to synthesise important postulates from the economic 

and the ethical views of the firm. He proposed a formal instrumental theory of stakeholder 
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management, which he believed to be a synthesis of “the stakeholder concept, economic 

theory, insights from behavioural science, and ethics” (Ibid: 404). This framework discussed 

the nature of contracting through the analysis of the agency and the transactions cost theories 

and emphasised the role of ethics in efficient contracting developed. Jones (1995) proposed 

that voluntary adoption of moral behavioural standards by firms has great potential to limit or 

eliminate opportunistic behaviour, as mutual cooperation between agents and principals will 

reduce opportunism and, consequently, transaction costs. He further advocated that 

incorporation of good ethics in contracting relationships, such as trust, trustworthiness, 

cooperativeness or other attributes highly valued by organisational stakeholders, could be 

beneficial for the competitive market positioning of the firm.  

Economists and moral philosophers since Adam Smith have been suggesting that free 

competitive market functions more effectively when market participants share basic 

fundamental values of honesty and integrity. Thus, North (1981: 19) claimed that “the absence 

of some degree of individual restraint from maximising behaviour would render the political 

or economic institution nonviable”. This idea of shared values could also be associated with 

Friedman’s (1970) framework of customary business ethics and applied to the discussion of 

the relative efficiency of state interventions into the market and self-restraint altruism of 

corporations (Windsor, 2006). Voluntary attempts of firms to build trust with their 

stakeholders lead to mutual cooperation and reinforcement of positive behaviour among 

partners involved in the transaction, therefore, contributing to greater reliability and lower 

opportunism of all market participants. Jones (1995: 430) applied these insights to discussing 

corporate social performance, a concept closely related to corporate responsibility and 

sustainability, which he proposed to view as “the contracting relationship rather than particular 

behaviour”.  

Jones’s proposal, therefore, was based on the premise of trustworthy behaviour on 

behalf of both agents and principals, who are guided by instrumental rather than moral 

considerations. It focused on the instrumental assessment of competitive advantages that a 

firm could acquire from meeting ethical demands of its stakeholders and did not rely on the 

impartial moral reflection from managers. The instrumental citizenship appeared socially 

satisfactory in cases when it is aimed at contributing positively to general welfare. However, 

it does not have inbuilt mechanisms of preventing firms from sliding into misconduct. Dodd 

(1932) criticised multi-principal approach to discretionary agent duties and advocated for 

strong reinforcement mechanisms for protecting the legal rights of stakeholders. Likewise, 

Preston and Post (1975) proposed that corporate responsibilities cannot be decided by 

managerial discretion and should be defined by the state welfare policy. Recent corporate 
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scandals in the financial sector supported the argument that no agent can objectively represent 

several constituencies and should, therefore, operate as a trustee of public interest (Windsor, 

2006). 

Management practices prior to the recent financial crisis have been predominantly 

guided by the focus on shareholder profit maximisation due to the three main reasons. Firstly, 

shareholder wealth maximisation strategies have proven to have enormous success in the 

market allowing MNEs maintaining disproportionately large share of the global capital. This 

strengthened market trust in the superiority of the fiduciary responsibility argument in 

achieving capital growth, however, leaving unattended the question of distributing the 

resulting wealth to contribute to general welfare. Secondly, market deregulation and 

privatisation have been dominant global trends in search of market efficiency, which in cases 

of lack of the state regulation and enforcement mechanisms created incentives for corporate 

misconduct. Finally, many scholars have pointed to the role of business education in 

promoting utilitarian wealth maximisation ideology based on the economic approach 

postulates of the market liberty, property rights and minimal welfare policy (Pfeffer & Fong, 

2004; Starkey et al., 2004). Recent corporate scandals draw attention to the limitations of the 

economic approach to the role of the firm and brought back the question about the ethical 

component of managerial discretion. 

These recent developments had considerable effect on the debate of the role of the 

firm in society and attempts to find a middle ground between the economic and the ethical 

approaches. The economic responsibilities framework excludes discussions of the moral side 

of market participants solely expecting them to fulfil their fiduciary responsibility. 

Consequently, economic actors cannot be trusted to objectively represent the interests of their 

principals or ensure the maximisation of social welfare. Ethical responsibilities perspective, 

on the contrary, expects all market participants to engage in impartial moral reflection, which 

could be otherwise reinforced through the expansive public policy. The corporate citizenship 

perspective partakes these premises proportionally to whether one follows the instrumental or 

the ideal framework (Windsor, 2006). Its proponents suggested that the focus should be moved 

from the fiduciary responsibility of managers not to the managerial discretion, which often 

causes agentic misconduct, but to the ways of incorporating moral reflection into the existing 

practice and instances where corporations must contribute to social welfare. Therefore, 

corporate citizenship affirms that ethical liabilities of the firm are “a legally and socially 

desirable buffer between market selfishness and expansive public policy” (Ibid: 110). 

Moreover, Adam Smith proposed that the growth in corporate wealth should lead to a greater 

compassion in the market, which could be further reinforced by ethical education (Ghoshal, 
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2003). Carroll also suggested that moral behaviour of market participants creates conditions 

for shifting the emphasis from the fiduciary responsibility of the firm to the moral reflection. 

The conflict between the economic and the ethical approaches to the role of the firm 

could be perceived as the dichotomy between the fiduciary responsibility rule and the broad 

corporate responsibilities ethics, which appears ambitious due to the lack of clear 

conceptualisation of organisational rights and duties as either hierarchical or evened. While 

the fiduciary responsibility describes relationships between agents and principals, it offers 

little insight on conflicts between profit maximisation goals and illicit damage to stakeholder 

interests. The discussion on corporate responsibilities unfolds around principal–principal 

relations, where the society is perceived as a superior principal (Windsor, 2006). Corporate 

social responsibilities (CSR) theory (Carroll, 1991; Jones, 1995) further stated that in the 

situations of impairment of legal or ethical rights of stakeholders, they should be treated 

superior to corporate shareholder interests. In the sustainable finance and banking theory this 

foundational premise often appeared weaker in comparison with logical and lawful rule of the 

fiduciary responsibility, when applied to corporate strategy. The theoretical struggle concerns 

legal and political dimensions of the role of the firm, such as socially embedded values, power 

relations and opinions on public interest, and related arguments about wealth maximisation, 

stakeholder satisfaction and strategic philanthropy (Windsor, 2006). 

Despite the growing stakeholder claims for extended corporate responsibilities and 

theoretical and practical recognition of those claims, lack of satisfactory synthesis of the 

economic and the ethical perspectives remained the main obstacle for developing the corporate 

responsibilities discourse. Many scientists pointed to the importance of keeping the 

multiplicity of perspectives and contradicting research streams and traditions for both 

academic and managerial purposes. Economics as a science focuses upon rigorous logic 

confirmed by empirical tests and typically limits the discussion of moral judgement to private 

values and public policy. Moral philosophy, on the contrary, while keeping both logical and 

empirical grounds, makes claims about the right and wrong of business conduct. CSR 

framework examines “moral rights of individuals in relationship to businesses and moral 

duties of businesses in relationship to social outcomes” (Windsor, 2006). Friedman (1970) 

perceived discretionary CSR exercised by managers and shareholders as socially dangerous 

due to its similarities with the socialist thinking. Fuchs et al. (1997) proclaimed that many 

misalignments among the economic theories are concerned with values and limits. They 

perceived the economic perspective on the role of the firms a science of markets and 

institutions and a doctrine of corporate relations with the government and with the society. 
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Therefore, neither the economic nor the ethical perspectives are free of value judgements or 

practical content. 

It could be summarised that contemporary scholarship developed little basis for the 

theoretical synthesis of the economic and the ethical perspectives on the role of the firm. In 

both “The Theory of Moral Sentiments” (1759) and “The Wealth of Nations” (1776), Adam 

Smith apprehended an important function of the moral reflection for the firm. He proposed the 

notion of an impartial spectator, whose role is to objectively evaluate the market situation 

accounting for both personal and public interests. Smith (1759) further suggested that ethical 

and economic considerations should be jointly implemented in practice with the former 

underlying the latter. At the same time, Smith (1776) predicted that economic motives would 

commonly prevail in the market behaviour of the firm and still suggested that economics 

should take ethical norms into account. Economic approach to the role of the firm still 

maintains its analytical distance from ethics mainly focusing on general welfare. Smith’s 

statement regarding the market security and justice as foundational requirements for the fair 

competition were further developed by Jones (1995), however, his stance on public policy and 

moral reflection remained rather narrow. 

2.4 Synthesised Approach to the Role of the Firm as the Economic and the 

Ethical Actor 

From the economic perspective, the purpose of the financial services organisations is 

to create value for their beneficiaries. While they may have goals around developing the 

communities in which they are embedded, they remain governed by the commercial banking 

institutional logic, which prescribes profit maximisation through commercial operations as 

their primary performance objective (Jensen, 2002; McWilliams & Siegel, 2001). Under the 

economic perspective, financial performance remains the main anchor for liability within the 

financial services institutions. On the contrary, organisations governed by the ethical 

perspective on the role of the firm aim to serve public rather than private interests and advance 

the community prosperity through their operations (Carroll, 1991; Wood, 1991). Therefore, 

liabilities in these organisations focus on fulfilling their social mission through serving the 

community (Dossa, 2013). Consequently, their success is measured in terms of progress 

towards fulfilling their social mission. Organisations governed by ethical goals typically 

represent the non-profit organisational form with limitations around profit and assets 

distribution, which is aimed to prevent any form of equity financing or ownership that could 

compromise the public purpose for private gains (Fishman, 2003).  
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Despite the long admitted conceptual possibility to synthesise the economic and the 

ethical approaches to the role of the firm, limited perspectives managed to present a balance 

view and apply it to organisational practice. Previous literature acknowledged that sustainable 

banks perceive themselves as the economic and the ethical actors based on their simultaneous 

commitment to the community development and the financial profitability goals (Dossa, 2013; 

Ebrahim e al., 2014). As such, sustainable banks have been previously conceptualised as 

hybrid organisations that combine both business and non-profit aspects at their core (Battilana 

& Lee, 2014; Besharov & Smith, 2014; Ebrahim et al., 2014). The hybridity discussion mainly 

evolved around micro-finance organisations that aim to extend financial services to previously 

excluded individuals and organisations, thereby, helping lift them out of poverty.  

The existing theory further distinguished between the two ideal types of hybrid 

organisations based on the degree of integration between the economics related and the ethics 

related sets of activities (Battilana & Lee, 2014; Lee, 2014; Ebrahim et al., 2014). The first 

type referred to as integrated hybrids, fulfil their organisational mission by integrating 

beneficiaries as customers and meeting their needs throughout the same set of activities. The 

second type, differentiated hybrids, represents a case where the community development 

activities are kept separate from the commercial ones. Therefore, customers and beneficiaries 

in differentiated hybrids refer to two different groups of stakeholders. The income created by 

the commercial activities is used to support the community development activities targeted at 

the organisational beneficiaries who are not the primary customers of the goods or services. 

Ebrahim et al. (2014) claimed that micro-finance organisations represent the integrated model 

as they pursue their community development goals by providing loans to their beneficiaries 

who are at the same time their customers. Therefore, their main activities simultaneously 

enable them both to fulfil their ethical role and to generate profit to sustain their operations. 

Other types of sustainable finance and banking organisations, however, have not been 

explored from the hybridity perspective and might represent an integrated as well as a 

differentiated form. 

In addition to adhering to demands from multiple performance goals stopping from 

organisational understanding of its role in society as having both the economic and the ethical 

responsibilities, sustainable banks face liabilities to multiple principal stakeholders (Ebrahim 

et al., 2014). The problem of multiple principal stakeholders is not unique to sustainable banks, 

but it is arguably more profound than in conventional financial institutions or non-profit 

organisations. The problem sustainable banks face is how to align inconsistent interests of 

multiple stakeholders, who are the demanders of the economic and the ethical responsibilities, 

and how to prioritise their interest if they come into conflict. The conventional banks, 
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representing the economic approach to the role of the firm, are liable to multiple stakeholder 

groups, including investors, depositors and borrowers. On top of it, they face demands from 

other institutional actors, such as the government, financial regulators, industry groups, local 

communities and NGOs (Austin & Ebrahim, 2010). According to the stakeholder theory 

(Donaldson & Preston, 1995; Freeman, 1984), organisations prioritise among stakeholder 

groups according to their power, legitimacy and urgency of their claims. The agency theory 

(Eisenhardt, 1989a) suggested that the interests of organisational owners or shareholders 

assume primacy over those of other stakeholder groups. Furthermore, both theories claimed 

that greater value results from the alignment of interests, so organisations are more likely to 

assign greater importance to interests of other stakeholders if they are material to the 

organisational performance (Jensen & Meckling, 1976; Jones, 1995). Studies of non-profit 

organisations, governed by the ethical approach to the role of the firm, on the contrary, 

reported on a persistent tension between liability towards the owners of key resources, such 

as donors, powerful foundations and governments, and towards the beneficiaries, who 

commonly have less power despite attending to their needs constituting the mission of a non-

profit organisation (Ben-Ner, 2002; O’Dwyer & Unerman, 2008). The existing literature 

highlighted the potential conflict of interest between these groups (or at least divergence of 

interests) and an implied tension at the organisational level between “upward accountability” 

demands of powerful donors and “downward accountability” toward beneficiaries (Edwards 

& Hulme, 1996). 

Hybrid approach to the role of organisation removes the need for hierarchical 

prioritisation of the community development and the financial profitability goals, therefore 

providing a solid basis for synthesising the economic and the ethical approaches to the role of 

the firm. It also orientates organisations towards incorporating multiple stakeholder claims 

based on parameters other than power, legitimacy and urgency, as was suggested by the 

existing theories of the firm. This research adopts hybrid approach to the role of the firm in an 

attempt to synthesis the economic and the ethical perspectives. In organisational studies, the 

concept of hybridity started with the premise that organisations are products of a prevailing 

social context and do not exist independent of it. Thus, Meyer and Rowan (1977: 345) claimed 

that “the building blocks for organisations come to be littered around the societal landscape; 

it takes only a little entrepreneurial energy to assemble them into a structure”.  

Literatures on organisational identity (Albert & Whetten, 1985; Glynn, 2000; Pratt & 

Rafaeli, 1997), organisational forms (Hannan & Freeman, 1986; Polos et al., 2002) and 

institutional logics (Besharov & Smith, 2016; Greenwood et al., 2011; Pache & Santos, 2010) 

have made theoretical contributions to the discussion of organisational hybridity. While these 
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perspectives have rarely spoken to each other directly, Battilana and Lee (2014) proposed that 

they offer complementary insights into the ways firms experience hybridity. Discussions of 

hybridity from the perspectives of organisational identity, organisational form and institutional 

logics have been often reported to present largely convergent insights, despite having evolved 

from different streams of organisational theory. This study focuses on the concept of 

organisational identity, which in its turn is based upon institutional logics and organisational 

forms that provide the “cultural materials that organisational members assemble” (Glynn, 

2008: 426). The next chapter will discuss the notion of organisational identity and its 

contributions to the discussion of organisations that combine the economic and the ethical 

views on the role of the firm.  

2.5 Chapter Summary 

This chapter provided an overview of the major theories of the firm and their 

contributions to sustainability discourse. Building on the studies of Seth and Thomas (1994) 

and Lozano et al. (2015), it conceptualised theories of the firm along three directions: (1) 

corporate entity or personality perspective, which focuses on the establishment of firm as a 

legal person; (2) corporate nature perspective, which analysis the reasons of firm existence 

and its relations with other constituencies; and (3) corporate obligations perspective, which 

discusses organisational responsibilities in society. It further discussed the ethical and the 

economic approaches to the role of the firm. The former advocates for the extended 

organisational responsibilities to contribute to the general welfare, whereas the latter supports 

the priority of the shareholders’ interests. The chapter discussed the current state of the debates 

on the role of the firm and their implications for research on sustainable finance and banking 

organisations. 

In addition, the chapter addressed previous calls for finding a common theoretical 

ground between the economic and the ethical perspectives. It critically analysed the existing 

discussions on the economic and the ethical approaches to the role of the firm and presented 

the pluralistic identity organisation theory, which was suggested as a viable attempt to 

synthesise the opposing perspectives. When applied to sustainable finance and banking 

organisations, pluralistic identity organisation approach to the role of the firm allows to avoid 

the hierarchical prioritisation of the community development and the financial profitability 

goals. The chapter further discussed that, although plurality has been previously 

conceptualised in terms of organisational identities, organisational forms and institutional 
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logics, this thesis will focus on the notion of organisational identity, which will be thoroughly 

discussed in the following chapter.
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CHAPTER 3 

PLURALISTIC ORGANISATIONAL IDENTITY IN 

BANKS: 

Identity, Orientation and Research Agenda 

 

3.1 Introduction 

Following up on the role of the firm discussion from Chapter 2, the conceptual 

possibility to synthesise the economic and the ethical perspectives is further discussed here. 

The study focuses on the theoretical implications of combining organisational roles of the 

economic and the ethical actor for the identity of the firm. The concept of organisational 

identity is introduced and the main theoretical conceptualisations of identity plurality as a way 

to capture the “hybrid” role of the firm as an economic and an ethical actor are compared and 

contrasted. Thus, the chapter provides a detailed overview of the hybrid identity theory (Albert 

& Whetten, 1985; Battilana & Dorado, 2010; Foreman & Whetten, 2002; Glynn, 2000; 

Golden-Biddle & Rao, 1997) and the multiple identities theory (Corley, 2004; Pratt & 

Foreman, 2000; Pratt & Kraatz, 2009; Sillince & Brown, 2009). It further analyses the 

implications of identity plurality research for sustainable finance and banking organisations 

and discusses internal and external liabilities of identity plurality for the firm. 

3.2 The Concept of Organisational Identity 

The notion of identity has extensive conceptual reach. Previous research has shown 

that it can shape, sustain and steer collectives in the similar manner as it does individuals 

(Albert & Whetten, 1985; Brickson, 2005; Corley & Gioia, 2004; Dutton & Dukerich, 1991; 

Foreman & Whetten, 2002; Gioia et al., 2000; Hatch & Schultz, 2002; Patvardhan et al., 2015). 

Organisational identity is the members' collective, shared sense of who they are as an 

organisation (Albert & Whetten, 1985; Stimpert et al., 1998). It represents insiders' central 

perceptions and beliefs about what distinguishes their organisation from others and provides 

a foundation for presenting the organisation to external audiences (Hatch & Schultz, 2002). In 

their original work defining the concept, Albert and Whetten (1985) conceptualised 

organisational identity as those characteristics collectively understood by an organisation's 
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members to be central, distinctive and enduring. These defining aspects are presumably stable 

and resistant to attempts at alteration because of their strong connection to the organisation's 

foundation and history. Although Albert and Whetten acknowledged that identity might 

change, they also argued that change occurs slowly and over long periods of time.  

In line with Albert and Whetten’s (1985) seminal work, Pratt and Foreman (2000: 20) 

described organisational identity as consisting of “those attributes that members feel are 

fundamental to (central) and uniquely descriptive of (distinctive) the organisation and that 

persist within the organisation over time (enduring).” Organisational identity is about the self-

definition of a collective (Pratt, Schultz, Ashforth, & Ravasi, 2016) and as such is 

“fundamentally a reflexive, self-referential, self-defined concept” (Gioia, Price, Hamilton, & 

Thomas, 2010: 34). Explaining how an organisation is both similar and different from others 

(Pratt et al., 2016), organisational identity is relational and comparative in nature (Foreman & 

Whetten, 2016). Moreover, as a central organising characteristic, identity affects how strategic 

issues and problems are addressed, making it a key intangible element in any organisation 

(Glynn, 2000).   

As other scholars have observed (Whetten, 2006; Whetten & Godfrey, 1998), it took 

some time for the organisational identity concept to attract interest from organisational 

researchers (Gioia & Thomas, 1996; Golden-Biddle & Rao, 1997). In the past few decades, 

the topic has been featured in an increasing number of organisational studies, which generated 

some vivid ontological (Gioia & Hamilton, 2016) and epistemological (Gioia et al., 2013) 

debates, helped explore different interpretations and applications of the notion (Dutton et al., 

1994; Reger et al., 1994), as well as its interrelation with other related concepts (Gioia et al. 

2000; Hatch & Schultz, 1997). In the existing literature, the origins of organisational identity 

have been most often derived from the expression of founders’ values (Hannan et al., 2006; 

Rodrigues & Child, 2008; Scott & Lane, 2000), organisational form (Hsu & Elsbach, 2013; 

Pólos et al., 2002), industry membership (Rao et al., 2000) or other processes that have not 

been adequately studied (Gioia et al., 2010).  

Organisational identity scholars have a long-standing tradition of confining the notion 

of identity with an “entity” status and ascribing to it facets and attributes that make identity 

“substantive” (Watson, 2016). Recently, academics started posing the question of whether 

organisational identity is substantive at its core and should be studied as an entity or more 

ethereal and could be better captured as an ongoing dynamic process. The first approach treats 

organisational identity as a substantive entity, whose essence could be captured in a set of key 

attributes. The dominant presumption within this “content” discourse is that identity could be 

perceived as static in character and therefore described through a set of key features associated 
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with the entity. Proponents of this view suggest that multiple attributes may be ascribed to the 

organisation through the process of constructing organisational identity, and those attributes 

could be complementary, supplementary or competing (Glynn, 2000; Golden-Biddle & Rao, 

1997; Seo & Creed, 2002).  

The second approach, on the contrary, puts emphasis on mutability and dynamism of 

organisational identity. It argues that identity is a fluid concept and, therefore, could be better 

captured in more vibrant processual terms. Supporters of the process view on organisational 

identity advocated for conceptualising the notion in terms of “flow”, “narrative” or “work” – 

that is, as something continually under construction (Schultz et al., 2012). Scholars within this 

stream of research suggested that the character of organisational identity does not reside in 

tangibles and observables, and attributes and practices might only act as manifestations and 

signs of identity. The processual view of organisational identity is supported by William 

James’ old observation that, “What really exists is not things made but things in the making” 

(1909/2014: 352). Other scholars continued this line of thinking, suggesting that 

organisational identity is an inherently dynamic notion that might be better conceived as a 

“thing in the making”, rather than a “thing made” (Gioia & Hamilton, 2016). Gioia and 

Patvardhan (2012) further claimed that refocusing attention on organisational identity as 

process and flow could help highlight the parts of it that “might be seen but not noticed”, as 

was pointed out by Henri Bergson in his essays on the creative mind in 1946. 

The construction of identities, which could be understood as the processes through 

which actors in and around organisations involve in process of constructing, negotiating, 

performing, reconstructing and legitimating organisational identity, remains a critically 

important topic within the organisational studies (Corley et al., 2006; Czarniawska-Joerges, 

1994; Gioia et al., 2010; Lerpold et al., 2012). As I mentioned in the previous chapters, 

research has explored organisational identity as both a fairly stable set of characteristics 

(Albert & Whetten, 1985) and as a negotiated process (Gioia et al., 2010) and has provided 

considerable evidence to support either view. Therefore, “both-and” framing could be 

beneficial to ensure a more comprehensive understanding of organisational identity (Ashforth 

& Reingen, 2014; Clark et al., 2010; Clegg et al., 2007; Hatch & Schultz, 2002). Attribute-

focused descriptions of identity are best suited to capture the main features that members 

consider to be essential to the conception of their collectives, while the process-focused 

approach helps develop a sense of the continuous, ongoing process of identity as a set of 

enactments and accomplishments. In this thesis, I would like to acknowledge recent trends 

gravitating towards adopting a more “both-and” approach and demonstrate how the 
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sustainable banking identity is experienced as both a characteristic and a process by the GABV 

banks. 

Schultz et al. (2012) advocated that putting the process approach at the basis of 

organisational identity research does not imply denying the existence of content but shifting 

emphasis to the processes involved in the construction of organisational identity. Gioia & 

Hamilton (2016) further suggested that in order to reconcile the paradox of organisational 

identity as simultaneously the content and the process, the notion could be better expressed as 

a gerund rather than a noun. Gerunds as nouns in form and verbs in function strongly suggest 

a view of identity as a set of ongoing accomplishments that are either repeatedly affirmed or 

incrementally adjusted. Gerunds help portray the identity formation and change as a kind of 

dynamic “performing art,” rather than a static “fine art” (Gioia & Hamilton, 2016: 13). This 

thesis follows their advice and approaches organisational identity in the gerund form to 

combine the content and the process views. Proponents of the content approach to 

organisational identity drew from Albert and Whetten’s (1985) classic definition of the notion 

as the distinctive, core and enduring features of an organisation, pointing to the continuity and 

cohesion emphasised in their early conceptualisation. Other scholars, however, suggested that 

there are processes to be studied even if we widely agree that identities are enduring. Thus, 

Cardador and Pratt (2006) articulated three bases for incorporating process thinking into 

organisational identity studies: behavioural (Lerpold et al., 2012; Pratt & Foreman, 2000), 

relational (Porac et al., 1989; Whetten, 2006) and symbolic (Brown, 2006; Czarniawska-

Joerges, 1994). These bases correspond to the fundamental elements of organisational identity 

construction, which Pratt (2012) conceptualised as doing, acting and interacting and Schultz 

et al. (2012) as interactions, associations and conversations.  

The first, behavioural, component of organisational identity suggests that identity 

forms in the act of doing or in practice (Lerpold et al., 2012). Similarly, structural symbolic 

interactionists discuss the importance of roles, which are organised around behaviours, to 

identity formation. While some treatments of the role are relatively static, research (Turner, 

1981) has also emphasised agency and action by focusing not only on role-taking (adopting 

roles), but also on role-making (modifying roles). Thus, it could be claimed that identity 

researchers have a long tradition of studying cognitive or social structures as dynamic. More 

recently, process-oriented researchers of organisational identity, interested in studying identity 

work, noted the importance of the process of “doing, acting and interacting” (Pratt, 2012). 

Thus, at the micro level, Pratt et al. (2006) looked at how individuals develop professional 

identities through working and how these identities are contested and validated at the 

workplace. Authors concluded that the process of identity construction involves both “acting” 
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and “reacting” with other stakeholders in the social environment. Similarly, previous research 

at the organisational level reported that organisational identities are constructed through 

articulating visions, negotiating and contesting identity claims, achieving consensus on 

meanings, attaining optimal distinctiveness and legitimising identity claims with stakeholders 

(Gioia et al., 2010; ). In other words, it could be agreed that existing research has put “doing” 

at the foundation of identity formation both at individual and collective levels.  

It could be further claimed that existing research within the process view of 

organisational identity has been built around the triad of sense-making, identity and action 

processes (Fiol, 1991; Gioia & Chittipeddi, 1991; Pratt, 1998; Ravasi & Schultz, 2006). Gioia 

et al. (2010) suggested that through performing this dynamic cycle organisations construct 

their identities by taking on new meanings about themselves and their stakeholders. Following 

a similar logic, structural symbolic interactionists (Burke, 1991; Schultz et al., 2012; Stryker 

& Burke, 2000) pointed to the importance of external verification of identity, which Pratt 

(2012) referred to as the relational component of identity. This relational approach to 

organisational identity emphasises the importance of categories for constructing identities, as 

they help depict differences between members and non-members of a collective and set 

boundaries for in-group versus out-group distinctiveness (Pratt, 2003). Therefore, building on 

the importance of acting and inter-relating for identity construction (Langley & Tsoukas, 

2010), it could be further claimed that organisational identity cannot be thoroughly perceived 

and studied without observing dynamic processes of organisational interactions.  

The third component of identity formation noted by proponents of the process view is 

symbolic. Previous research emphasised the importance of narratives and stories as elements 

of the organisational identity construction process (Brown, 2006). It could be claimed that the 

narrative approach provides another basis to link identity to process view, as previous studies 

have identified narrative research as a key strategy for theorising from process data (Langley, 

1999). To sum up, brought together from different literatures, the relational, behavioural and 

symbolic components of organisational identity appear convincing enough to open up identity 

research for process approaches and theorising (Pratt, 2012).  

It could be further suggested that the process perspective acknowledges rather than 

reduces the complexity inherent in the world and the way organisations experience it. Thus, 

Gioia and Patvardhan (2012) compared the process approach to organisational identity to a 

full motion picture and claimed that the content approach only allows to capture one frame 

“as if” that, according to the authors, cannot be fully representational of the film. Hatch and 

Schultz (2002) emphasised that organisational identity is not an aggregation of perceptions 

about the organisation held by internal and external stakeholders, but a dynamic collection of 
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processes through which it is continuously negotiated and adjusted from interaction and, 

therefore, is an ongoing accomplishment (Gioia & Patvardhan, 2012). Pratt (2012: 23) further 

suggested that from the process view, organisational identity could be better captured through 

the “processes of enacting “how we are becoming” rather than from defining “who we are” as 

an organisation”.  

Gioia et al. (2000: 76) were the first to point to problems stepping from the prevailing 

assumption of identity endurance and endorse researchers to go beyond and explore “how 

organisational members work to maintain continuity”. Their call has gone largely 

unaddressed, and Anteby and Molnar (2012: 515) recently repeated it by stating that “how 

identities actually endure over extended periods of time remains empirically poorly 

understood … identity endurance is rarely seen as a puzzle to be explained; it is assumed as 

relatively unproblematic and remains empirically neglected.” In the majority of studies that 

addressed the questions of endurance and change in organisations, researchers concentrated 

their efforts on planned organisational change like mergers or spinoffs. Moreover, these 

planned changes in most cases have prompted contestations and revisions of organisational 

identity. Thus, Clark et al. (2010) investigated organisational identity change as a result of a 

merger between two healthcare organisations. Corley and Gioia (2004) studied organisational 

identity in the context of a spin-off within a Fortune 100 company. Other scholars have also 

investigated organisational identity change in the context of creation of an online division of 

a company (Brown & Gioia, 2002), changes in strategy (Nag, Corley, & Gioia, 2007) and 

continuity of sense-making when a planned organisational change is cancelled (Mantere et al., 

2012). With regard to organisational identity revisions in situations of unplanned 

organisational changes, researchers have studied the cases of identity threats (Elsbach & 

Kramer, 1996), changes in organisational leadership (Meyer et al., 2002), organisational 

responses to environmental changes (Ravasi & Schultz, 2006) and external pressures (Dutton 

& Dukerich, 1991). Similar to most planned transformations, these unplanned developments 

often resulted in ambiguity or evident dissonance between current and desired organisational 

identity, which were leading to identity work aimed at advancing organisational identity and 

closing the gap between its actual and desired states. The above-mentioned studies made 

important contributions to implementing process thinking into organisational identity research 

by showing that it is subject to continuous renegotiation and change (Gioia et al., 2000).  

Organisational identity centrality suggests that the notion should only contain the most 

vital features of the organisation, those to which organisational members ascribe the highest 

significance (Albert & Whetten, 1985). Such central values and beliefs provide a hub of shared 

understanding across disparate voices and help generate collective identity dynamic (Whetten 
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& Godfrey, 1998) within an organisation. Nevertheless, insufficient studies have addressed 

the problem of determining identity centrality in pluralistic identity organisations, where 

members driven by different logics would claim different elements as the most central and 

sufficient. Moreover, recent studies have tested previous assumptions of the organisational 

identity centrality and discovered that in many instances such “common core” is likely to be 

more fluid and fluctuating (Patvardhan et al., 2015). 

In contrast to the enduring and central components of the organisational identity 

definition disputed by previous research, the importance of the “distinctive” element of Albert 

and Whetten’s (1985) original conceptualisation has been evident in the works of many 

identity scholars. Gioia et al. (2010) claimed that distinctiveness should be associated with the 

emergence stage of organisational formation and development due to distinctiveness largely 

being viewed as a property used by organisations to establish boundaries between themselves 

and their external environment. Institutional theory argued that the natural tendency for 

organisations within any particular market industry is to get more homogeneous over time 

(DiMaggio & Powell, 1983). The process is supported by mechanisms of benchmarking and 

consolidation that help strengthen similarities and vanish differences among market group 

participants. More recent advances in the organisational identity research suggested that 

entities within each market field strive to achieve “optimal distinctiveness” (Gioia et al., 2010; 

Navis & Glynn, 2010; Whetten, 2007), which is perceived as “a balance between similarity to 

other entities and uniqueness from them” (Kreiner et al., 2015). This acknowledgement of the 

dual nature of organisational identity as being simultaneously about similarity and difference 

(Whetten, 2006) helps incorporate process thinking into identity studies and gain insights on 

the dynamic process of finding the balance of distinctiveness by organisations and larger 

collectives.  

Besides introducing the concept of identity to organisational studies, Albert and 

Whetten (1985: 270) also suggested that “many, if not most, organisations are hybrids 

composed of multiple types.” They described hybrids as organisations, whose identity is 

“composed of two or more types that would not normally be expected to go together” (Ibid). 

Albert and Whetten’s (1985) work motivated research that has encompassed various 

manifestations of hybrid identities, challenges and tensions that arise for hybrid identity 

organisations and the impact of hybrid identities on organisational performance (Battilana & 

Dorado, 2010; Battilana & Lee, 2014; Foreman & Whetten, 2002; Glynn, 2000; Golden-

Biddle & Rao, 1997). Existing research has conceptualised organisational identity plurality in 

two terms: hybrid organisational identities and multiple organisational identities (Pratt, 2016). 

While the two concepts have been often used synonymously (Albert & Whetten, 1985; 
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Foreman & Whetten, 2002), recent studies pointed out subtle but important differences 

between the two (Corley et al., 2006).  

The first research stream, hybrid organisational identities research, focused on 

organisations guided by two sets of institutional logics resulting in the identity duality (Albert 

& Whetten, 1985; Battilana & Dorado, 2010; Foreman & Whetten, 2002). Existing research 

on hybrid organisational identities shares an assumption that the hybrid nature of an 

organisation creates internal tensions and contradictions. For example, Pratt (2016) pointed to 

the presumed contradiction between utilitarian (monetary focused) and normative (non-

economic) dimensions as a key characteristic of hybrid identities. However, the recent rise of 

sustainable banks showed that hybrid organisations frequently survive and prosper despite this 

inbuilt tension (Albert & Adams, 2002). 

The second research stream evolved around the concept of multiple organisational 

identities (Albert & Whetten, 1985; Corley, 2004; Fiol, 1991; Pratt & Foreman, 2000; Pratt & 

Kraatz, 2009; Sillince & Brown, 2009). In contrast to the hybrid identities literature, multiple 

identities scholars suggested that “multiple organisational identities need not be antithetical” 

(Pratt & Foreman, 2000: 21). Furthermore, they also explored the possibility of an 

organisation having more than two identities. For instance, Pratt and Foreman (2000), in their 

foundational work on multiple organisational identities, explicitly stated that organisations 

could go beyond a dual identity. Finally, while research on hybrid organisational identities has 

linked identities within an organisation to the organisational structure, no such structural 

relationship has been confirmed by multiple organisational identities studies (Pratt, 2016). 

Despite their major differences around the number of possible identities (two versus two or 

more) and their relationship (oppositional versus oppositional, complementary or just 

different) (Pratt, 2016), both research streams have contributed valuable empirical and 

theoretical insights on the identity plurality. The next section provides an overview of each 

research stream, drawing heavily on Albert and Whetten (1985) and Pratt and Foreman (2000) 

as these articles lay out some of the major tenets of each conceptualisation. 

3.3 Plurality of the Organisational Identity 

In the past decades, business entities have been facing increasing expectations to 

generate not only economic but also social value (Battilana, 2018; Battilana & Dorado, 2010; 

Ebrahim et al., 2014; Glynn, 2000). While organisational scholars have developed a vast body 

of knowledge on maximising profits, the question of how organisations can simultaneously 

pursue financial and community development goals remains largely under-researched. Yet, 
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some organisations have long been involved in pursuing a social mission, while 

simultaneously engaging in commercial activities to finance their operations (Battilana & Lee, 

2014; Pache & Santos, 2013). In the existing literature, such organisations have been referred 

to as hybrid identity organisations (Albert & Whetten, 1985; Battilana & Dorado, 2010; 

Foreman & Whetten, 2002; Glynn, 2000; Golden-Biddle & Rao, 1997) or multiple identities 

organisations (Corley, 2004; Pratt & Foreman, 2000; Pratt & Kraatz, 2009; Sillince & Brown, 

2009). Empirical examples of such organisations included micro-finance institutions 

(Battilana & Dorado, 2010), symphony orchestras (Glynn, 2000), law firms (Ozturk et al., 

2017), food cooperatives (Ashforth & Reingen, 2014) and many others.   

Sustainable banks have been widely reported to have pluralistic organisational 

identities due to combining the community development and the banking logics at their core 

(Battilana & Lee, 2014; Dossa, 2013). Sustainable banks differ from the conventional financial 

institutions in treating their social missions as equally important to their financial resilience 

goals. They also differ from the traditional development organisations because they earn 

income from their banking products and services and do not rely on charitable donations or 

government subsidies. In contrast to these well-established traditional types of organisations, 

sustainable banks do not add social or financial goals onto their primary activity but pursue 

social and financial missions simultaneously. As such, they are pluralistic identity 

organisations that combine different institutional logics (Friedland & Alford, 1991; Thornton, 

Ocasio & Lounsbury, 2012), namely the banking and the community development (Battilana 

& Dorado, 2010), with their core activities blending economic and social principles (Besharov 

& Smith, 2014).  

A central insight in the contemporary organisational theory studying sustainable 

organisations is that the traditional way of organising within the banking sector has been a 

subject to great change (Battilana & Dorado, 2010; Dossa, 2013). The rise of sustainable 

banking movement and the development of an ecosystem supporting this new type of 

organisations have attracted the interest of researchers (Battilana, Besharov & Mitzinneck, 

2017), as well as government officials, funding institutions and the wider community. In the 

aftermath of the global financial crisis, many of these stakeholders started seeing sustainable 

banks as a promising vehicle for creating economic and social value, combating economic 

inequalities (Piketty, 2014) and addressing environmental degradations through the means of 

the capitalist system. Others, however, have expressed doubts about the ability of sustainable 

banks to preserve their dualistic missions and achieve high levels of both financial and 

community development performance over time. Organisational research has long advocated 

for the risk of these organisations drifting away from their social missions in the pursuit of 
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monetary gains (Ben-Ner, 2002; Christen & Drake, 2002; Jones, 2007; Mersland & Strøm, 

2010; Weisbrod, 2004).  

Nonetheless, existing empirical examples have proven the ability of the sustainable 

banking model to deliver both the community development and the financial benefits. For the 

past ten years, member banks of the GABV have been efficiently implementing the new 

unconventional model of financial services, which is beneficial to their customers as well as 

the wider stakeholder community. While the topic of sustainable banking has been trending 

for many years, still little insight has been provided on the underlying processes, which allow 

these institutions to simultaneously pursue dual goals without causing a mission drift. This 

thesis addresses this gap through applying the pluralistic organisational identities framework 

(Pratt, 2016) to explore and explain the resilience of the sustainable banking identity. 

3.3.1 Hybrid organisational identities   

Albert and Whetten (1985) introduced the concept of “hybrid organisations”, which they 

described as those organisations that combine multiple forms that would not normally be 

expected to occur together. Corley et al. (2006: 92) defined hybrid identities as “combinations 

of fully articulated identities that seem not to belong together.” Albert and Adams (2002: 35) 

explained hybrid identities as “what is core, distinctive and at least relatively enduring about 

the organisation is that it is both X and Y.” They further noted that these identities are 

“defended as inviolate, experienced as incompatible, and yet found to be indispensable.” 

Examples of hybrid organisations could be found across different sectors of economy and 

include law firms, health care organisations, food cooperatives, symphony orchestras, micro-

finance institutions, medical and sports organisations (Albert & Adams, 2002; Ashforth & 

Reingen, 2014; Battilana & Dorado, 2010; Glynn, 2000; Golden-Biddle & Rao, 1997; Pratt & 

Rafaeli, 1997).   

Hybrid identities have been perceived by the organisational literature as unalterable to 

the essence of organisation, yet being at odds (Albert & Adams, 2002). Albert and Whetten 

(1985) believed that organisations could develop identity duality over their life cycle due to 

the complexity of external environment, identity divestiture or even organisational success. 

Albert and Adams (2002: 35), however, argued that “not all hybrid organisations claim or 

have a hybrid identity.” They claimed that hybrid identities could only be found in 

organisations, which hybrid character “represents its distinctive and relatively enduring core” 

(Ibid). This distinction is important as it sets organisations with hybrid identities apart from 

enterprises that possess multiple identities but do not have a hybrid form.   
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Essential to the conceptualisation of hybrid organisations has been the idea that 

identities should be expected to be in some sort of conflict, therefore causing internal tensions 

within organisation (Albert & Whetten, 1985; Battilana & Lee, 2014; Pratt, 2016). 

Nonetheless, the existing research has reported that despite the inbuilt internal contradictions 

between utilitarian and normative aspects within such organisations, many of them appear to 

be sustainable, successfully achieve their goals and fulfil their organisational missions. For 

example, Albert and Adams (2002) discovered that even extreme cases of hybrid identity 

organisations in which identities are defended as inviolate (nothing about each identity can be 

compromised), are experienced as incompatible (internal conflict is inevitable) and are 

perceived as indispensable (no identity can be eliminated), could sustain themselves by finding 

quasi-stable forms of coherence. Ashforth and Reingen (2014) further suggested that looking 

for ways to resolve identity duality could be a wrong focus for hybrid identity organisations, 

as they might benefit from keeping both identities over time since each of them is equally 

intrinsic to the organisational existence.  

Albert and Whetten (1985) presented two forms in which hybrid organisational 

identities can structurally co-exist within an organisation: an ideographic and holographic. 

Ideographic hybrid identities presume that each organisational unit or group has only one 

identity, and opposing identities are embodied by different units or groups. On the contrary, 

in organisations with holographic hybrid identities, competing identities are housed within the 

same units or groups. Building on Albert and Whetten’s (1985) concept of ideographic and 

holographic types, scholars studying hybrid identity organisations have provided empirical 

support for both types of organisations.   

Pratt and Raffaeli (1997) in their early paper on hybrid organisational identities reported 

on two polar identities found within a nursing rehabilitation unit: a rehabilitation and an acute 

care identity. The two identities were embodied by different shifts of nurses, which led to the 

creation of subgroups within the unit and resulted in the ideographic hybrid identity. Each 

group of nurses held contrasting beliefs about the organisational mission, their roles within 

the unit and types of patients they should take care of. It is worth noting that in the Pratt and 

Raffaeli’s case ideographic identity divide did not occur along the lines of the organisational 

structure since different shifts of nurses represented the same rehabilitation unit. Therefore, 

this research provided evidence that not only structural units, but also groups of employees 

within an organisation can hold different ideographic forms (Pratt, 2016).   

Ashforth and Reingen (2014) in their ethnographic study of a natural food cooperative 

noted that the organisation embodied two subgroups, one of which represented “idealist” 

values, whereas the second one reflected “pragmatic” identity. Authors claimed that the value 
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of each side of the duality was recognised at both the individual and the organisational levels 

as “a necessary evil” (Ibid: 507). As a result, members of the group representing one of the 

identities nonetheless identified with the other group favouring the other identity because it 

“embodied a side of themselves they continued to value” (Ibid: 474). The authors concluded 

that many of the dualities, which resulted from the hybrid identity of the natural food 

cooperative, were so critical to the organisational effectiveness that “if an out-group did not 

exist as an identity foil to one’s in-group, the in-group would have to create one” (Ibid: 507).  

In Glynn’s (2000) study of the Atlantic Symphony Orchestra, the normative aspect of 

the organisation’s identity – artistic excellence – was contained by musicians, while the 

utilitarian aspect – economic utility – was housed by professional administrators. Different to 

other studies, Glynn presented a case of the ideographic hybrid organisational identity in 

which normative artistry and utilitarian economics were embodied within different 

organisational units composed by different professional groups. Moreover, each of the 

identities generated different expectations of the orchestra’s core competencies and resource 

claims. Glynn showed how the inflexible structure of the orchestra further reinforced the 

ideographic nature of the hybrid identity by isolating organisational members of different 

professions from each other.   

In a similar manner, scholars have provided empirical evidence for the holographic form 

of hybrid organisational identities. For example, Golden-Biddle and Rao (1997) showed how 

identity duality was shaping the behaviour of board directors in a non-profit organisation 

Medlay. According to the authors, because of the Medlay’s holographic hybrid identity, board 

directors were experiencing role conflicts. They had to conform with both the identity of 

“family of friends” and the identity of “advisors” to volunteering members of the organisation. 

Golden-Biddle and Rao (1997: 609) further suggested that the holographic form of the hybrid 

identity generated the potential for conflicts of commitment for board directors, and therefore 

the burden for organisational leadership to “recreate a sense of internal balance and 

identification for individual board members, and restore the organisation's identity.”  

Battilana and Dorado (2010: 1419) studied another empirical example of the 

holographic form of organisational identity in their comparative research on two Bolivian 

pioneering micro-finance organisations: BancoSol and Los Andes. The authors reported that 

in order to be sustainable, these new types of hybrid organisations needed to “create a common 

organisational identity that strikes a balance between the logics the organisation combines.” 

Authors further claimed that such an identity would prevent formation of subgroup identities 

within hybrid organisations. Battilana and Dorado (2010) concluded that hiring and socialising 
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practices played a crucial role in developing common identity among the organisations’ 

members.   

Therefore, previous research has provided substantial number of empirical examples of 

both ideographic and holographic forms of hybrid identities from different industries and 

market segments. It should be mentioned, however, that not in every case organisational 

identity could be clearly attributed to either ideographic or holographic hybrid form. Several 

studies suggested that the divide does not always occur across structural units and can involve 

groups and sub-groups within particular units or across the whole organisation (Ashforth & 

Reingen, 2014; Glynn, 2000; Pratt & Rafaeli, 1997). Moreover, not in all cases the split 

between dual identities would be driven by the dichotomy between the normative and the 

utilitarian identities, as was initially predicted by Albert and Whetten (1985). In the examples 

from Asforth and Reingen (2014) and Pratt and Rafaeli (1997), both identities within the 

studied organisations represented normative rather than utilitarian values. Therefore, Pratt 

(2016) suggested that existing empirical findings cannot be fully explained by Albert and 

Whetten’s (1985) conceptualisation of hybrid organisational identities and a more flexible 

model of identity plurality would be beneficial for future research.  

3.3.2 Multiple organisational identities   

A second model of organisational identity plurality was introduced by Pratt and 

Foreman (2000), who advocated for the existence of multiple organisational identities. While 

Albert and Whetten’s (1985) hybrid organisational identities framework does not explicitly 

exclude the possibility that organisations can possess more than two identities, their own work 

as well as the following research employing their model has only focused on the empirical 

examples of identity duality (Albert & Whetten, 1985; Ashforth & Reingen, 2014; Glynn, 

2000; Golden-Biddle & Rao, 1997; Pratt & Rafaeli, 1997). Elaborating on Albert and 

Whetten’s (1985) definition of organisational identity, they suggested that organisations could 

have multiple organisational identities when “different conceptualisations exist regarding 

what is central, distinctive, and enduring about the organisation” (Pratt & Foreman, 2000: 20). 

Building on the idea that organisations could have more than one identity, they argued that 

those identities could exceed two and could be related in various ways including non-

conflictual. Previous research has provided numerous empirical examples of organisations 

with multiple identities (Corley, 2004; Pratt & Foreman, 2000; Pratt & Kraatz, 2009; Sillince 

& Brown, 2009).   
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While the major differences between the hybrid and the multiple organisational 

identities conceptualisations are in the identities number and relationships, it should be pointed 

out that research on multiple organisational identities also does not appear to view multiple 

identities as having different structures. While it seems plausible that multiple organisational 

identities could be ideographic or holographic, empirical examples have tended to be 

ideographic in nature. Thus, Fiol (1991: 200) in her study noted that organisational members 

working in various parts of an organisation may “exhibit different perceptions, make different 

attributions, and use different cognitive orientations.” She further claimed that multiple 

organisational identities may not always step from the organisational structure, and subunit 

identities may arise due to “hierarchical differentiation, geographic dispersion, product 

diversity, functional orientation, or any other factor that would tend to differentiate 

behaviours” (Ibid).   

Corley (2004) in his study of the organisational identity change during a major 

organisational transformation in Milotronic found that multiple identities existed along the 

hierarchy levels within the organisation. The author reported that, while senior leadership 

perceived organisational identity as a driver of the organisational strategy and as an outgrowth 

of the organisation’s strategy, operational employees lower in the hierarchy believed 

organisational identity to be an outgrowth of their organisation’s culture. This identity 

multiplicity resulted in contrasting expectations regarding identity stability and change, when 

employees perceived organisational identity as rigid and unchanging, whereas the leadership 

believed it had to change “to keep up with changes the organisation faced in its competitive 

environments” (Corley, 2004: 1157).  

Sillince and Brown (2009) in their study of forty-three English and Welsh 

constabularies demonstrated that officially sanctioned web-based organisational identity 

claims could be multiple and could be constituted using particular rhetorical strategies. The 

authors suggested that, contrary to the widespread belief that organisations would seek to 

reconcile or redefine multiple identity claims, they might employ identity multiplicity as a 

means of satisfying sceptical audiences. Therefore, Sillince and Brown (2009: 1849) claimed 

that, instead of being a source of internal tensions and mission drift, identity multiplicity “may 

support legitimacy claims for organisations subject to contradictory demands.”  

Another important development within the multiple organisational identities 

framework has been the idea that identities do not necessarily have to be in conflict with each 

other. Pratt and Foreman (2000: 20) pointed out that “although scholars often are interested in 

situations where the values and beliefs embedded in multiple identities are seemingly 

antithetical or place opposing demands on members, multiple identities need not be in 
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competition.” Corley et al. (2006) further developed this idea and suggested that organisations 

could have more than two identities, and that those identities might be related in a variety of 

ways, specifically oppositional, complementary or “relationally neutral” (simply different, 

neither clearly complementary nor oppositional).  

These two main features of the multiple identities perspective – the number of 

identities and the relationships among them – are the key dimensions for managing multiple 

organisational identities in Pratt and Foreman’s (2000) framework. The authors suggested that 

having multiple identities is “expensive” for organisations and therefore, leadership needs to 

decide whether or not their organisation can afford multiple identities. Therefore, in their 

framework, identity plurality, which they conceptualised as simply the number of identities, 

is primarily driven by the availability of resources, which could include “human, financial, 

physical, political, and otherwise” (Pratt, 2016: 110). Identity synergy, on the other hand, 

refers to the degree of complementarity among multiple identities and determines whether 

multiple organisational identities could be managed in an integrated fashion (Pratt & Foreman, 

2000). They further suggested that organisations could experience low or high degrees of 

identity plurality and identity synergy, which will require different strategies to manage 

multiple identities. Pratt and Foreman (2000) developed four ideal ways of managing multiple 

identities: aggregation – creating a bridging device to keep complementary identities 

connected without blending them together; compartmentalisation – separating neutral or 

conflicting identities physically, temporally or symbolically; integration – forming new 

identity out of synergistic identities; and deletion – deleting competing or neutral identities.   

3.3.3 Bridging hybrid and multiple organisational identities perspectives   

Despite both perspectives being rooted in Albert and Whetten’s work (1985), there are 

some important differences in the underlying assumptions and key dimensions of the two 

research streams on identity plurality (Corley et al., 2006; Pratt, 2016). As it was discussed 

above, the main distinguishing factors between the two perspectives are the number of 

organisational identities and the relationships among them. Further, while the hybrid identity 

concept linked identity plurality to the organisational structure and explored two opposite 

ways in which identities could be structured (ideographic and holographic), no such structural 

relationship has been noticed within the multiple organisational identities literature. I 

summarise the main characteristics of the hybrid organisational identities and the multiple 

organisational identities concepts in Table 1. Nonetheless, Pratt (2016: 114) suggested that 

just like social constructivist and social actor views are increasingly being perceived as 
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complementary (Gioia & Hamilton, 2016; Ravasi & Schultz, 2006) rather than mutually 

exclusive, it might be that “hybrid and multiple organisational conceptualisations may be 

combined in some fashion.” He encouraged future research to explore whether organisations 

could have “multiple, hybrid identities” or “multiple and hybrid identities” (Ibid: 115). 

TABLE 1. MAIN FEATURES OF HYBRID AND MULTIPLE ORGANISATIONAL 

IDENTITIES PERSPECTIVES 

 
Hybrid organisational 

identities 
Multiple organisational 

identities 

Number of identities two two or more 

Relationship among identities strictly oppositional 
oppositional, complementary, 

or simply different 

Link to organisational design 
ideographic or holographic 

structure 
none proposed 

Conceptual focus 
how organisational identities 

develop 
How organisation identities 

can be managed 

Source: adapted from Pratt (2016) and based on Albert & Whetten (1985), Pratt (2016) and 

Pratt & Foreman (2000) 

Sustainable banks have been widely reported to have pluralistic organisational 

identities (Battilana, 2018; Battilana & Dorado, 2010; Dossa, 2013). As such, a central 

challenge for the research on organisational identity plurality is understanding the factors that 

facilitate the coherence of a pluralistic identity in the face of multiple conflicting goals brought 

by the economic and the ethical roles pursued by these organisations. Previous research has 

identified a variety of mechanisms through which organisations could manage their pluralistic 

identities. Smith and Besharov (2019) examined how a hybrid identity organisation from 

Cambodia, Digital Data Divide, successfully sustained its pluralistic identity for over ten years 

since its foundation. They uncovered that one of the factors that enabled the organisation to 

do so was institutionalisation of an independent pursuit of its socially oriented and business-

oriented missions. Digital Data Divide did that through setting separate sets of goals for social 

and commercial performance. Thus, the commercial mission was planned to be achieved 

through “increasing annual revenues by 40 percent a year to reach $1 million in revenues” and 

“more than doubling the number of employees from 175 to 450”, whereas the social mission 

was pursuit through “develop[ing] 400 young leaders with technology skills to support 
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economic and social development in the Mekong region” and “graduat[ing] 100 additional 

data entry operators into jobs paying $100 + / month” (Smith & Besharov, 2019: 19). 

Exploring the organisational identity duality, Ashforth and Reingen (2014) posed a 

question: “What makes both sides of the duality salient?” They demonstrated how a natural 

food cooperative had institutionalised both idealist and pragmatist values through the means 

of the organisational mission, policies and bylaws. Authors discovered that the dual, 

seemingly incompatible goals were both infused in the core of the Natura’s identity. Thus, the 

bylaws stated that “Natura shall operate an economically democratic, sound, and efficient 

cooperative business” but also, “in doing so, the concerns of quality for people shall be deemed 

more paramount than profit” (Ashforth & Reingen, 2014: 486). Such institutionalisation of 

the dual value sets provided a solid foundation for balancing organisational duality and its 

associated tensions, therefore facilitating the development and maintenance of a hybrid culture 

in the Natura cooperative (Ashforth & Reingen, 2014).  

Ashforth and Reingen (2014: 485) further noted that despite the hybrid nature of the 

Natura cooperative’s identity, there nonetheless existed a mutual identity, a “shared belief that 

Natura’s identity was right, good, and better than alternatives”. Similarly, Dutton and 

Dukerich (1991) in their early foundational work on the organisational identity plurality 

discovered that Port Authority’s identity had multiple characteristics, yet nonetheless 

conceptualised the organisation as having a single shared identity. A matching idea could be 

found in the work of Battilana and Dorado (2010) on micro-finance organisations. On the 

examples of BancoSol and Los Andes, the authors demonstrated that it is possible for hybrid 

organisations to develop a common organisational identity that “strikes a balance between the 

logics they combine” (Battilana & Dorado, 2010: 1419). Hsu and Elsbach (2013) also 

suggested that organisational identities could be comprised of multiple categories, but some 

categories nonetheless would be consistently salient across groups, therefore ensuring a shared 

sense of unity. The latter may be viewed as one of the ways to conceptualise an organisation 

as having some identity plurality as well as some identity unity.  

Pratt and Kraatz (2009), conceptualised the distinction between the identity and the 

self, and used it to explain how an organisation could have multiple identities and at the same 

time, have a holistic understanding of “who we are” in the form of an organisational self. The 

authors claimed that similar to individuals, who internalise expectations of their communities 

(as role identities) and develop a unique sense of who they are across these identities (a self), 

organisations could also internalise expectations of their stakeholders (in the form of 

organisational identities) and create a gestalt of these identities (an organisational self).  
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Therefore, it could be concluded that the existing literature has provided sufficient 

basis for conceptualising organisations as having more than one identity. To date such identity 

plurality has been approached in terms of hybrid or multiple organisational identities, 

however, empirical research in this area remains under-explored and underdeveloped 

(Battilana, 2018; Pratt, 2016). The notion of how organisations could have a shared 

understanding of “who we are” and simultaneously allow for diverse views on the topic is a 

fundamental question for future organisational identity research. Drawing upon an integrated 

process view of organisational identity, this study will further demonstrate how sustainable 

banks, members of the GABV, develop such pluralistic identity through a set of identity work 

tactics, aimed at balancing the economic and the ethical goals and providing sustainable banks 

with a coherent self. 

3.4 Implications of the Organisational Identity Plurality 

Over the last two decades, organisational identity theory has been one of the dominant 

streams of research, which occupied a central position in academic attempts to describe 

organisations and their interactions with the environment (Albert & Whetten, 1985; Gioia, 

1998; Pratt & Foreman, 2000; Corley et al., 2006; Martin et al., 2011). Although the 

phenomenon of organisational identity has been widely researched, a broad range of questions 

remains unaddressed, offering opportunities for significantly extending and advancing identity 

studies. Albert et al. (2000) in their call for better exploration of the concept and its theoretical 

potential suggested that identity is “problematic – and yet so critical … that the dynamics of 

identity need to be better understood”. Albert and Whetten (1985) pointed the attention of 

researchers to the fact that “identity examination process can be conducted both internally and 

externally” (in Balmer & Greyser, 2003: 83). Whetten and Mackey (2002) proclaimed that 

identity studies can be undertaken on different forms of organising, but only if they can be 

made, “identity enough” and “organisational enough” to promote meaningful scholarship.  

In the complex contemporary economy, organisations increasingly encounter 

competing demands on their identities. Among other reasons, these tensions are caused by 

multiple and oftentimes contradictory external forces. External stakeholders increasingly 

expect for-profit organisations to contribute to community development goals at the same time 

as striving for financial resilience (Margolis & Walsh, 2003). Thus, arts organisations face 

increasing economic demands to be financially self-reliant alongside the persisting artistic 

demands for cultural authenticity (Glynn, 2000; Glynn & Lounsbury, 2005). Universities face 

growing expectations to implement commercially viable strategies, while ensuring high level 
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of research and teaching outcomes, which determine the identities of their faculty members 

(Kraatz, Ventresca, & Deng, 2010; Kraatz & Block, 2008). Likewise, hospitals experience 

pressures to compete on an economic basis, while offering high quality care to their patients 

and supporting medical research, which doctors believe to be the core of their professional 

identity (Dukerich, Golden, & Shortell, 2002; Reay & Hinings, 2009).   

The existing literature has offered disparate perspectives on the intersection between 

organisational identity and institutional logics. Some researchers proposed that organisational 

identity is socially constructed by organisational members (Corley & Gioia, 2004; Dutton & 

Dukerich, 1991; Fiol, 1991; Ravasi & Schultz, 2006), while others advocated that 

organisational identity is determined by institutional logics (Battilana & D’Aunno, 2009; 

Battilana, Leca, & Boxenbaum, 2009; Powell & Colyvas, 2008; Seo & Creed, 2002). Still 

others suggested that organisational identity acts as a filter that shapes organisational 

members’ interpretations of the institutional logics (Besharov & Brickson, 2016). A growing 

stream of research also examined the conditions under which sustainable organisations can 

maintain the balance between the community development and the commercial institutional 

logics over time (Battilana & Dorado, 2010; Canales, 2013; Pache & Santos, 2013). These 

studies have identified organisational features and processes that help maintain versus disrupt 

the simultaneous pursuit of dual goals. 

Therefore, organisations that combine multiple identities become subject to external 

demands from numerous distinct institutional logics (Battilana & Dorado, 2010; Battilana & 

Lee, 2014; Foreman & Whetten, 2002; Glynn, 2000; Golden-Biddle & Rao, 1997). 

Institutional logics are central to organisational fields as they determine norms and values, 

affect resource acquisition and employees attraction and provide field level instruments of 

promoting shared interests through collective behaviour (Lee, 2014). Sustainable banks, as 

organisations that adopt aspects of both the commercial and the community development 

logics, encounter an environment characterised by simultaneous demands for conformity to 

both (Battilana & Dorado, 2010). Sustainable banks thus face a unique challenge of balancing 

their social and commercial activities in order to remain financially profitable without losing 

sight of their social and environmental mission (Dossa, 2013). These financial institutions 

combine potentially conflicting goals (financial and community development), as well as 

potentially inconsistent stakeholder interests.  
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3.4.1 Organisational Identity and Institutional Logics 

Previous research has described institutional forces as taken-for-granted social 

prescriptions, “cognitive, normative, or regulative pressures” that organisations confront in 

their external environments (Scott, 2008). These broad belief systems shape the structures, 

practices and identities of organisations and their members (Friedland & Alford, 1991; Ocasio, 

1997; Thornton, 2004). Scott (1994; 2008) further defined institutional forces as “external 

cultural frameworks” that reflect shared understandings of what constitutes legitimate goals 

and means of achieving them (Scott, 1994). In order to explain the distinct sets of institutional 

forces that organisations encounter, organisational scholars often referred to the concept of 

“institutional logics,” defined as “socially constructed, historical patterns of material practices, 

assumptions, values, beliefs and rules” (Thornton & Ocasio, 1999: 804). Institutional logics 

represent societal-level cultural meaning systems and provide coherent and legitimate 

organising principles for organisational fields (Friedland & Alford, 1991; Thornton, 2004; 

Thornton, Ocasio, & Lounsbury, 2012).  

Previous research also has pointed out that multiple institutional logics often coexist 

in organisational fields (Marquis & Lounsbury, 2007; Reay & Hinings, 2009), where they may 

impose potentially contradictory demands on organisations (Goodrick & Salancik, 1996; 

Oliver, 1991). Several authors further suggested that the multiplicity of institutional logics 

poses challenges for organisations as it has been previously reported to cause intra 

organisational tensions among organisational members and functions that enact those 

institutional logics (Glynn, 2000). Nonetheless, existing studies provided little evidence on 

how organisations respond to the demands imposed by multiple institutional logics (Kraatz & 

Block, 2008; Pache & Santos, 2010).  

Sustainable finance field has been reported to be governed by the commercial and the 

community development institutional logics, which represent different sets of norms, goals 

and expectations imposed on sustainable banks (Battilana & Dorado, 2010; Dossa, 2013). 

Thus, the community development logic guides organisational mission towards responsible 

social and environmental performance, practices of social inclusion and support to 

underbanked groups within the communities, whereas the commercial logic requires economic 

prosperity sufficient to support ongoing operations and fulfil fiduciary obligations (Battilana 

& Dorado, 2010). Transgressing the boundaries between enhancing the quality of life within 

the communities of operation and offering financial products and services is widely seen as a 

potential source of mission drift towards fulfilling financial goals at the expense of 

environmental and social priorities (Drake & Otero, 1992). Sustainable banking organisations, 
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therefore, face a unique challenge of handling this trade-off between the commercial and the 

community development logics, which they combine. They need to develop a delicate balance 

between commercial and community development activities to simultaneously remain 

economically viable and keep focus on their social and environmental purposes.  

TABLE 2. COMPARISON OF THE BANKING, THE COMMUNITY 

DEVELOPMENT AND THE SUSTAINABLE BANKING LOGICSa 

Characteristic Banking Logic 
Community 

Development Logic 
Sustainable Banking 

Logic 

Goals Generating financial 

profit 
Development and 

poverty alleviation 
Increasing access to 

financial services for 

underbanked 

communities, while 

fulfilling fiduciary 

obligations toward 

depositors and investors 

Target 
population 

Clients are customers 

perceived as more or 

less risky sources of 

income 

Clients are beneficiaries 

perceived as more or 

less “deserving” of 

support b 

Clients are customers 

perceived as members 

Management 
Principles 

Maximising profits, 

while fulfilling 

fiduciary obligations 

to investors and 

depositors 

Maximising the impact 

of donor funds on 

development and 

poverty alleviation 

Striking a balance 

between expanding 

access to financial 

services for 

underbanked 

communities and 

fulfilling fiduciary 

obligations to depositors 

and investors 

a. This table is based on Otero and Rhyne (1994), Battilana and Dorado (2010) and my own 

data analysis. 

b. The notion of “deserving” derives from the argument that funds are limited and should be 

directed either to those in the most need or to those with the highest multiplication effect. 

Source: Author (2019) 

 

Sustainable banks are accountable for both developing the communities in which they 

operate and for making financial gains for their members. Guided by these two institutional 

logics, they strive to excel at both social and financial performance. It should be mentioned 

that traditional commercial and charitable organisations also face increasing pressures to 
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monitor their performance along both domains. Nonetheless, sustainable banks that combine 

the community development and the commercial logics in their core face a unique challenge 

because both dimensions are equally important for accomplishing their organisational 

missions. These dual goals may be misaligned and/or contradictory, therefore posing threat to 

the missions of sustainable banks. Moreover, while the financial performance could be 

effectively monitored and assessed through the existing instruments, evaluation and 

measurement of the organisational community development performance currently lacks 

standardisation and comparability (DiMaggio & Powell, 1983; Ebrahim & Rangan, 2010).  

Sustainable banks are also accountable to multiple groups of principle stakeholders 

(Freeman, 1984). They face the challenge of simultaneously addressing the needs and 

demands of multiple beneficiaries targeted by their community development and commercial 

missions. The conventional financial institutions operate in a traditional principal-agent 

model, where the principals (owners of the resources) are represented by governing boards 

that ensure the effective management of an organisation in favour of the principals 

(Eisenhardt, 1989a; Przeworski, Stokes, & Manin, 1999). Sustainable banks, on the contrary, 

are accountable to multiple principal stakeholders (Freeman, 1984; Mitchell, Agle, & Wood, 

1997) with competing objectives, some of which have more resources than others to enforce 

their interests. In order to hold management accountable and avoid a mission drift, sustainable 

banks require means to align and prioritise these diverse and potentially contradictory 

interests.   

The existing literature has offered three distinct perspectives on the interface between 

organisational identity and institutional logics (Besharov & Brickson, 2016). Much of the 

organisational identity studies claimed the phenomenon to be internally determined and 

socially constructed by organisational members, who may draw on institutional logics in the 

process, but nonetheless preserve considerable agency over it (Gioia, Price, Hamilton, & 

Thomas, 2010; Ravasi & Schultz, 2006). The institutional literature, on the contrary, 

advocated for the externally determined nature of organisational identity and described the 

phenomenon as constructed out of and constrained by institutional logics representing broader 

cultural value systems that provide organising principles for organisational fields (Thornton, 

Ocasio, & Lounsbury, 2012). Finally, several studies within the both literatures offered an 

alternative perspective that portraits organisational identity as a filter that determines the ways 

organisational members encounter institutional logics (Elsbach & Kramer, 1996; Gioia & 

Thomas, 1996; Greenwood, Raynard, Kodeih, Micelotta, & Lounsbury, 2011). While 

emphasising different aspects of the interrelation, each of the three perspectives offered 

valuable insight into the intersection between organisational identity and institutional logics. 
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Nonetheless, there have been few attempts to bridge these perspectives within the 

organisational identity or institutional logics literatures (for an exception, see Glynn, 2008 and 

Besharov & Brickson, 2016).  

3.4.1.1 Organisational Identity as Agentically Constructed   

The first perspective has been developed within the organisational identity literature. 

This stream of research advocated for the organisational members’ agentic role in constructing 

and maintaining organisational identity through the processes of sense-making and sense-

giving (Corley & Gioia, 2004; Dutton & Dukerich, 1991; Fiol, 1991; Ravasi & Schultz, 2006). 

Sense-making refers to the organisational members’ efforts to “structure the unknown” 

(Waterman, 1990: 41) and interpret reality (Weick, 1995), whereas sense-giving stands for 

efforts, often undertaken by organisational leadership, to shape members’ organisational 

identity interpretations (Gioia & Chittipeddi, 1991). Organisational members perform these 

processes through the construction of narrative (Anteby & Molnar, 2012; Sonenshein, 2010) 

and identity enactment (Ashforth & Reingen, 2014; Besharov & Smith, 2014; Brickson & 

Ackinlade, 2015). Narratives as shared stories enable organisational members to create a 

commonly shared organisational identity (Wertsch, 2012). Narratives may also be employed 

to change organisational identity by reworking old narratives that do not fit the desired identity 

(Humphreys & Brown, 2002), replacing old narratives with new interpretations (Sonenshein, 

2010) or reinterpreting stories from the organisation’s past (Schultz & Hernes, 2013). 

Organisational identity further is enacted through organisational policies and practices, which 

enable both internal and external stakeholders to make sense of the organisation (Ravasi & 

Schultz, 2006).  

Even though the majority of the organisational identity literature emphasised the 

agency of members in socially constructing organisational identity, several studies have 

pointed to the role of institutional logics in the process of organisational identity formation 

and maintenance (Gioia, Price, Hamilton & Thomas, 2010; Navis & Glynn, 2010). According 

to these studies, the external environment confronts organisations with a set of institutionalised 

expectations about legitimate types or categories of organisations that can claim membership 

in particular fields. Albert and Whetten’s (1985) in their foundational work expressed an idea 

that organisational claims about membership in organisational fields constitute significant part 

of their organisational identities. Whetten and Mackey (2002:397) further suggested that 

“organisational identity is appropriately conceived of as a set of categorical identity claims 



 

84 LITERATURE REVIEW AND RESEARCH AGENDA 

(who or what we claim to be, categorically) in reference to a specified set of institutionally 

standardised social categories.”  

When commenting on the link between organisational identity and institutional 

environment, the organisational identity studies often have portrayed institutional logics as 

one of the elements, which organisational members can draw on in the process of constructing 

and maintaining collective understandings of their organisation (Gioia, Price, Hamilton & 

Thomas, 2010). In their study of satellite radio, Navis and Glynn (2010) outlined how 

members of both Sirius and XM organisations heavily relied on their membership in the novel 

emerging “satellite radio” market field in collectively constructing their organisational 

identities. Later, each organisation tailored their distinctive identity within the category 

through business partnerships and celebrity endorsements, however, emphasising the salient 

features of the market field to retain their membership in the category and legitimacy among 

stakeholders. Therefore, drawing on institutional logics as building blocks or “identity codes” 

(Navis & Glynn, 2010: 442), organisational members constructed organisational identity 

through a sort of “institutional bricolage” (Glynn, 2008). Organisations balanced their 

sameness of market field membership against their individuation as distinctive category 

members by incorporating institutional logics into their identities in unique ways, allowing 

organisations to retain both their distinctiveness and legitimacy of categorical membership.   

Navis and Glynn’s (2010) study displayed the process of organisational identity 

construction in which organisational members have a shared understanding about the 

institutional logics that should guide the process. However, in other cases organisations 

encounter pluralistic and potentially inconsistent institutional logics. Moreover, in some cases 

organisational members may lack an agreement on which logics should be drawn upon in 

defining the organisational core, which is likely to cause internal debates about multiple 

possible “institutional building blocks” (Besharov & Brickson, 2016). In their research on two 

pioneering commercial micro-finance organisations, Battilana and Dorado (2010) explained 

that BancoSol and Los Andes both emerged as spin-offs from NGOs. Historically they had a 

strong community development focus, and their micro-finance work was initially regarded as 

a purely non-profit endeavour, whose financing was heavily reliant on donations. However, 

with the spin-off of micro-finance operations into registered financial organisations, BancoSol 

and Los Andes faced the expectation to turn “lend to the poor” into a self-sustaining operation 

by charging interest rates sufficiently high to cover the costs of lending, and in insisting on 

loan repayments, which was previously largely not required. Therefore, the community 

development logic pressed organisational members to retain their mission of providing access 
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to financial services to underbanked groups of the population, whereas the commercial logic 

simultaneously pressed them to fulfil fiduciary obligations of commercial financial 

institutions. To respond to these two institutional logics, micro-finance organisations had to 

bridge the community development and the commercial logics, and involve themselves in 

hiring and socialising processes that would guide their members on how the two sets of 

identity claims could co-exist within the organisations without causing a mission drift.  

3.4.1.2 Organisational Identity as Institutionally Determined  

While much of the organisational identity literature emphasised the agency of 

organisational members in constructing shared understandings of the organisational core, 

institutional theory has pointed to the importance of institutionalised logics in mitigating the 

process of creating, maintaining and changing organisational identities (Battilana & D’Aunno, 

2009; Battilana & Lee, 2014; Powell & Colyvas, 2008; Seo & Creed, 2002). Early institutional 

studies described dominant field logics as the main and often exclusive underling power 

driving organisational identity construction. Glynn and Marquis (2004) studied how 

organisational names, as identity labels, changed over time in response to prevailing logics 

within the institutional environments. They uncovered that institutional logics about naming 

standards in different historical periods functioned as legitimating forces for organisational 

identities, eliciting conformity to the constitutive field rules. Thornton (2004), in her research 

on higher education publishing, further showed that changes in organisational identity and 

structure of publishing houses were affected by two dominant institutional logics within the 

field, namely “publishing as craft” and “publishing as business”. She advanced academic 

understanding of the relationship between institutional logics and organisational identity by 

providing evidence for the moderating effect, which field level logics have on internal 

organisational processes.   

Even though the majority of the institutional theory literature has described 

organisational identity construction and maintenance processes as dominated by 

institutionalised field logics, some institutional scholars have admitted and explored the role 

of organisational members in constructing organisational identity through active interpretation 

and incorporation of institutional drivers (Besharov & Brickson, 2016; Pratt & Kraatz, 2009; 

Phillips, Tracey, & Kraatz, 2016). This idea dates back to the early works of Selznick (1949), 

who studied how organisational members actively utilised institutional building blocks to 

construct distinctive organisational identities. He suggested that organisational leaders played 

a key role in this process and proactively engaged in identity work to develop an organisational 
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identity that would reflect the needs and expectations of diverse internal and external 

audiences.  

Recent studies further elaborated on these ideas and provided more evidence on the 

interplay of organisational identity and institutional logics. Pratt and Foreman (2000) 

advocated for four strategies that may be employed by organisations to navigate pluralistic 

institutional logics, including aggregating them into a bridging meta-identity, integrating them 

into one coherent identity, compartmentalising identities associated with distinct institutional 

constituencies or deleting problematic identities. Pratt and Raffaeli (1997) illustrated the 

compartmentalisation approach in their study of a nursing rehabilitation unit. Faced with 

competing expectations from a rehabilitation and an acute care logics, nurses built subgroups, 

which were operating different shifts and held opposing views about organisational mission, 

types of patients and their own roles within the unit. Likewise, Christiansen and Lounsbury 

(2013:199) studied how members of a beer brewer Carlsberg acted as “bricoleurs” to 

creatively combine elements of the social responsibility and the market logics in the process 

of organisational identity renegotiation.  

Therefore, the organisational identity and the institutional logics literatures have 

developed different perspectives on the agency of organisational members and significance of 

institutional forces in constructing and maintaining organisational identity. Nonetheless, both 

streams of research have provided considerable evidence that organisational members engage 

with elements of institutional logics in their identity work. Besharov and Brickson (2016: 401) 

further claimed that rather than being treated as completely independent, these two 

perspectives might be viewed as “characterising different points along a continuum 

representing organisational identity construction, anchored by high member agency at one end 

and by high institutional constraint at the other”.   

3.4.1.3 Organisational Identity as Filter  

The first two approaches represent opposing ends on the continuum from 

organisational members’ agency in constructing organisational identity to institutional logics’ 

dominance over this process. Nonetheless, within the both literatures a third perspective could 

be noticed that portrays organisational identity as a filter, which determines how 

organisational members perceive, depict and react to institutional logics (Besharov & 

Brickson, 2016). Previous research has provided evidence on role of organisational identity in 

constructing organisational responses to institutional change (Fox-Wolfgramm, Boal, & Hunt, 

1998), building relations with stakeholders (Brickson, 2005; Scott & Lane, 2000) and 
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embracing institutional standards (Sahlin & Wedlin, 2008). Besharov and Brickson (2016: 

402) further claimed that most studies in both the organisational identity and the institutional 

logics literatures have focused on “the extent to which the content of organisational identity 

aligns with the content of the demands arising from the external environment” as the main 

factor, which influences the role of organisational identity as a filter. Research in both 

literatures has suggested that greater correspondence between the organisational identity 

features and the institutional demands increases members’ alertness and receptiveness of those 

institutionally imposed liabilities.  

In the organisational identity literature, Dutton and Dukerich (1991) in their study of 

the Port Authority of New York and New Jersey, uncovered that interpretations, which the 

transportation agency’s employees possessed about their organisation’s identity, affected their 

actions in response to the external demand to deal with the many homeless people at the Port 

Authority facilities. The authors concluded that organisational identity was central to 

understanding “how issues are interpreted, how reactions are generated, how and what types 

of emotions are evoked, and how these behaviours are related to one another in an 

organisational context” (1991:551). While organisational members were viewing the 

organisational identity as driven by technical competence, the solutions they offered were 

largely reactive and based on attempts to eliminate the problem. However, when the Port 

Authority members were pressured to adopt public service as a central element of their job, 

their responsiveness to the problem had increased leading to the organisation proposing and 

funding the construction of outreach centres for the homeless near the affected facilities. 

Similarly, Elsbach and Kramer (1996: 442) in their study of the U.S. business schools rankings 

claimed that members of the "top-20" business schools responded differently to the Business 

Week survey rankings depending on how much the results were “calling into question their 

perceptions of highly valued, core identity attributes of their schools” or “challenging their 

beliefs about their schools' standing relative to other schools.”  

Within the institutional literature, organisational identity also was acknowledged to 

have considerable influence over the organisational responses to institutional demands 

(Greenwood, Raynard, Kodeih, Micelotta, & Lounsbury, 2011). Moreover, institutional 

scholars, similar to their colleagues from the organisational identity research, noted that a 

greater correspondence between organisational identity and institutional logics leads to a 

higher alertness and receptivity to the demands of those logics from organisational members. 

Raffaelli and Glynn (2013) in their study of the Fortune 500 organisations discovered that 

companies claiming a CSR identity (via GRI reporting) were more willing to adopt the 
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customised employee volunteering program (EVP) recommended by industry professional 

networks than organisations without such identity claims. Authors concluded that 

“organisational identity was a significant filter for tailored practices” (2013:557). Similarly, 

Kodeih and Greenwood (2013) in their research on four French business schools claimed that 

schools’ readiness to take a turn towards a more North American model of management 

education was driven by organisations’ current and aspired future identities. Schools with 

higher international ambition were more willing to adopt new practices and approaches 

because they saw it as an opportunity to become more international and raise their 

organisations’ status.  

While most studies focusing on the role of organisational identity as a filter pointed 

out to the correspondence between organisational identity content and institutional logics, 

several studies also have suggested other features of organisational identity to have an effect 

on the ways organisational members perceive and embrace institutional demands (Besharov 

& Brickson, 2016). Kraatz and Block (2008) and Pratt and Kraatz (2009) noted that 

organisations with a coherent integrated identity are more effective in depicting and aligning 

multiple and inconsistent institutional demands than organisations with pluralistic identities. 

Building on the previous research claiming organisational identity plurality to be a source of 

tension, the authors suggested that organisational identity plurality creates multiplicity of 

views on what are the central, enduring and distinct features of organisation leading to 

divergent interpretations and prioritisations of institutional demands.   

Milliken (1990) introduced a concept of organisational identity “strength” and 

researched how this feature affects the ways universities depict and respond to demographic 

changes in the institutional environment. Gioia and Thomas’s (1996) further developed these 

ideas in their study of strategic decision-making in universities and claimed that stronger 

organisational identity contributed to universities being more likely to perceive institutional 

demands as strategic opportunities and, therefore, more willing to adapt changes enforced by 

them. They further suggested that organisational responsiveness towards institutional 

demands varied based on utilitarian (economically driven) or normative (non-economic) 

nature of organisational identity, with utilitarian identities determining a higher likelihood of 

organisations portraying institutional changes as opportunities for growth and development.   

Therefore, the organisational identity and the institutional logics theories have noted 

various aspects of organisational identity to affect the ways organisational members perceive 

and respond to institutional demands. Sufficient empirical evidence has been provided to 

emphasise the importance of correspondence between the organisational identity features and 



 

 LITERATURE REVIEW AND RESEARCH AGENDA 89 

the institutional logics in enhancing organisational members’ consciousness and receptivity 

towards institutional demands. 

3.5 Organisational Identity Plurality and Stakeholder Relations 

Individual level theories have long focused on the individuated concept of “self”, 

exploring how individuals view themselves as distinct from others. Cross-cultural research 

approach (Markus & Kitayama, 1991; Triandis, 1989) moved existing theories to recognise 

that individuals may view themselves both as independent entities separated from others and 

as interdependent entities closely tied to others (Brickson, 2007). As a result, the initial 

unilateral approach has been substituted with a regard of self-view as either “individualistic” 

or “collectivistic”. Brewer and Gardner (1996) further challenged the assumption of two self-

views as still being overly simplistic and suggested that interdependent identities can be 

qualitatively different in nature. They advocated for adding the third self-view of a relationship 

partner, which fundamentally differs than the self-view of a member of collective. Authors 

claimed that the self-view as a relationship partner is based on a personalised dyadic 

relationship with particular others and on occupying significant roles to them, in contrast with 

the self-view as a member of collective, which implies a more impersonal relation to a larger 

whole (Brickson, 2005). On the back of the Brewer and Gardner’s (1996) findings, three 

distinct self-view forms have become widely acknowledged. First, the self-view guided by 

individualistic traits and characteristics that distinguish a person from others. Second, the self-

view of being dyadically connected to particular others through personalised bonds of 

attachment. Finally, the self-view as a member of a larger collective, which does not imply 

personalised ties to the group or the cause. This three part typology of self-views has been 

empirically supported by several studies (Gabriel & Gardner, 1999; Kashima & Hardie, 2000) 

and theoretically extended by fleshing out the antecedents and consequences of a self-view 

into an “identity orientation framework” (Brickson, 2000). It has been further pointed out that 

various identity orientations have important implications for the motivation state. An 

individualistic orientation is associated with concerns for personal benefit, a relational 

orientation is associated with regards for the welfare of selected relationship partners and a 

collectivistic orientation is associated with an emphasis on well-being of a greater community.  

Previous research at the organisational level also has been long dominated by a 

dichotomy between organisations as individual entities and organisations as social entities 

(Brickson, 2007). Empirical studies within corporate social responsibility (Agle, Mitchell, & 

Sonnenfeld, 1999), human resource management (Gooderham, Nordhaug, & Ringdal, 1999) 
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and psychological contracts (Rousseau & McLean Parks, 1993) discussed the differences 

between individualistic and more socially oriented organisational approaches. Brickson (2000; 

2005) further suggested that the identity orientation framework could be applied to the 

organisational level of analysis. They noticed that similar to individuals, organisations are 

defined by their members as individualistic entities, relationship partners or members of a 

larger group.  

Recent empirical research suggested that the interdependent or “socially oriented” 

perspective could be further divided into relational and collectivistic identity orientations 

(Brickson, 2005). The work of Trevino, Butterfield and McCabe (1998) on the ethical work 

climate presented some empirical evidence of the three identity orientations being present at 

the organisational level. The authors used four factors to predict the attitudes and behaviours 

of employees, three of which correspond with the identity orientations: “self-interest climate” 

(when organisations expect their members to promote their own prosperity); “employee-

focused climate” (where organisations expect their members to care for each other); and 

“community-focused climate” (in which organisations expect their members to advance the 

well-being of a larger community). The fourth factor employed by Trevino et al. (1998), “law 

and professional code climate” corresponded to adherence to professional and legal standards. 

These studies from various literatures suggested that organisational identity 

orientation would have significant implications for the ways organisations relate to their 

stakeholders within and outside the organisation. Stakeholder relations of individualistic 

identity organisations are guided by instrumentality or indifference, which would result in 

fewer and weaker relationship ties (Brickson, 2000). Relational identity organisations 

establish connections to selected partners based on cooperation and trust, which creates strong 

dyadic ties between them (Brass et al., 1998). Concurrently, collectivistic identity 

organisations take a networking approach to their stakeholder relations by prioritising their 

connections based on cooperation within larger groups (Brickson, 2000). 

The nature of identity orientation at the organisational level mirrors the one at the 

individual level. Concerning an individualistic identity orientation, members view 

organisation as an independent entity characterised by organisational features, which 

distinguish it from other institutions. Individualistic organisations prioritise maximising the 

organisation’s own prosperity. Within an organisation with a relational identity orientation, 

members focus on the organisation’s traits that dyadically connect it to selected partners that 

are perceived as having high value for the organisation’s welfare. The emphasis, therefore, is 

on maintaining these relationships and promoting the well-being of selected others. Finally, 
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organisations with collectivistic identity orientation emphasise maximising the prosperity of 

a wider community. Members of a collectivistic organisation consider it to be part of a larger 

group and value those organisational features that connect it to the larger whole. 

3.5.1 Organisational Identity Orientation Framework 

Organisational identity has been widely described as an organisational level construct, 

which reflects members’ shared perceptions about the organisation and responds to the “who 

are we as an organisation?” question (Albert & Whetten, 1985). Organisational identity is 

comprised of the features that organisational members recognise as central, distinctive to the 

organisation and persistent within the organisation over time (Albert & Whetten, 1985; Dutton 

& Dukerich, 1991; Pratt & Foreman, 2000). Identity guides organisational actions allowing 

entities to establish coherent relations with counterparts and helping the counterparts 

understand how to interact with the organisations (Albert & Whetten, 1985; Swann, 1987). 

Building on this theorisation, the concept of organisational identity orientation 

(Brickson, 2005; 2007) was introduced to express “the assumed nature of association between 

an organisation and stakeholders as perceived by members” (2007: 866). Organisational 

identity orientation does not refer to the nature of association between individuals inside an 

organisation and individuals-outsiders, but to the nature of association between an 

organisation as a whole and other entities. Similar to organisational identity, organisational 

identity orientation is culturally embedded (Hatch & Schultz, 1997) and negotiated among 

members (Scott & Lane, 2000). Organisational identity orientation describes the link between 

organisational self-perception and its standing towards stakeholder groups. It reflects 

organisational mission statements, codes of conduct, strategies, policies, rules and procedures, 

as well as shared interests, goals, concerns and agendas (Wickert & Schaefer, 2015). The 

concept is aimed at capturing the roles that organisations adopt in interactions with their 

stakeholders and at explaining the motivations that drive organisations towards choosing and 

enacting particular roles.  

One of the great advantages of this framework is its ability to move away from 

questioning whether organisations should be actively involved in the communities in which 

they operate to portraying all organisations as active social actors that interact with their 

stakeholders in various forms. The concept was initially developed at the individual level 

studies of identity (Brewer & Gardner, 1996) and applied to the organisational level in a two-

industry study by Brickson (2005). Foundational paper by Brickson (2005) outlined three 

types of organisational identity orientations with distinct cognitive and motivational 
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characteristics: individualistic, relational and collectivistic. Previous studies revealed a 

correlation among a number of organisational features, such as industry, nature of 

beneficiaries and organisational structure and identity orientation of an entity. At the same 

time, they documented that identity orientation could still vary considerably, suggesting that 

organisations are less bounded by their structural features than could have been expected and 

possess considerable discretion over their orientation towards stakeholders. 

3.5.1.1 Individualistic Organisational Identity Orientation 

Individualistic identity orientation reflects an organisation’s self-perception as an 

atomised individualistic actor majorly disconnected from other entities. From an 

individualistic perspective, stakeholder groups are salient to the extent that they could assist 

or constrain an organisation in achieving its goals. Individualistic standing would generally be 

associated with an instrumental approach to stakeholder management aimed at enhancing the 

organisational performance towards its goals, such as brand leadership, financial returns or 

market share. At the same time, individualistic identity orientation is believed to promote 

increased individual initiative, ambition, efficiency, adaptability and innovation within 

organisations (Brickson, 2007). Entities with an individualistic identity orientation generally 

have weaker ties with stakeholders other than shareholders due to their belief in the idea of 

independence between entities (Brass et al., 1998). 

With regard to sustainable banks, the existing literature considered these organisations 

unlikely to be dominated by individualistic identity orientation, as their profit-making goals 

are balanced with the simultaneous pursuit to solve social problems by benefitting their direct 

partners (relational) or larger causes (collectivistic) (Thompson & Doherty, 2006). Even 

though in some cases sustainable finance organisations may involve in profit-generating 

activities that reflect individualistic orientation, such operations will still enhance the 

achievement of their community development missions (Pache & Santos, 2013; Young, 2001). 

3.5.1.2 Relational Organisational Identity Orientation 

Relational identity orientation is used to describe an organisation’s self-definition as an 

actor oriented towards a selected number of relationships with particular stakeholders that are 

subjectively assigned high significance in organisational activities. Relational identity 

orientation organisations tend to prioritise relationships with constituencies that are the most 

salient to their organisational identity and support causes that are the most closely related to 

their stakeholders’ interests (Bingham et al., 2011). As opposed to individualistic identity 
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organisations that involve in stakeholder relations to advance their financially motivated goals, 

relational identity organisations perceive relationships with external constituencies as ends in 

themselves. According to the relational identity orientation logic, this focus on associations 

with the valued constituents strengthens the congruency that organisations are likely to see 

between themselves and their stakeholders (Brickson, 2007; Gomez-Mejia et al., 2007). This 

operational logic enables relational identity orientation organisations to cultivate identity traits 

that are both unique to them and congruent with the claims of their stakeholders (Albert & 

Whetten, 1985; Scott & Lane, 2000). 

Previous literature suggested that sustainable banks as organisations with high corporate 

responsibility credentials may possess relational identity orientation (Brickson, 2005; 2007; 

Freeman et al., 2004; Thompson & Doherty, 2006). Guided by their community development 

logic, sustainable banks aim to support self-selected, underprivileged or disadvantaged 

customers (Austin & Ebrahim, 2010). Therefore, the establishment of strong and lasting ties 

with these stakeholders becomes a central objective of sustainable finance institutions, which 

may not always collide with increased profitability or enhancement of a broader community 

wellbeing. 

3.5.1.3 Collectivistic Organisational Identity Orientation 

Collectivistic identity orientation refers to an organisational self-concept of a member 

of a broader community connected to all members of a social group. This type of identity 

orientation is more system centred, emphasising relationships based on service alliances, 

strong coalition-based ties and cooperative approaches (Brickson, 2007). Collectivistic 

identity organisations are focused on fostering broad social welfare without targeting any 

particular community, for example by “promoting the ecological sustainability of the earth” 

(Brickson, 2005: 577). Organisations with a collectivistic identity orientation further view 

stakeholders as collaborators, who experience the effects of their corporate behaviours 

(Freeman, 1984). Contributing to the welfare of its members reinforces the identity of 

collectivistic organisations as those that make stakeholder contributions that are consistent 

with their values (Albert & Whetten, 1985). Collectivistic identity orientation organisations 

establish their stakeholder relationships driven by common purpose, but similar to 

individualistic identity orientation organisations they do not view these relationships as a 

means to an end (Wickert, 2015). Nonetheless, the shared agenda is focused on wellbeing of 

a larger community and, therefore, is driven by motivations that are very different from self-

interested goals of individualistic identity orientation organisations (Brickson, 2007). 
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The existing studies claimed that collectivistic identity orientation could be adopted by 

many socially oriented organisations (Thompson & Doherty, 2006; Wickert, 2015). Findings 

from my research, however, contradict this prevailing assumption and propose that sustainable 

banks maintain relational identity orientation towards their stakeholders. They develop strong 

ties with particular customers, usually underserved and previously excluded from the agendas 

of conventional financial institutions and avoid supporting a broad but unspecified community 

development agenda. 

3.5.2 Organisational Stakeholder Orientation Framework 

O’Higgins (2009) made another attempt to establish a link between stakeholder 

relations management and organisational identity. Organisational stakeholder orientation 

resembles Brickson’s (2005) theorisation of organisational identity orientation. However, in 

contrast with Brickson (2007), who described organisational identity orientation as a fairly 

durable feature of identity, O’Higgins (2009) presented a more dynamic understanding of 

stakeholder orientation. In her view, organisational stakeholder orientation is more contextual, 

temporal and potentially varying over time and causes. Her framework is based on a 

configurational approach and grounded in stakeholder theory (Donaldson & Preston, 1995; 

Freeman, 1984; Phillips, 2003). O’Higgins (2009) categorised organisations into four types 

with respect to their orientations towards stakeholders.  

Sceptical stakeholder orientation reflects organisational self-view as a profit-driven 

agent aimed for delivering benefits to its capital providers (Schneper & Guillen, 2004). 

Sceptical orientation organisations do not recognise stakeholders other than shareholders 

(Letza et al., 2004), whom they give rights to participate in organisational profits. Other 

external constituencies sceptical organisations take into consideration only to the extent that 

they support or constrain the attainment of their organisational objectives (Kaler, 2003). 

Sceptical organisations are common within the controversial industries, such as tobacco, 

gaming or alcohol production. Stakeholder orientation of sceptical organisations could be 

further described as “coercion” (Stoney & Winstanley, 2001) or “reactivity” (Clarkson, 1991). 

Sceptical organisations do not proactively pursue identification of stakeholder groups that may 

hinder their activities or management of their requests. Focused on maximising shareholder 

value creation, such enterprises address stakeholder interests within the limits of the existing 

legislative obligations and industry requirements. Furthermore, sceptical organisations tend to 

practice moral relativism in their work towards attaining market goals and sustaining 
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competitive advantage. Kay (1997:135) described such organisations as “a group of people 

who find it expedient every morning to renew their contracts with each other”. 

Pragmatic stakeholder orientation stands for an instrumental approach to stakeholder 

recognition. These organisations establish relationships with important counterparts, who can 

enhance or constrain their economic performance, to ensure the loyalty of these strategic 

partners. The instrumental approach of pragmatic organisations suggests devoting attention to 

the needs of powerful stakeholders, who can have impact on the organisation’s ability to 

achieve its goals. Mitchell et al. (1997) claimed that salience of particular stakeholder groups 

derives from their power, legitimacy and urgency of their claims towards an organisation. 

Organisations with pragmatic stakeholder orientation may ignore normative legitimacy of the 

less powerful claims, which often results in leaving unaddressed those causes that do not lead 

towards increased profitability or productivity. Clarkson’s (1991) described such stakeholder 

approach as “defensive”, claiming that such organisations only do the necessary minimum in 

addressing wider causes that are not directly linked to their operations efficiency.  

The philosophy of pragmatic organisations is close to sceptical in their single 

objective stakeholder approach; however, pragmatic enterprises are pluralist in the ways they 

address their counterparts. They use various approaches to interacting with powerful 

stakeholders and guiding their activism and often outsource this function to external mediators 

(Thomson & Bebbington, 2005). Pragmatic organisations are further likely to divert attention 

from stakeholders once their common interests cease to coincide (Steger et al., 2007). 

Sceptical and pragmatic organisations consider themselves independent from wider 

communities in which they operate. Both sceptical and pragmatic organisations adhere to the 

transactional approach to contractual relationships. In Brickson’s (2005) typology, they 

correlate with individualistic identity orientation in the sense that they predominantly focus 

on their own prosperity.  

Engaged organisations take a step away from the unitary focus on financial resilience 

and put the community development goals at their core, therefore, adhering to the goals 

duality. Enterprises with engaged approach to stakeholder relations aim to achieve their 

economic ends through the means that correspond to their purpose and values. Engaged 

organisations do not perceive financial and social objectives as a trade-off (DiNorcia & Tigner, 

2000), reaching out to various stakeholders with corresponding values. Engaged organisations 

accommodate the needs of their stakeholders, accept responsibilities towards communities in 

which they operate and proactively react to their responses. Unlike pragmatic organisations 

that interact with stakeholders mainly for public relations or compliance reasons, engaged 
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enterprises actively involve their stakeholders into solving common issues through dialogue 

and collective exploration (Roloff, 2008). Such enduring relations of engaged organisations 

with their stakeholders often result in building durable communities of practice, which share 

knowledge, innovation and competencies (Roloff, 2008). 

The engaged approach corresponds to relational identity orientation in Brickson’s 

(2005) framework, which involves building vigorous, long-term, resilient relationships with 

the organisation’s partners. They also correlate with collectivistic identity orientation in their 

self-view as part of an extended community and individualistic orientation in their 

simultaneous focus on the pursuit of financial gains. Davies (1999: 194) in his “Tomorrow’s 

Company”, described such organisations as those that “treat stakeholders as the spokes of a 

wheel – all are needed to move forward and each takes the load in turn.” Engaged 

organisations acknowledge their mutual interdependence with internal and external 

stakeholders. They embrace the multiplicity of goals and plurality of legitimate stakeholders. 

Whereas being fully committed to developing communities in which they operate, engaged 

organisations devote equal attention to providing quality goods and services to achieve 

economic resilience.  

Contrary to previous two types, engaged organisations strictly adhere to their 

normative obligations of fairly treating legitimate stakeholder groups and perceiving them as 

ends in themselves. Engaged organisations integrate both power and legitimacy in their 

considerations of the stakeholder identification and salience. They equally consider the needs 

of different communities and may only subvert the rights of a legitimate stakeholder group in 

favour of a more powerful one if it will generate longer-term beneficial consequences for the 

less powerful group with normative claims (O’Higgins, 2009). Engaged organisations devote 

particular attention to their commitments towards employees, managers, capital providers and 

the local community (Blair & Stout, 1999). Contrary to pragmatic organisations that adopt 

temporary, discretionary normative attitudes towards stakeholders, which are not resistant to 

economic pressures to abandon them, organisations with engaged stakeholder approach 

institutionalise their normative standing. If normative and instrumental goals of engaged 

organisations get in conflict, they will try to resolve it through cooperation with the affected 

stakeholders (Maharaj, 2008). 

Idealistic stakeholder orientation presumes a normative stance and full embracement 

of the needs of a wider community. The priority purpose of idealistic organisations is to serve 

the community and to address stakeholder interests (Etzioni, 1998). Economic activities are 

considered secondary to this mission and as a means towards social ends. In case of a conflict 
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between instrumental and normative goals, idealistic organisations will take the normative 

solution. Idealistic organisations perceive as legitimate stakeholders only groups and 

individuals with normative claims on the organisation. Besides normative stakeholders with 

an interest in the organisation and affected by its operations, idealistic organisations extend 

their responsibilities towards all counterparts they would like to help and see themselves as 

fiduciaries for all of society (Kaler, 2003). However, idealistic organisations could also be 

established with the explicit commitment to serve a particular cause or stakeholder group. 

In idealistic organisations, their community development mission defines their 

stakeholder orientation (Stoney & Winstanley, 2001). Their proactive support towards the 

extended stakeholder community goes beyond industry requirements (Clarkson, 1991). Such 

normative stakeholder approach often becomes a constitutive part of their organisational 

identity, as in case with many social entrepreneurs (Nicholls et al., 2015). Idealistic 

organisations measure the success of their activities in terms of the community needs 

satisfaction and stakeholder benefit. Idealistic organisations endeavour the community 

development through selected activities and initiatives, which may or may not correlate with 

their main operations. In Brickson’s (2005) typology, idealistic organisations correspond to 

collectivistic identity orientation, but paradoxically individualistic as well, due to the strong 

focus on organisational uniqueness and “otherness”. 
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TABLE 3. FEATURES OF THE STAKEHOLDER ORIENTATION 

FRAMEWORK 

 Sceptical Pragmatic Engaged Idealistic 

Organisational 
purpose 

Shareholders 

welfare 
Shareholders 

welfare 
Organisational 

welfare, 

embracing 

legitimate 

stakeholders 

Community 

welfare 

Stakeholder 

salience 

Power and 

urgency 
Power and 

urgency 
Normative 

legitimacy, 

power and 

urgency, plus 

derivative 

stakeholders 

Normative 

legitimacy, 

dependency, 

urgency 

Stakeholder 

management 

Reactive, 

compliant, 

impersonal 

Conventional, 

enlightened self-

interest 

Fairness, 

interdependency, 

relationships, 

dialogue, trust 

Beneficent 

patron 

Performance 

metrics 

Shareholder 

returns 
Profitability, 

market share, 

shareholder 

returns 

Financial 

performance and 

corporate social 

performance 

Community 

impact 

Organisational 
boundaries 

Discrete from 

society 
Discrete from 

society 
Linkages with 

self-chosen 

constituencies  

Integrated into 

networks with 

variety of 

stakeholders 

Source: based on O’Higgins (2009) and my own data analysis 

 

3.5.3 Bridging organisational identity orientation and organisational 

stakeholder orientation perspectives 

Ferrell et al. (2010: 93) defined stakeholder orientation as “the organisational culture 

and behaviours that induce organisational members to be continuously aware of and 

proactively act on a variety of stakeholder issues.” Approaches to stakeholder engagement are 

a way of expressing organisational identity (Berrone et al., 2007; Brickson, 2005, 2007) and 

accessing aspects of institutional logics embedded in an organisation (Jamali, 2008). 

Stakeholder orientation types within both frameworks vary on multiple factors, such as 

organisational purpose, stakeholder identification and salience, performance evaluation and 
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boundaries between the organisation and its stakeholders (Margolis & Walsh, 2003). Different 

organisational purposes of the discussed types of organisations prescribe various criteria for 

identifying relevant stakeholders and determine various degrees of stakeholder salience to the 

organisation in achieving its purpose. Furthermore, organisations assess their performance in 

accordance with their purpose and select stakeholder relations practices that are consistent 

with their self-view.  

Both frameworks represent a shift from the sole focus on organisation towards a 

network-based, relational and process-oriented view of organisational stakeholder 

engagement (Andriof & Waddock, 2002). The above discussed organisational orientation 

frameworks use instrumental and normative stakeholder theories (Donaldson & Preston, 1995; 

Freeman, 1984) as key concepts to construct the configurations. They delineate a variety of 

approaches to organisational relations with stakeholders into a finite number of configurations 

that explain their broad approaches. Each configuration consists of organisational features 

unique to that configuration (O’Higgins, 2009). This thesis acknowledges these considerable 

similarities and overlaps between the two perspectives and proceeds with the organisational 

identity orientation approach due to its greater focus on organisational identity and stronger 

links to the organisational identity literature. 

3.6 Chapter Summary 

This chapter introduced the concept of organisational identity and discussed the main 

theoretical conceptualisations of organisational identity plurality as a way to capture the 

“hybrid” role of the firm as an economic and an ethical actor. The two perspectives, multiple 

identities organisation theory and hybrid identity organisation theory, which are both rooted 

in Albert and Whetten’s work (1985), were presented and their main differences and 

similarities were discussed in order to find a way to synthesise the two approaches. It was 

further concluded that the existing literature has provided sufficient basis for conceptualising 

organisations as having more than one identity. An integrated process view of pluralistic 

organisational identity was developed to be applied to this study of sustainable finance and 

banking organisations. 

Organisations that combine multiple identities become subject to external demands 

from numerous distinct stakeholders and institutional logics that are understood as external 

orders that determine norms and values, affect resource acquisition and employees attraction 

and provide field level instruments of promoting shared interests through collective behaviour. 

This chapter analysed implications of identity plurality for organisations and discussed how 
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various aspects of organisational identity affect the ways organisational members perceive 

institutional demands and respond to them. It was further proposed that organisational identity 

could serve as a filter, which determines how organisational members perceive, depict and 

react to institutional demands associated with the economic and the ethical roles of the firm 

(Besharov & Brickson, 2016). Therefore, it was concluded that serving as a filter, pluralistic 

identity has potential to synthesise the demands of the economic and the ethical roles within 

sustainable banks.  

The next chapter will cover methodological aspects of this study. It will outline the 

research design, including data collection and analysis, which were adopted to explore how 

sustainable banks perceive and resolve identity plurality and simultaneously perform as the 

economic and the ethical actors. 
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CHAPTER 4 

METHODOLOGY 

Research Design, Data Collection and Analysis 

 

4.1 Research Philosophy 

This chapter outlines the research purpose and research questions of this thesis and 

provides a comprehensive explanation of the research methodology adopted to investigate the 

role of identity in simultaneous pursuit of the economic and the ethical goals within sustainable 

banks as pluralistic identity organisations. Detailed account of the research methodology 

includes the adopted research philosophy and approach, comprehensive research design, 

which explains the techniques used for data collection and analysis, and notes on ethical 

considerations and research credibility. 

4.1.1 Research paradigm 

Thomas Kuhn first used the word paradigm in his “The Structure of Scientific 

Revolutions” (1962) to mark a particular philosophical stance or way of thinking. The word 

has Greek origin and means “pattern”. In the organisational research, the term paradigm stands 

for the researcher’s worldview throughout their research process (Mackenzie & Knipe, 2006) 

and reflects the “basic belief system or worldwide view that guides the investigator” (Guba & 

Lincoln, 1994: 105). This perspective is comprised of four elements, namely ontology, 

epistemology, methodology and axiology, which together constitute the research paradigm 

(Lincoln & Guba, 1990; Sobh & Perry, 2006). Awareness of one’s philosophical assumptions 

is widely acknowledged to increase the quality of research and contribute to the creativity of 

researcher. Moreover, research paradigm forms the basis for research design (Denzin & 

Lincoln, 2005) and, therefore, should be addressed before research is undertaken. 

Differences among research paradigms could be addressed more formally by 

considering their epistemological and ontological stances. Epistemology is used to describe 

what counts as knowledge within the world (Cooksey & McDonald, 2011) and is concerned 
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with the nature of knowledge claims. It answers the following questions: What are the sources 

of knowledge? How reliable are these sources? Research paradigms could vary from the 

position that facts and values are distinct and scientific knowledge consists only of facts, to 

the idea that facts and values are intertwined and hard to disentangle or the view that scientific 

knowledge is ideological and inevitably conducive to particular sets of social ends. Ontology 

is concerned with the nature of reality and relates to whether one believes there is one 

verifiable reality, which is independent of our construction of it, or whether there exist multiple 

socially constructed realities (Patton, 2002). Research methodology should reflect the above 

discussed assumptions about the nature of reality and knowledge, values and theory and 

practice on the particular research phenomenon. 

The positivism paradigm is an empirical approach, which states that science is the only 

foundation of true knowledge and makes a strict distinction between the empirical knowledge 

and the knowledge derived from “metaphysical speculation” (Schwandt, 2001: 199). The 

positivist worldview is objective and not prejudged by theoretical notions, it advocates for 

investigating the social world with the methods, techniques and procedures adopted from 

natural sciences (Bell & Bryman, 2007). Positivists considered knowledge as those statements 

of belief or fact that can be tested empirically, confirmed, verified or disconfirmed and 

generalised (Eichelberger, 1989). In the organisational studies, positivism paradigm has been 

widely applied in quantitative studies based on large data samples. Other researchers, however, 

argued that the positivism stance excludes “the dimension of discovery” (Guba & Lincoln, 

1994) and is fairly unsuitable for studying humans in complex social settings (Sobh & Perry, 

2006). 

Social sciences offered an alternative constructivism paradigm, which differs from 

positivism on the assumptions about the nature of reality, what counts as knowledge and its 

sources, values and their role in the research process. The social constructivist approach 

claimed that reality is socially constructed (Creswell, 2003) and acknowledged the importance 

of subjective meanings held by the studied actors (Saunders, Lewis & Thornhill, 2009). Social 

constructivists proposed that the truth lies within the human experience, and knowledge is 

socially constructed and mind dependent, and, therefore, subjective. This stance further stated 

that social inquiry is value-bound and value-laden, and the purpose of research is to understand 

human experiences. Social constructivism is commonly adopted by qualitatively rich studies 

because it builds on an inductive approach and is particularly well suited for theory building 

purposes (Easterby-Smith, Thorpe & Lowe, 2002). 

A further research paradigm is critical realism, which could be positioned between the 

stances of positivism and social constructivism (Guba, 1990). Critical realism could be 
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described as a less strict or, as labelled by Crotty (1998: 29), a “less arrogant” form of 

positivism. Indeed, this paradigm turned the emphasis from absolute certainty to probability 

and allowed for a certain level of subjectivity rather than absolute objectivity. This stance 

acknowledged that reality exists independently from researcher and a phenomenon could exist 

in human minds, as well as in the objective world (Miles & Huberman, 1994). Therefore, the 

reality cannot be known with certainty, as observations are theory driven and influenced by 

the observer’s biases and worldview (Guba & Lincoln, 1994). However, critical realism also 

moved away from the social constructionism paradigm by emphasising that the reality cannot 

be assessed directly (Easterby-Smith, Thorpe & Lowe, 2002) and phenomena are concept 

dependent, so causal explanations are needed to understand them (Sayer, 2000). 

Critical realism accounts for both the context and scientific explanations, as it aims to 

explain the phenomena under study, as well as the data collected (Easton, 2010). It differs 

from the previously acknowledged approaches in its acceptance of the multiplicity of research 

methods (both quantitative and qualitative), which should be selected based on the nature of 

objects of study and research questions (Sayer, 2000). The critical realist approach allows for 

triangulation of different data sources, which particularly benefits the qualitative case study 

method and allows the researcher to take advantage of rich qualitative data coming from 

interviews, observations, focus groups and document analysis (Yin, 2009). This thesis aims to 

explore and understand the role of identity in the sustainable pursuit of the community 

development and the banking logics. The critical realist stance allows this context to be 

investigated by interacting with members of the GABV and exploring their perceptions, whilst 

also triangulating other data sources. 

4.1.2 Qualitative approach  

This study adopts a qualitative approach to explore the role of identity in the successful 

experience of combining the banking and the community development logics within the 

GABV. Qualitative research refers to “the meanings, concepts definitions, characteristics, 

metaphors, symbols and description of things” and not to their “counts or measures” (Berg & 

Lune, 2012:3). There have been multiple calls within the identity research for further studies 

that would explore “why” and “how” questions, which require a more holistic approach to 

data collection and analysis (Gioia et al., 2010; Pratt, 2012). The qualitative approach is 

particularly well positioned to help researchers uncover the relationships, observe longitudinal 

processes and demonstrate connections between specific events (Miles & Huberman, 1994). 

Zalan and Lewis (2004: 512) further suggested that “whenever a holistic, dynamic and 



 

104 METHODOLOGY 

contextual explanation of the phenomenon is required, qualitative methods would be most 

appropriate methodological choices.” 

The main purpose of a qualitative inquiry is to explore the nature of phenomenon, 

which could be best achieved through personal contact with the field or organisation. In 

qualitative studies, data is mediated through the “human instrument” and the research itself is 

considered to be “an instrument of data collection” (Lincoln & Denzin, 2003). Unlike other 

research approaches that seek independent “realities” through “objective” observations, 

qualitative research locates “the observer in the world” (Denzin & Lincoln, 2005: 2) and 

acknowledges that there is a “relationship between the researcher and the researched” 

(Ormston et al., 2014: 8). Qualitative approach enables researchers to observe, describe and 

explain processes within dynamic environments (Zalan & Lewis, 2004). The role of the 

researcher in a qualitative study is to develop a deep understanding of insights, nuances and 

complexity of the research context (Lincoln & Denzin, 2003). Qualitative approach involves 

a more inductive approach and, therefore, is often used to explore and generate new theoretical 

concepts and claims (Johnson, Christensen & Kagermann, 2008). 

Foreman and Whetten (2016) claimed that even though the concept of organisational 

identity has been thoroughly examined from a conceptual perspective, there has been a lack 

of attention to the methodological concerns. In their comprehensive overview of the ways to 

operationalise and empirically observe organisational identity, they provided sufficient 

guidelines for adopting a qualitative approach to identity studies and reminded that “collective 

understanding of organisational identity has benefited from such a diverse set of research 

methods” (Ibid: 60). The authors further suggested that the most promising path for advancing 

organisational identity studies should involve more complex research designs with multiple 

methods and measures. The qualitative approach has proved to be well suited to explore 

identity processes at organisational level within diverse national contexts (e.g., Battilana & 

Dorado, 2010; Pache & Santos, 2012; etc.). Therefore, this thesis adopts a qualitative approach 

because the aim is to gain a deep understanding of identity within the GABV, an alliance of 

organisations representing different institutional and socio-cultural settings. The qualitative 

approach allows examining in-depth my purposive sample (Yin, 1989) to better understand 

the phenomenon. 
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4.1.3 Abductive approach 

A key question for researchers within any paradigm concerns the role of theory in their 

studies. Handling of theory and relating findings back to previous studies determines whether 

a research could be considered inductive or deductive (Bell & Bryman, 2007). Eisenhardt 

(1989b) identified three distinct uses of theory: (1) as an initial guide to research design and 

data collection; (2) as part of an iterative process of data collection and analysis; and (3) as a 

final product of the research. The motivation for the use of theory to drive qualitative research 

design is to create an initial theoretical framework, which will take into account previous 

literature and create a sensible theoretical basis to inform early stages of the empirical work. 

In the deductive approach theory guides data collection process and aims to answer research 

questions based on the theoretical considerations. A researcher using the deductive approach 

would deduce a particular hypothesis by reviewing and recognising a particular theory, which 

serves as basis for the data collection process (Bell & Bryman, 2007). Although theory can 

provide a valuable initial guidance, it poses a risk for the researcher to see only what the theory 

suggests and, therefore, leave potential new issues and avenues of exploration unattended. It 

is desirable in qualitative studies to preserve a considerable degree of openness to the collected 

data and a willingness to adjust initial assumptions informed by theory. This would usually 

involve an iterative process of data collection and analysis, with initial theories being revised, 

expanded or abandoned (Walsham, 1995). With respect to the theory as the final product of 

research, Eisenhardt suggested that qualitative research could be used to generate concepts, 

conceptual frameworks, propositions or mid-range theories. In the inductive approach, which 

aims to explore and describe research phenomenon in-depth (Miles & Huberman, 1994), the 

theory would be used after observations and findings have been collected. Even though 

Eisenhardt herself explicitly stated her epistemological position as positivism, her views of the 

role of theory were accepted by many qualitative researchers, and the idea of theory as a 

desirable final product of case study research has spread. 

Despite the clear difference between the role of theory in inductive and deductive 

approaches, Bell and Bryman (2007) stressed that each inductive research involves some 

degree of deduction. The authors emphasised that researchers using inductive approach engage 

in relating and comparing observations with theory and moving back and forth between the 

collected data and previous literature, which reflects on a deductive approach. Even though 

the inductive approach supposes that findings are not pre-empted by any theory, Miles and 

Huberman (1994) emphasised the importance of familiarising oneself with theory prior to data 

collection, which clearly advocates for the deductive approach (Sobh & Perry, 2006). 
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The abductive approach is set to address the weaknesses associated with the deductive 

and the inductive research. It has gained popularity within social studies, sometimes referred 

to as the “abductive turn” (Bonfantini, 1988). A researcher following the abductive stance 

seeks to find the best possible explanation for a phenomenon among available 

conceptualisations. Abductive studies are generally characterised by close connection between 

research design, research questions, methodology, analysis and interpretation. Thus, Yin 

(1994: 52) suggested that “a case study design is not something completed only at the outset 

of a study,” and Bryman (2003) described qualitative research as a process of simultaneous 

formulation of theory and collection of data. One of the major differences from deductive and 

inductive studies is the role of framework, which in abductive studies is re-worked and 

modified both based on empirical findings and theoretical insights gained during the research 

process (Dubois & Gadde, 2002). 

This qualitative study is exploratory in nature and adopts an abductive research 

approach. It was commenced with a deductive approach by reviewing multiple concepts of 

pluralistic organisational identity in literature in order to reduce the bias. It then moved to a 

more inductive approach for my data collection process, in which research themes were 

explored with openness, but guided by the initial conceptual understandings. After the data 

collection, the research findings were related back to the previously reviewed literature and 

thus again adopted a deductive approach to discuss the findings. Hence, it could be concluded 

that the research followed an abductive approach (deductive-inductive-deductive), which 

enabled the awareness and acknowledgement of the existing theoretical developments, whilst 

also allowing them to be further explored and extended. 

4.2 Research design 

Research design represents a detailed framework of the study and determines data 

collection techniques (Bell & Bryman, 2007). This study follows an exploratory research 

design using the case study method aimed at achieving a deep understanding of the pluralistic 

organisational identity within the sustainable banking setting. The case study design is 

recommended for investigating specific cases, such as “individual, group, organisational, 

social, political and related phenomena” (Yin, 2009: 4), and is appropriate when the aim is to 

explore the research object in detail (Ghauri, 2004). This thesis, therefore, applies the case 

study design using the techniques of interviews, participant observations and document 

analysis. 
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Eisenhardt (1989b: 534) defined the case study approach as “a research strategy, 

which focuses on understanding the dynamics present within single settings.” Vissak (2010: 

37) emphasised that case studies are appropriate for “several purposes, including theory 

generation, testing, refutation, refining and prediction.” The case study method is believed to 

be particularly useful for studying contemporary phenomena as it allows for the discovery of 

casual relationships through longitudinal processes, states, events and their outcomes 

(Bromley, 1986; Yin, 2009). Case study is a suitable approach for research aiming at 

answering “how” and “why” types of questions (Yin, 1994; Ghauri, 2004) in studies of 

interpretive and explanatory nature (Yin, 1989; Walsham, 1995; Yin & Davis, 2007). The case 

study method could stimulate research in areas, where current theories have failed (Yin, 2009) 

or where theory is being built (Ghauri, 2004). The case study method enables in-depth 

exploration of the phenomenon and provides basis for investigation of subtle similarities and 

difference among cases (Eisenhardt, 1989b; Yin, 1989). Miles and Huberman (1994: 29) 

further claimed that when we look at “a range of similar and contrasting cases, we can 

understand a single-case finding, grounding it by specifying how and where and, if possible, 

why it carries on as it does.” 

Previous research suggested that the case study approach could be applied to 

organisational studies as a motivation or an illustration (Siggelkow, 2007). Firstly, case studies 

could be a great way to motivate authors’ research questions and persuade readers and 

reviewers that their conceptual argument is an important phenomenon. Though much of the 

academic research developed from primarily theoretical motivations of the authors, it can be 

argued that inspiration derived from a real-world story or situation has more appeal and 

potential for making a conceptual contribution. Secondly, case studies could be employed as 

an illustration – “a concrete example of every construct that is employed in a conceptual 

argument” (Ibid: 22). In this role, cases could help authors get a fuller understanding of the 

phenomena they study, provide more persuasive evidence about the underlying causal forces 

and ensure that their conclusions and conceptual arguments move beyond the purely 

speculative stage. 

Organisational studies, as well as other academic literature, have long been engaged 

in the on-going debate about the comparative value of different research approaches. There 

are various advantages of applying the case study research design to organisational studies. 

Firstly, this approach enables a process review, which is necessary when studying identity on 

the organisational level and allows for direct observation and interaction with the real case 

setting (Ghauri & Grønhaug, 2010). Secondly, case studies have a proven potential to deepen 

our understanding of the research phenomena encouraging theory testing and theory building 
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(Yin, 2009). The case study method permits the collection of detailed descriptive data, usually 

qualitative in nature, and provides an excellent opportunity to keep asking questions until 

sufficient answers have been obtained (Ghauri, 2004). As noted by Siggelkow (2007: 22), 

“getting closer to constructs and being able to illustrate causal relationships more directly are 

among the key advantages of case research”. Thirdly, Yin (1994) suggested that the use of the 

case study method is particularly beneficial, when an international component, such as 

multiple national settings, is involved. The case study research design, therefore, appears well 

suited for my research, which involves a substantial degree of contextualisation due to the data 

collection being conducted in cross-border and cross-cultural settings (Ghauri, 2004). 

Although the case study research design has a number of proven advantages, its 

application could also be constrained by certain shortcomings (Vissak, 2010). Firstly, case-

based researchers often feel obliged to defend themselves against the charge of non-

representativeness. To sustain the non-representativeness argument, organisations included in 

the sample need to be very special, carefully selected cases, which have potential, in the eyes 

of the researcher, to allow them to gain certain insights that other organisations would not be 

able to provide (Siggelkow, 2007). The choice of the case study methodology could be further 

supported if this method enables particular insights that allow drawing inferences about more 

“normal” organisations. Secondly, the case study method often has been criticised for its 

arguable descriptiveness and lack of generalisability (Siggelkow, 2007). Although case studies 

have proved to allow access to rich, in-depth and high-quality data, they are often criticised 

for findings that cannot be replicated or further checked against the reliability measures. To 

account for this limitation, Miles and Huberman (1994) suggested that the generalisability of 

case study results should be referred to as analytical generalisation, which could contribute to 

theory building and could help generalise findings to a specific theory (Yin, 2009). Thirdly, 

Miles and Huberman (1994) further warned that the case study method involves practical and 

coordination problems. The case study research is based on synthesis of multiple data sources, 

such as interview transcripts, observation notes, supporting documents and organisations’ 

reports. This makes the case study research “time-consuming and labour-intensive” (Vissak, 

2010: 374), usually involving hours of interviews and observations associated with high data 

collection costs. Data analysis of qualitative cases further involves extensive and costly 

transcribing. Finally, Scapens (2004) cautioned that case studies require clear research 

questions and thorough comprehensive understanding of the existing literature. This method 

demands researchers to analyse large amounts of diverse data and analytically combine them 

to draw conclusions (Scapens, 2004; Ghauri, 2004), and, therefore, necessitates excellent 

communication skills. Yin (1984) confirmed that the case study approach is remarkably 
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difficult to conduct, despite traditionally being classified as “soft” research. He pointed out 

that “the ‘softer’ the research technique, the harder it is to do so” (Ibid: 26). 

The existing literature distinguished between single and multiple case study designs, 

which could further be holistic or have embedded sub-cases within an overall holistic case. 

Thus, Yin (2009) identified the following four types of the case study designs: 1) holistic 

single case, 2) embedded single case, 3) multiple cases with one unit of analysis and 4) 

multiple cases with multiple units of analysis. This research employs the single case study 

approach with embedded sub-cases (individual banks) within an overall holistic case (the 

GABV). Identity research has been often criticised for giving limited attention to the 

organisational level of analysis compared to the individual level (Gioia et al., 2010), which 

resulted in limited understanding of pluralistic organisational identity as a phenomenon. 

Moreover, the majority of studies researched identity at a single level (Pratt, 2012; Kreiner et 

al., 2015). This study adopts the organisational level research to explore sustainable banking 

identity within the GABV. As a result, the data was collected at the GABV member banks as 

organisational subunits standing for the organisational level to gain a comprehensive 

understanding of pluralistic organisational identity of the GABV.  

The first step in the case study approach requires selecting the research setting. Ghauri 

(2004) emphasised that the case selection rational should be guided by the research problem 

and research questions. Cooper (1984) further suggested that the easiest accessible population 

should be prioritised, as it is advantageous to include participants with evident interest in the 

proposed study. Ghauri (2004) also noted the significance of time and funding considerations 

for the case study research. For this thesis, the GABV has been selected as the single case 

study. Firstly, contact with the GABV Executive Director Dr Marcos Eguiguren has been 

established with the help of my primary research supervisor Prof. Kenneth Amaeshi. 

Following the personal contact, a formal research proposal has been submitted to the GABV 

Secretariat outlining the research purpose and objectives. The research proposal has been 

shared with the member banks through an internal online platform to inform them of the study 

and to recruit research participants. Twelve banks responded to this call for research 

participants and after discussing the research proposal at their board meetings it resulted in 

formal agreements to participate in the study. This allowed the data collection through 

interviews to begin in 2016. 
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4.3 Data Collection 

The field of sustainable finance and banking provides fertile ground to explore the 

phenomenon of pluralistic identity organisations and its theoretical underpinnings. This study 

aims for “theoretical extension,” a term used to describe qualitative studies focused on 

“broadening the relevance of a particular concept or theoretical system to a range of empirical 

contexts other than those in which they were first developed or intended to be used” (Snow, 

Morrill, & Anderson, 2003: 187). Given the scarcity of the empirical scholarly research on 

theoretical tenets associated with pluralistic identity organisations (Pratt & Foreman, 2000), a 

qualitative case study of a specific organisation within the industry was conducted (Yin, 2008), 

a method proven to be well suited for elaborating on the existing theories of organisations 

(e.g., Battilana & Dorado, 2010; Glynn, 2000). Although constraining the focus to one 

community within the global financial market (i.e., sustainable banks, members of the GABV) 

limited the generalisability of the findings, it allowed to generate much richer insights into the 

identity challenges, processes and outcomes within my empirical setting. The primary goal in 

this study is not replicability but exploring the role of identity in sustaining the duality of the 

community development and the banking goals within the sustainable banking field. 

The data was collected from multiple sources, following what Creswell (2003) called 

a triangulation approach, in which multiple methods, data sources and units of analysis are 

used to evaluate a set of theorised relationships within a single study. A variety of primary 

data sources were used (semi-structured interviews, participant observation) and 

complemented them with a substantial amount of secondary data sources (combined annual 

reports of the GABV and its member banks, archival interviews, corporate websites, banks’ 

internal documents, etc.). The full set of data sources used for this study is presented in Table 

4, which summarises the details on every source used, including the detailed description of 

data, its quantity and type. 
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TABLE 4. OVERVIEW OF DATA SOURCES 

Description of Data Quantity Type 

Primary Data Sources 

Semi-structured Interviews 

- GABV member Banks’ Board Directors 

- 5 GABV Secretariat employees 

51 individuals 

76,5 hours  

(average: 1.5 hours per 

interview) 

Qualitative 

Participant Observations 

- Attended the GABV Governing Board Forum 

meeting in Copenhagen, Denmark (2015) 

 

3 days, 10 hours/day 

Qualitative 

- Attended the GABV Governing Board Forum 

meeting in Kathmandu, Nepal (2016) 
4 days, 10 hours/day  

Site Visits 

- Toured the Merkur Cooperative Bank branch 

in Copenhagen 

- Toured the Triodos Bank branch in London 

 

8 hours 

Qualitative 

Secondary Data Sources 

Combined Annual Reports 

- the GABV member banks 

- the GABV 

2009-2019 Qualitative 

Quantitative 

Archival Interviews 

- Interviews with the GABV management 

recounting the history and nature of sustainable 

finance and banking 

- Interviews with the GABV management 

regarding the GABV approach and expansion 

- Interviews with CEOs and senior executives 

of the GABV member banks 

 

9 interviews 

 

 

23 interviews 

31 interviews 

Qualitative 

GABV Website 2015-2019 Qualitative 

GABV Banks Websites 62 websites Qualitative 

Banking Regulation Documents 47 documents  

2009-2019 
Qualitative 
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Archival Documents 

- Organisation specific historical notes written 

by internal historians 

- The GABV historical notes written by the 

Secretariat staff members 

- The GABV archival documents, press 

releases, meeting notes and annual reports 

 

32 documents 

 

11 documents 

18 documents 

Qualitative 

Source: Author (2019) 

 

To reveal the role of identity in sustainable combination of the economic and the ethical 

goals, the qualitative research approach was employed. The study followed the successful 

experience of previous research that utilised the qualitative analysis to study the content and 

behaviours of organisational identity within pluralistic identity organisations (e.g., Battilana& 

Dorado, 2010; Brickson, 2005; Golden-Biddle & Rao, 1997; Pratt & Rafaeli, 1997). It relied on 

interviews as the main source of data on pluralistic organisational identity content and behaviours. 

This study aimed at obtaining views and perspectives of board directors, as they occupy a key 

position in the organisational decision-making process and possess a subtle understanding about 

organisational values, mission and vision (Sobh & Perry, 2006). Overall, data sources included 

written and oral stories told by the GABV banks and shared through their published documents 

about the work they do to improve the quality of life for individuals and communities in which 

they operate. Document analysis and participant observations helped develop initial 

understanding of the sustainable banking identity and its implications for the GABV members, 

whereas interviews allowed me to achieve a deeper understanding of the sustainable banking 

identify and to clarify ambiguous points. Participant observations and documentation data also 

served as important triangulation materials and supplementary sources for understanding the 

phenomenon and its presentation to various constituencies including discrepancies among 

participants’ perspectives, as well as the means of gaining additional perspectives on the key 

issues (Jick, 1979; Miles & Huberman, 1994). 
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4.3.1 Interviews  

The primary data sources for this study were semi-structured interviews conducted with 

board directors from a diverse selection of the GABV banks from 2016 to 2019. The purpose of 

these interviews was to gather information from actors about the perceived sustainable banking 

identity and its implications for these pluralistic identity organisations. Semi-structured 

interviews were employed at the beginning to provide as wide a scope as possible for data 

collection. Fontana and Frey (2000: 663) defined interviews as “negotiated accomplishments of 

both interviewers and respondents that are shaped by the contexts and situations in which they 

take place.” Qualitative interviews have been further described as “the most direct, research-

focused interaction between research and participant” (Kazmer & Xie, 2008: 258), and praised 

for their high potential to “enter into the other person's perspective” (Patton, 2002: 341) and 

develop “thick descriptions of a given social world analysed for cultural patterns and themes” 

(Warren, 2002: 85). Interviews are one of the most widespread and acknowledged methods in the 

qualitative research (Myears & Newman, 2007; Bell & Bryman, 2007; Ryan et al., 2009). They 

are considered a central resource for social science, which is preferred by many scholars for its 

ability to gather rich empirical data (Eisenhardt & Graebner, 2007; Crow, 2013). 

Burgess (1982: 107) emphasised that interviews give the researcher an opportunity to 

“probe deeply, to uncover new clues, open up new dimensions of a problem.” Moreover, 

interviews could be superior to alternative qualitative research techniques as they allow common 

themes to be established between respondents (Warren, 2001). This method further encourages 

the researcher to focus and elaborate on the emerging themes that they find most promising and 

important for answering the research questions, thereby, directing the researcher to follow the 

perspective of the participant. Most qualitative studied employed semi-structured and 

unstructured interviews, whereas structured interviews with a sequence of questions asked in the 

same order and the same way of all subjects of the research are more applicable to the survey-

based approaches. Semi-structured interviews allow for certain flexibility (Bell & Bryman, 2007), 

as the researcher can direct and alter the sequence of questions, paraphrase and repeat questions 

where necessary. Semi-structured questions were chosen for the purposes of this research to 

enable participants to elaborate and expand on specific questions, which they felt were relevant 

to the research topic, and to ask participants about their opinions on certain events (Yin, 2009). 

Moreover, the researcher had an opportunity to follow up on comments, which were found 

relevant to the studied phenomenon (Bell & Bryman, 2007). 

Interviews lasted from 45 to 80 minutes, were audio recorded (when possible) and 

transcribed for further qualitative analysis. Interviews could be done through the means of email, 
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phone or video conference or in person (Ghauri & Grønhaug, 2010). In this study, the latter two 

methods were used and, more specifically, 34 out of 51 were video conference interviews and 

seventeen were in-person interviews. The initial interview protocol was largely standardised 

across the participants and the questions asked were determined beforehand in a form of an 

interview guide, with some customisation for particular roles and contexts. Open-ended questions 

allowed me to gain insights that are more accurate, gather more detailed information about the 

participants’ perspectives and capture nuances, such as altitudinal, personal and value-laden 

material (Knight & Arkesey, 1999; Oltmann, 2016). Board directors from twelve GABV member 

banks across ten different countries were interviewed, as well as the GABV Secretariat 

employees. Interviewing the Alliance members from different levels, who have different roles 

and degrees of involvement with the GABV movement, together with conducting interviews at 

different regional chapters of the GABV, allowed to gain a holistic understanding of the identity 

content and behaviours that are taking place. 

Interview questions were formulated in accordance with the research aims and questions 

(Yin, 2009) and based on the existing literature, reviewed at the initial stage of the research. By 

familiarising with the relevant literature beforehand, deep conceptual understanding of the 

research topic was gained, which was necessary for successful interviewing (Miles & Huberman, 

1994). The interview guide helped me ensure that all main research questions were covered 

throughout the interview process, whilst remaining flexible to follow up on the most interesting 

and relevant interviewees’ responses. Questions for the interview guide were formulated with a 

process questioning language based on Pettigrew et al. (2001) of “what”, “how”, “why” and 

“where”. The complete interview protocol could be found in Appendix 4. 

Compared to the early interviews, subsequent interviews were becoming progressively 

more structured as themes started emerging from the data. This progressive focusing of the 

interviews allowed for targeted data collection in my attempts to identify patterns, consistencies 

and inconsistencies across the Alliance, as well as tentative relations among the concepts. To 

minimise the possibility that interview questions in follow-up interviews with the same 

participant might bias members’ responses towards the evolving interpretations, issues raised by 

other participants were identified and used terms generated by the participants to frame questions, 

before raising questions to follow up on issues identified by the same interviewee. Long breaks 

(often months) between interviews also served to reduce the bias. 
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4.3.2 Cross-cultural interviewing  

Cross-cultural interviews involve a researcher and an interviewee from different 

backgrounds, who might not share common assumptions about meanings (Schneider, 2011). 

Conducting cross-cultural interviews in countries with different languages requires the researcher 

to take into account linguistic considerations. As the researcher speaks both English and Spanish 

(as the second and the third languages), the access and interview language for the Latin American 

Chapter within the GABV was Spanish. This allowed participants to respond in their mother 

tongue, which is considered a linguistic advantage (Marschan-Piekkari & Reis, 2004), and 

allowed to avoid using help of an interpreter in cases when the respondents did not speak English. 

Marschan-Piekkari and Reis (2004: 224) further argued that in cross-cultural interviews, the 

“choice and use of language, as well as the researcher’s and the interviewee’s language skills, 

affect the dynamics in various ways.” Therefore, depending on the respondent’s native language, 

the interview was conducted either in English or in Spanish. 

Although English language is often promoted by journals and other researchers as an 

appropriate interview language, Marschan-Piekkari and Reis (2004) argued for a multilingual 

approach to have certain advantages over a unilingual English-dominated approach. Firstly, as 

the topics addressed were complex and required sufficient understanding of the subject, research 

benefited from allowing participants to express themselves more naturally and freely in their 

native language. Marschan-Piekkari and Reis (2004) observed that non-native speakers might be 

uncomfortable discussing issues outside their immediate narrow area of expertise due to the 

terminological struggle. Secondly, addressing interviewees in their native language allows 

avoiding the problem described by Murray and Wynne (2001), who argued that respondents could 

perceive themselves as less educated and confident, if they start facing difficulties speaking a 

second language during the interview. Wright (2004: 59) similarly argued that “cross-cultural 

studies should not be carried out in unilingual English fashion.” To support the interview process, 

the interview guide was prepared in both English and Spanish, which helped me control the 

interview process in terms of terminology, ask questions in a more suitable way, quicker react on 

new developments and build trust faster (Ghauri, 2004). 
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4.3.3 Participant observations  

Participant observations facilitate the data collection during social interactions as they 

naturally occur rather than in artificial situations, which help researchers capture less evident and 

subjective elements of the observed phenomena. Yin (1994: 94) claimed that participant 

observations provide “unusual opportunities for collecting case study data… [as it allows] to gain 

access to events or groups that are otherwise inaccessible to scientific investigation”. Participation 

observations further provide researchers wth access to contextualised detailed information and 

deep knowledge of the field, which is vivid to the observer. They make available unique 

information that is difficult to capture by other methods, for instance on the activity functions, 

specific strategic choices of the involved actors and interactions of actors with each other. 

Data collection was supported by undertaking participant observations during the GABV 

Governing Board Forum annual meetings in Copenhagen, Denmark (2015) and Katmandu, Nepal 

(2016). In addition, several regional branches of the GABV member banks were visited, which 

allowed me to do observations of the daily operations of sustainable banks and daily work of their 

employees. Finally, the researcher has been a customer of one of the European GABV banks 

since the start of this research project and has therefore been exposed to multiple forms of 

communication. The researcher also kept a notebook at all times and wrote down observations 

that were later followed up in the interviews. Many informal conversations with board directors, 

co-workers1, affiliated researchers and partners that occurred during the observation periods were 

recorded in field notes. 

The Governing Board Forum (GBF), an expert-led Community of Practice, was initiated 

during the 2015 GABV Annual Meeting in Paris. The Regional Chapter meeting at Merkur 

Cooperative Bank in November 2015 marked the first in-person meeting of banking professionals 

within the GABV. The GBF has been built to provide each member bank with an opportunity to 

network, share and learn about governance systems, challenges and opportunities. Hosted by the 

GABV member, Merkur Cooperative Bank (Denmark), participants gained insights into the 

Merkur´s work, visited its headquarters and some project sites. Attendees also received an update 

on the current GABV developments and broadened their network by meeting members of the 

parallel GABV European Chapter Meeting. A group of 19 participants, the GABV members and 

CEOs of European member banks, met to discuss current challenges of the European banking 

sector. Participating in this meeting allowed me to meet many board directors and the Secretariat 

 
1
 The term deliberately used by the GABV banks to address their employees, managers, elected board 

directors and other organisational members. 
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members in person, conducts a number of pilot interviews, arrange for further interviews and 

identify additional persons to contact for participation in my study. The researcher was able to 

attend the meetings together with board directors, observe and participate in their discussions, 

make notes on the issues related to my research questions and record comments. 

During the spring of 2017, the GABV member banks’ board directors gathered again in 

Nepal to reflect on their path to membership expansion and explore the challenges ahead. They 

built upon a significant commitment made during previous meetings in Copenhagen and 

Amsterdam (2016, not attended by the researcher). The theme of the event was “Shifting the 

Financial Paradigm: Courage to Act Together”. The CEOs described the challenge shared by the 

GABV members and partners to transform the financial system with concrete and oriented 

actions, while also having an element of self-reliance, especially for members and their work 

within the communities they serve. The discussions centred on the work that should be done to 

face challenges from outside the sustainable banking community. Participants put a special focus 

on reinforcing the core role as bankers devoted to changing the financial system in a positive way. 

The meeting was hosted by NMB Bank, represented by its CEO Upendra Poudyal. In his opening 

speech, he shared how the banks of the GABV have shown remarkable resiliency in the face of 

financial adversity and highlighted how banks that follow values-based principles do not face 

problems during economic downturns. The meeting was attended by Nepal’s Prime Minister 

Pushpa Kamal Dahal, who delivered a powerful message in which he called for action on building 

a banking environment that puts people before profit to generate employment and help 

communities to become self-reliant. 

4.3.4 Document analysis  

In addition to interviews and participant observations, this research adopted a third related 

technique of documents analysis (Yin, 2009). The researcher was often directed to particular 

relevant documents by the interviewees, such as the GABV policy documents, reports and 

regional chapters’ presentations. However, multiple secondary sources of information of the 

researcher’s choice were also gathered, such as combined annual reports, research articles, 

success stories, client interviews and online sources including websites of the GABV and its 

member banks. These documents are considered to supplement the evidence gathered from 

interviews (Ghauri, 2004) and to provide relevant details, such as names and events over long 

periods (Yin, 2009). All these sources allowed me to obtain additional information on the 

organisational identity content and behaviours within the GABV. Moreover, the GABV provided 

the researcher with access to certain internal documents, therefore allowing the inclusion of very 
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accurate sources, which are likely to help reduce the bias and increase the trustworthiness. The 

inclusion of documents proved to be very relevant as it provided additional information about the 

GABV values, principles and working ethics, which was not necessarily covered in such a detail 

through the interview process. Relevant secondary sources available were thoroughly read prior 

to each interview to partly answer the questions of interest, which were then double-checked with 

the participants. By gathering these important sources beforehand, the researcher’s interest in the 

Alliance and her understanding of the topics of sustainable finance and banking were 

demonstrated, which was always well received by the interviewees. 

4.3.5 Triangulation 

The inclusion of multiple sources of evidence in research design is recommended to 

increase confidence in the findings and assure the validity of the case study method (Yin, 2009). 

The technique adopted in this study, triangulation, was defined by Denzin (1978:291) as “the 

combination of methodologies in the study of the same phenomenon.” It strengthened this case 

study research by using multiple data sources to facilitate deeper understanding of the 

phenomenon (Patton, 2002). Denzin (1978) and Patton (1999) identified four types of 

triangulation: 1) data triangulation (triangulation of different sources); 2) investigator 

triangulation (triangulation of different researchers); 3) theory triangulation (triangulation of 

different perspectives) and 4) methodological triangulation (triangulation of different research 

methods). 

This research applied the approach of data triangulation and the techniques of interviews, 

observations and documents analysis (Denzin, 1978; Yin, 2009). It enabled me to strengthen data 

analysis by checking and validating information from multiple sources (Ghauri & Grønhaug, 

2010). Yin (2009) claimed that data triangulation has more is stronger at reassuring the research 

quality compared with single source cases. The drawback of using data triangulation is the time-

consuming nature of the process and research expenses associated with conducting interviews 

and observations in different settings. Furthermore, it required me to be able to analyse all 

different sources, which took both analytical and linguistic skills, as data had been collected in 

English and Spanish languages. 
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4.4 Data Analysis  

According to Marshall and Rossman (1995: 111), “data analysis is the process of bringing 

order, structure and meaning to the mass of collected data” and, therefore, data is considered to 

be a carrier of information that must be interpreted (Ghauri, 2004). It could be argued that 

qualitative research primarily emphasised data collection methods and paid less attention to data 

analysis techniques applied (Miles & Huberman, 1994; Lindsay, 2004; Zalan & Lewis, 2004). 

For instance, Eisenhardt (1989b) noted that despite the crucial role of data analysis for theory 

building in the case study method, many qualitative studies outline their methodology too briefly 

(Zalan & Lewis, 2004) and largely ignore discussing their analytical procedure. Eisenhardt and 

Graebner (2007) further proposed that researchers should follow a systematic process of data 

collection and describe the development of their conceptual arguments in a transparent and easily 

comprehensible way. This section, therefore, adheres to a systematic and transparent review of 

the data analysis process, outlines the comprehensive data analysis procedure undertaken and the 

associated analytical techniques applied in this study. 

The data analysis procedure “dissects, reduces, sorts and reconstitutes data” (Ghauri & 

Grønhaug, 2010: 199). There is no widely agreed understanding in qualitative studies on how the 

data should be analysed. However, Miles and Huberman (1994) provided useful steps to structure 

the collected qualitative data using the processes of data reduction, data display, conclusion 

drawing and data verification. These steps of analysis were adopted in this study and used as a 

broad framework for all stages of data collection and analysis. In this process, Miles and 

Huberman (1994) emphasised that data is transformed because it is reduced and condensed in a 

manner that allows to cluster and sort data and enables the researcher to understand data in relation 

to the questions of “what”, “when” and “how”. Miles and Huberman (2004) suggested analysing 

data alongside the data collection process, and Ghauri and Grønhaug (2010) further cautioned 

that a separate data analysis procedure could weaken both the analysis and the data. This approach 

allows the researcher to identify themes and trends, which could be incorporated in the following 

stages of the data collection (i.e. redefined questions) and is said to enhance the overall data 

collection process. Simultaneous data collection and analysis proved particularly valuable in this 

case study and allowed me to save time, as well as to identify problems or themes before 

conducting further interviews or observations. 
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4.4.1 Data collection stream 

As reviewed earlier in this chapter, this study used the case study design. The techniques 

for collecting data were primarily interviews conducted with the GABV banks’ board directors 

and the Secretariat members, participant observations during two GABV Board Forum meetings 

and analysis of supporting documents, which allowed for data triangulation. Within the applied 

technique, data collection is the first stage of the research process closely linked to research 

questions and data analysis process (Ghauri, 2004). 

The sample of interviewees was developed by relying on a theoretical sampling 

technique, continually narrowing the sample of possible actors in the field based on the theoretical 

trends that the researcher observed emerging from the data. The study began by a visit to the 

GABV Governing Board Forum meeting in 2015. At the meeting, the researcher was introduced 

to representatives from the GABV member banks and started preparing a list of relevant study 

participants. Representatives from the GABV Secretariat provided the researcher with further 

contacts to people, who they believed were most salient to my research questions. To further 

overcome access challenges within the sustainable banking community, a snowball approach was 

followed, with the researcher asking respondents to suggest other colleagues or stakeholders she 

should speak to, whom they believed to possess impactful stories on sustainable finance. It was 

found that the GABV members were more willing to participate in the research if they knew that 

others had also agreed to do so, thereby making the snowball approach the most appropriate way 

to gain access to this community of practice. 

Data collection began with the first part of study dedicated to understanding how 

sustainable banks perceive their own identities and whether the plurality of sustainable identity 

could be noted. A qualitative questions guide “Capturing the Essence of Governance”, which 

consisted of six structured written questions, was developed and distributed to contact persons in 

the GABV member organisations. The purpose of this part of the study was to develop a 

preliminary understanding of the challenges brought up by the simultaneous pursuit of the 

community development and the financial profitability goals. Additional goal was to test the 

interest in the study among the GABV member banks. This part of the study was performed with 

the help from the GABV Secretariat, who took an active role in promoting the study among the 

banks’ board directors, communicating with the participants and linking me to interested parties. 

Responses from twelve banks were received, qualitatively analysed and combined with other 

primary and secondary data to identify that simultaneous pursuit of dual goals creates challenges 

for sustainable banks, which could be theorised as liabilities for multiple goals and liabilities to 

multiple stakeholders. Based on the previous research, a structured written questions method was 
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adopted for this part of the study as time-efficient, reliable and informing for follow-up interviews 

and observations. 

To collect specific data related to the organisational identity orientation of sustainable 

banks, Brickson’s (2015, 2017) approach was followed and four qualitative measure developed 

by the researcher were adopted. Questions related to these measures were included in the 

interviews with board directors in no special order and constituted a natural part of the discussion, 

however, were later separately analysed to reveal insights on the organisational identity 

orientation of the GABV banks. Using the “Ten Statements Test”, the researcher asked 

interviewees to complete the sentence stem “My organisation is…” ten times in any way they 

preferred and in the order that occurred to them. The method is derived from Kuhn & 

McPortland’s (1954) empirical investigation of self-attitudes, where they applied a twenty 

statements test. Brickson (2015) further suggested shortening the measure to ten items for the 

studies of organisations, providing evidence that ten responses generated sufficient information 

for revealing the organisational identity orientation and were substantially less onerous for 

research participants. Based on the success of her study, the ten statements approach was adopted 

to use in the interviews for this research. 

Three further qualitative measures of the organisational identity orientation consisted of 

short open questions with possible follow-up discussions. The “Troubling Event” question is 

derived from Gabriel & Gardner’s (1999) study on independent, relational and collective 

emotional experiences. Following Brickson’s (2015) adaptation of this method, the researcher 

specifically asked her interviewees to describe not just an emotional event, but an actual or 

hypothetical event that had been or would be troubling to their organisation. Research participants 

were further asked to explain which aspects of the event they considered troubling and why. The 

method rests on the premise that an organisational identity determines which events and issues 

organisational members would consider threatening to the existing identity (Dutton & Dukerich, 

1991). Descriptions given by the interviewees were later classified as independent, relational or 

collective based on the type of event or its aspects that triggered the emotional response. 

Using the “Organisation as Person” question, the researcher asked research participants 

to describe their organisation as if it was a person. The method is based on the premise that “the 

organisation assumes an anthropomorphic identity in the eyes of the employees” (Morrison & 

Robinson, 1997: 228). It was previously applied to the organisational studies by Brickson (2015) 

to prove the validity of the organisational identity orientation as a concept and has proved its 

usefulness. Finally, the “Accurate Motto” question was applied to collect data about what the 

GABV banks’ members believe would be the motto that most accurately describes their 
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organisation and its values. The measure was used to receive more accurate descriptions of “who 

we are as an organisation” (Albert & Whetten, 1985), as perceived by its members. The questions 

used during the interviews to capture the organisational identity orientation are summarised in 

Table 5. 

TABLE 5. SUMMARY OF ORGANISATIONAL IDENTITY ORIENTATION 

MEASURES 

Measure Description 

Ten Statements Test Qualitative measure requiring members to name 

and describe up to ten general features of their 

organisations’ identities 

Troubling Event Qualitative measure asking members to relay an 

actual or hypothetical event that would be 

troubling to the organisation along with an 

explanation for why the event would be troubling 

Organisation as a Person Qualitative measure explicitly encouraging 

members to anthropomorphise their organisations 

Accurate Motto Qualitative measure soliciting a motto that would 

most accurately portray the organisation 

Source: Brickson (2015), Author (2019) 

 

4.4.2 Data reduction and analysis stream 

The data reduction stream organises, dissects and focuses the collected data in a manner 

that allows the researcher to draw conclusions for verification (Miles & Huberman, 1994). This 

process is also sometimes referred to as “data condensation” (Tesch, 1990) and involves a number 

of steps. According to Miles and Huberman (1994: 10-11), the process is aimed at facilitating 

data analysis as it allowed the researcher to choose “which data chunks to code and which to pull 

out, which paths best summarise a number of chunks, which evolving stories to tell.” This stage 

of data analysis has to be done carefully, transparently and systematically to allow the researcher 

to go back and forth within the data and apply new codes. 

The first step of data reduction in this research focused on transcribing the recorded 

interviews, as suggested by Bell and Bryman (2007). After completing the transcription of all 

interviews in Spanish, those were translated into English and some cases were further back 

translated to ensure no distortion of the data, as advised by Bell and Bryman (2007). The English 
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transcripts were then included in the case database, as suggested by Yin (2009). The case notes 

of all participant banks, which were not recorded, were systematically written up post interviews 

and then likewise added to the case database. Interview data was supplemented by participant 

observation notes and documents analysed. The advantage of the time-consuming process of 

conducting, transcribing and translating interviews is that it allows the researcher to become very 

familiar with the case study. This familiarisation was enhanced by reading the transcripts and 

taking associated notes, which promoted data reflection and preliminary conceptualisation. 

Throughout this process, the researcher was enabled to reflect on the emerging preliminary 

observations, thoughts and concepts (Easterby-Smith, Thorpe & Lowe, 2002). 

The large amount of data was then manually coded. According to Ghauri and Gronhaug 

(2010: 200), “codes serve as shorthand devices to label, separate, compile and organise data.” 

Interview transcripts, observation notes and supporting documents were systematically coded for 

certain lines, paragraphs, words and points relating to the research question. The researcher 

searched for trends, themes and causal relationships in the data, and early findings were 

continuously noted down (Miles & Huberman, 1994). Given the limited understanding of 

pluralistic organisational identity and the relatively low number of empirical researches in this 

area of knowledge (Patvardhan et al., 2015), an inductive approach to data analysis was used. As 

data collection continued, the researcher travelled back and forth between the data, the literature 

and the emerging themes (Miles & Huberman, 1994), focusing on pluralistic organisational 

identity within the GABV, its content and behaviours. Data was thus collected and simultaneously 

analysed until the “theoretical saturation” (Glaser & Strauss, 1967) had been reached. The 

research project progressed through three main stages of data analysis. 

At the first stage of data analysis, the researcher engaged in open coding with codes 

ascribed from the observed phenomena (Harrison & Leitch, 2014). Interview transcripts, 

observation notes, document accounts and archival materials collected from the GABV were then 

compiled into a comprehensive summary sheet. Using NVivo software, the data was then coded 

for all instances where the community development and the commercial logics were mentioned 

in relation to the GABV identity. Beyond these predetermined directions, the researcher allowed 

codes to emerge from the data, so the relationships and possibilities could be explored. Provisional 

first-order codes were then organised into broader emerging themes. During this step, the 

researcher evaluated which categories came together to form theoretical themes. Data collection 

continued until no new codes emerged and then merged codes that addressed similar phenomena. 

The researcher then moved from analysing specific data to developing more abstract and 

theoretical concepts. 
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First, data related to banks’ perception of identity plurality and associated challenges was 

analysed supplemented by extensive document analysis. The researcher qualitatively coded the 

data to reveal challenges faced by sustainable banks in simultaneously pursuing the ethical and 

the economic goals. Table 6 displays the categories of liabilities that have been observed in the 

data and developed into aggregated theoretical categories in an iterative process of moving 

between the data and the existing literature. 

 

TABLE 6. DATA STRUCTURE: LIABILITIES OF ORGANISATIONAL 

IDENTITY PLURALITY 

First Order Categories 
Theoretical 

Categories 
Aggregate Theoretical 

Dimensions 

The GABV banks faced regulatory 

challenges, as they did not fit into any 

established business form categories and 

strived to innovate continuously to deliver 

stronger profitability and faster community 

development 

Liabilities of 

structure 

Liabilities for multiple 

goals 

The GABV banks worked to ensure broad 

representation of stakeholders at their boards 

and ensuring high professionalism of their 

board committees at the same time 

Liabilities of 

governance 

The GABV banks faced challenges in 

attracting the best talent and making sure their 

co-workers possess the desirable expertise and 

finance and share the community development 

approach essential to the organisation 

Liabilities to co-

workers 

Liabilities to multiple 

principle stakeholders 

The GABV banks worked to address the 

needs of diverse stakeholders and community 

members, which required innovative 

communication, representation and 

community involvement techniques 

Liabilities to 

communities 

The GABV banks emphasised the importance 

of thorough assessment of their project, which 

need to be financially viable and create 

tangible community benefit to satisfy their 

screening criteria 

Liabilities of 

activities 

Source: Author (2019) 
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The next step involved uncovering the relationships between and among categories, 

which would then allow their grouping into higher-order themes (Locke, 2001). The goal of this 

step was to settle on the theoretical concepts, variables and relationships that advanced the model 

of pluralistic organisational identity. At this stage, the researcher decided on which themes were 

the most significant to the broader conceptual framework. Having identified main liabilities of 

the organisational identity plurality, the analysis moved to exploring how the GABV banks 

manage these liabilities to avoid a mission drift. Throughout this iterative process, the researcher 

continually shared her emerging findings with respondents in order to seek confirmation and 

clarification of data and to get reactions to the more general frames. 

In the analysis of the GABV banks’ liabilities for multiple goals the researcher engaged 

in open coding to look for identity work tactics employed by sustainable banks to resolve tensions 

between the community development and the banking goals. At this stage, the analysis drew on 

research on pluralistic organisational identities, which informed the process but could not 

satisfactorily explain the data. Then more abstract and theoretical informed dimensions from the 

first-order themes were developed. This iterative process resulted in eight theoretical categories 

marking specific identity work practices. Table 7 represents the identity work tactics discovered 

through the qualitative coding process and the aggregated themes generated after linking the 

findings to the broader research context. 
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TABLE 7. OVERVIEW OF THE DATA STRUCTURE 

First Order Categories 
Theoretical 

Categories 
Aggregate Theoretical 

Dimensions 

Conventional banks fail to provide sustainable 

service 
Detecting 

Critiquing 
Sustainable banks’ approach and performance 

differs from those of conventional banks 
Distancing 

Sustainable banking model is developed from 

traditions within the communities in which 

banks operate 
Historicising 

Contextualising 
Sustainable banking model is closely linked to 

culture, traditions, needs and expectations of 

local communities 
Localising 

Sustainable banks cooperate with like-minded 

organisations and institutions and develop 

successful partnerships 
Cooperating 

Sustainable banks’ model is more resilient and 

inclusive than the one of conventional banks 
Including 

Intervening 

Sustainable banks tailor their products and 

services to address local needs and develop 

communities in which they operate 
Initiating 

Sustainable banks encourage cooperation 

between their clients and other like-minded 

institutions, and inspire them to develop 

sustainable business models 

Empowering 

Source: Author (2019) 

 

The second data analysis stream at this stage was directed at exploring how sustainable 

banks approach their liabilities to multiple principle stakeholders and was guided by pre-existing 

concepts from the literature. The researcher began by familiarising herself with the types of 

stakeholder orientations identified by the existing literature, their features and ways of 

identification. The first codebook summarised in Table 8 was based on Brickson (2005; 2007) 

and O’Higgins (2009) and adapted for the research questions. The researcher went through her 

data several times to get a sense for the kinds of statements that were made by research 

participants. Statements setting the organisation apart from others and emphasising a focus on 
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maximising the organisational welfare were coded as individualistic. Examples included 

“ambitious”, “profit-oriented” and “leader”. Statements stressing the organisational focus on 

creating partnerships and building strong links with particular stakeholders, as well as on 

enhancing the welfare of these selected partners were coded as relational. Examples included 

“caring”, “reliable”, “community-embedded” and “promoting a cause”. Statements portraying 

organisation as part of the larger whole and indicating its concern for enhancing the welfare of a 

larger collective were coded as collectivistic. Examples included “providing a public service”, 

“politically active” and “supporting sustainable development”. 

TABLE 8. CODEBOOK WITH SENSITISING CODES 

Article Code Theoretical 

Explanation 
Description 

Identifier ID Explanation Coding Guidelines 

Individualistic Identity 

Orientation 
- ambitious 

- profit-oriented 

- competitive 

- leader 

- winner 

Statements setting 

organisation apart 

from others and/or 

implying a focus on 

maximising 

organisational welfare 

0 = does not make 

reference to the 

specified identity 

orientation 

1 = makes reference 

to the specified 

identity orientation 

Relational Identity 

Orientation 
- caring 

- reliable 

- community-

embedded 

- promoting a cause 

Statements connecting 

organisation 

dyadically to selected 

stakeholders and/or 

emphasising concern 

for enhancing the 

other’s welfare 

0 = does not make 

reference to the 

identity stakeholder 

orientation 

1 = makes reference 

to the specified 

identity orientation 

Collectivistic Identity 

Orientation 
- politically active 

- providing a public 

service 

- supporting 

sustainability 

agenda 

- engaging with 
public 

Statements tying 

organisation to a 

larger community 

and/or demonstrating 

a concern for 

enhancing the welfare 

of a broader collective 

0 = does not make 

reference to the 

specified identity 

orientation 

1 = makes reference 

to the specified 

identity orientation 

Note: this codebook is meant to serve as an illustration of the preliminary sensitizing codes that I 

used to begin my initial analysis. Over time, as I iterated between theory and data, several more 
codes emerged. 

Source: Author (2019). 
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Table 9 further presents exemplary data quotes from four qualitative tests adopted from 

Brickson (2005; 2007) and included in the interview guide in order to capture the organisational 

identity orientation of sustainable banks. 

 

TABLE 9. OVERVIEW OF DATA ANALYSIS FROM 4 QUALITATIVE TESTS 

Qualitative Test Exemplary Quotation 

Ten Statements Test 

“Inclusive – we welcome members from 

various backgrounds and avoid setting 

artificial boundaries. If you live and work in 

our area, you can approach us.” 

Troubling Event 

[Client lied] 

“This was troubling because our credit 

cooperative expects its members to behave 

with the same transparency as we would 

behave towards them. The more accurate and 

complete information the member shares the 

better solution we would be able to find for 

them.” 

Organisation as a Person 

“Our bank would be a favourite aunt or uncle. 

Accepting of who you are, willing to listen and 

help with problems and encouraging you to 

achieve your goals. Patient.” 

Accurate Motto 

“We grow together with our community 

members” 

“We find solutions for the micro and small 

business sector” 

Source: Author (2019) 

 

After identifying the relational nature of the organisational identity orientation expressed 

by the GABV banks, the study progressed to exploring how it helps them reconcile liabilities 

towards multiple stakeholder groups. The researcher further coded the data for specific practices 

that the relational identity orientation involves. To the researcher’s knowledge, this is the first 

study to talk about the specific practices that constitute the relational identity orientation, and no 

previous coding guides had been established for such analysis. Therefore, this final stage of data 

analysis again relied on open coding and allowed categories to emerge from the data.  

Finally, the process moved from analysing specific data to developing more abstract and 

theoretical concepts. The goal of this step was to settle on the theoretical concepts, variables, and 
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relationships that determined the approach of sustainable banks to managing their liabilities for 

multiple goals and liabilities to multiple stakeholders. In this stage, the researcher decided on 

which themes related to each other and were most significant to my conceptual framework. It was 

finalised, which codes were used and re-examined the data’s fit with the codebook and the 

emerging theoretical constructions. Finally, tables and summary sheets were created to 

summarise findings for each set of liabilities. 

4.4.3 Data presentation and discussion stream 

According to Miles and Huberman (1994: 11), the data presentation stream refers to “an 

organised, compressed assembly of information that permits conclusion drawing and action.” 

Data can be presented in various forms to make it accessible in a compact manner, which is not 

independent from the analysis. This study primarily used in-text data displays, such as quotes, but 

also used tables as visual data displays. The data presentation allows the researcher to compress 

and capture complex data (Lindsay, 2004). Rich qualitative data in this study was illustrated with 

relevant key quotes according to each research question within the text or summarised in a table, 

where appropriate. 

Conclusions drawn from a study should always be verified and this was undertaken in 

the Discussion chapter, as the researcher returned to the raw data collected and crosschecked that 

it had been captured correctly. Conclusions drawn were further verified by using a deductive 

approach to link findings and observations back to the existing literature, which Eisenhardt 

(1989b: 544) recommended as an important step to “identify what is similar, contradictory and 

why this is the case.” Furthermore, it is important to provide a logical trail explaining how the 

researcher reached the final framework (Yin, 2009) and discuss how the conclusions can be linked 

back to theory (Lindsay, 2004). The conclusions were further verified through meetings with 

research supervisors and colleagues. The data collected was presented at research seminars, 

conferences and end of the academic year panels, which tested plausibility and conformability of 

the study (Miles & Huberman, 1994). 
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4.5 Research credibility 

4.5.1 Research credibility 

Yin (2009: 32) suggested that the quality of the research design could be evaluated based 

on its “trustworthiness, credibility, confirmability and data dependability.” To ensure the presence 

of these concepts, four validity tests have been commonly used in the social science research: 

Construct validity: transforms conceptual frameworks into practical applications and 

determines operational measures for the phenomenon being studied (Denzin & Lincoln, 2005; 

Gibbert et al., 2008; Yin, 2009); 

Internal validity: establishes causal relationships and provides the basis for evaluating 

specific connections or associations between causes and effects (Kidder & Judd, 1986; 

Eisenhardt, 1989b; Gibbert et al., 2008; Yin, 2009); 

External validity: represents the degree to which findings from the research can be 

generalised (Eisenhardt, 1989b; Gibbert et al., 2008; Yin, 2009); 

Reliability: refers to the consistency of measure and ensures that operations of the study 

can be repeated with similar results (Denzin & Lincoln, 2005; Gibbert et al., 2008; Yin, 2009). 

Gibbert et al. (2008) emphasised that four types of validity outlined above are not 

independent and could only ensure research credibility when applied together. Yin (2009: 38) 

added that not all of the tests could be conducted at the formal stage of designing a case study, 

and some will “occur during the data collection, data analysis, or compositional phases of the 

research.” Yin’s (2009) methodology was followed and construct validity, internal validity, 

external validity and reliability tests were applied to this study of the GABV to ensure its 

credibility. Details of the validity tests are summarised in Table 10 to allow for comprehensive 

assessment of the quality of the research conducted. 
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TABLE 10. RESEARCH DESIGN CREDIBILITY 

Research credibility Study details 

Construct validity 
- chain of evidence  

- triangulation 

- Data triangulation (interviews, observations and document 

analysis) aimed at corroborating evidence and research 

findings; 

- Review of related studies undertaken to establish conceptual 

link between existing literature and the research questions; 

- Detailed discussion of data collection and data analysis 

procedures with research supervisors and academic peers; 

- Presentation of research findings at respected academic 

conferences, annual reviews at the University of Edinburgh 

Business School. 

Internal validity 

- clear research framework 

- pattern matching 

- Research participants include multiple actors within the 

GABV; 

- Research framework is guided by the existing literature; 

- Research matches paths and patterns identified by other 

related studies and contexts. 

External validity 

- cross-case analysis 

- case study selection rational 

- Single case study design with the organisational unit of 

analysis ; 

- Analytical generalisation through within case verification of 

findings and linkage to existing concepts; 

- Clear rational for case selection guided by the proposed 

research questions. 

Reliability 
- case study protocol 

- case study database 

- Documentation of research procedures at all stages of 

research in accordance with recommendations for particular 

data collection methods and instruments; 

- Creation of research data archive to enable replication. 

Source: Author (2019) 

 

5.4.2 Ethical considerations  

It has been widely acknowledged that, considering the nature of the qualitative research, 

interaction between researchers and participants can face certain ethical challenges and, therefore, 

formulation of ethical guidelines is recommended. This study adhered to the code of ethical 

guidelines formulated by the University of Edinburgh and the Economic Social Research Council 

(ESRC) to ensure that the study was conducted in an ethical manner and all prescribed procedures 

have been followed. All research participants were thoroughly informed about the purpose, 
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objectives and scale of this research. Their right to withdraw from the research at any time has 

been clearly stated. Research participants from the GABV were assured that the information they 

provided will be used exclusively for the stated research purposes. The researcher did not sign 

any consent forms and the ethical protocol was followed verbally. The researcher relied on her 

own judgment on any ethical issues (Wright, 2004) based on her understanding of corporate 

culture in the banking field and cultures of the countries represented by research participants. 

Research participants did not request to remain anonymous in the study, nevertheless, 

findings have been generalised so neither the participants nor regional chapters could be identified 

(McGaughey, 2004). Therefore, Bell and Bryman’s (2007) unethical behaviour categories were 

avoided, which include harming the participant, lack of informed consent, invasion of privacy 

and deception. Furthermore, the researcher analysed data keeping in mind the goal of avoiding 

misstatements, misinterpretations or fraudulent analysis (Lichtman, 2013). Even though 

qualitative research is inevitably construed to its conceptual framework, epistemological 

commitments, personal characteristics and preconceptions of the researcher, a comprehensive set 

of validity tests has been applied to ensure proper credibility of findings and protect research 

participants from misrepresentation (Richards & Schwartz, 2002). 

4.5.3 Research limitations 

A robust research methodology should always acknowledge possible limitations of the 

chosen approach. The qualitative research design of this study was appropriate for the research 

objectives. However, findings could be further tested to verify these in other pluralistic identity 

organisations within the sustainable banking sector and in other field contexts. Further, this study 

employed semi-structured interviews and participant observations, and there is always a danger 

that the data collected has not been exploited to its full extent. Although the study of the GABV 

allows for multiple replications, the researcher is aware that the findings are not representative 

across all sustainable finance institutions, as they were also chosen by purposeful sampling. Yin 

(1994) also recommended to use case study protocols and develop case study databases to 

increase the reliability of the methodology. As the GABV produced an extensive data set, it was 

important to keep a balance between depth and breadth. Several measures have been taken to 

address the known limitations of the qualitative case study research design. 

Organisational identity theory does not prescribe any specific research methodology. It 

is not associated with any standard research design or even a set of methods (Tolbert et al., 1996). 

Empirical studies within multiple identities and hybrid identity perspectives have relied on a 

variety of techniques, including single and multiple case studies, ethnography, grounded theory, 
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etc. Methodological choices of this study include qualitative approach and case study method. 

These choices were motivated by the theoretical framework and the research questions which ask 

for the organisational level of analysis and in-depth exploratory approach. Qualitative approaches 

to studies on sustainable finance and banking organisations have been scarce until now, while a 

dominant body of research focused on the causal relationship of variables related to the financial 

and the ethical performance indicators. Despite a general trend for quantitative research on 

sustainable finance and banking, for the purpose of this thesis qualitative methodology was found 

more suitable due to the nature of the research questions and the theoretical orientation of the 

study. They emphasise the importance of understanding how, in what way sustainable banks 

experience the identity plurality and they resolve the associated challenges and liabilities. An 

important characteristic of qualitative approach is its ability to provide a deep understanding of 

social phenomena, which quantitative research does not allow. 

One of the limitations of this research was its time-consuming nature presented by the 

case study method. The number of analysed banks within the GABV was limited to twelve for 

multiple reasons, including the need to gain access and make data collection arrangements, the 

difficulty of collecting information in different countries and languages and the issues associated 

with coding and analysing large samples of qualitative data. This limitation was partly offset by 

conducting participant observations during two Governing Board Forum meetings, where a large 

number of member-banks were present and analysing a large number of documents covering all 

GABV member organisations. The role of participant-observer allowed the researcher to access 

important information within the Alliance, contact multiple actors within the GABV and its 

member banks, access networks in the sustainable finance and banking field. It helps to get into 

contact with other organisations.  

It has been argued that data produced by qualitative studies is difficult to observe and 

verify. Therefore, the first problem associated with qualitative research is reliability described as 

a degree of consistency in the way items are assigned to same categories by different researchers 

or by the same researcher on different occasions. The second challenge is validity, which occurs 

when short quotes from unstructured interviews are used to provide evidence for research 

arguments (Silverman, 1993). In an attempt to minimise these problems, the researcher devoted 

attention to objectivity and rigour throughout data collection and data analysis. The measures 

undertook in this study to ensure its credibility and validity have been discussed in detail in section 

4.5.1 of the present chapter. In order to recede the limitations of each individual data source and 

encourage “convergent lines of inquiry” (Yin, 2009), three data sources were used in combination. 

Multiple sources of evidence allow for multiple measures of the phenomenon, therefore, reducing 
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the problem of construct validity and ensuring greater accuracy of findings. An additional tactic 

used to attend to these research design limitations was the construction of a chain of evidence, 

which allows an external observer to “follow the derivation of any evidence from initial research 

questions to ultimate case study conclusion” (Yin, 1004). This chapter provides a detailed account 

of the data collection process, including times and places of interviews and observations. Even 

though the names of the people interviewed stay anonymous, data quotes used as evidence are 

disclosed in the thesis with a clear mention of the source. Another tactic used to overcome the 

construct validity problem was discussion and cross-checking of early findings and final 

conclusions with research participants from the GABV. 

In addition, the case study methodology has been criticised for external validity issues, 

such as limited basis for generalising of findings. Yin (1994) proposed that case studies could be 

generalised to theoretical propositions rather than populations or universes. In this study several 

measures have been undertaken to address the limitation. In additions to the research data from 

the GABV banks, the researcher analysed wider range of field documents and conducted informal 

discussions with other sustainable banks outside the GABV (such as Charity Bank from the UK). 

This data was not included in the case study; however it enabled to crosscheck and complete the 

in-depth case study. Moreover, the research was not bound to any national or institutional context 

which would have limited generalisation at an international level. 

Certain research design limitations could also be associated with specific data collection 

and analysis technique employed for this study. Thus, the participant-as-observer role involved 

situations where the researcher took part in the GABV meetings and observed, while at the same 

time building relationships with research participants. The researcher made known to the GABV 

members that she was doing an investigation, which provided her with freedom to focus on 

meetings and discussions that were relevant to the study (Burgess, 1984). Burgess (1984) further 

suggested that certain characteristics of the research could have significance for conducting 

participant observations, namely professional experience, age, gender and ethnicity. In the case 

of this thesis, the experience variable was covered through involvement within the sustainable 

finance and banking field prior to PhD studies. The researcher worked as an analyst for an 

international investment firm focusing on ESG research and investment. The researcher, 

therefore, possessed valuable experience within the field before engaging in the current study. 

The other variables were not of specific relevance for this research. 

Burgess (1984) pointed to another limitation of participant observations related to the 

relationship of the researcher with the research participants. He proposed that researchers should 

closely monitor the differences between themselves and the participants of their study. Participant 
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observers become part of the context that they observe and get involved in face-to-face 

interactions with research participants, which might impact the process of the data collection and 

the final data sample. As a result, researchers might influence the research context or be 

influenced by it. Assuming that entirely avoiding researcher’s influence on the subject is an 

idealistic improbability (Denzin, 1978), several measures were employed in this study to 

eliminate such limitations. Firstly, the natural non-directional type of researcher’s interactions 

with research participants during observations makes this method the least intrusive of all research 

techniques (Denzin, 1978). Moreover, the researcher undertook extensive training in qualitative 

research methods and was aware that what she observes depends largely on her own positioning 

in the network of relationships (Vidich, 1969). In order to minimise this limitation, the position 

of the researcher and her limited participation in the meetings were clearly discussed and agreed 

in advance. Yin (1994) further proposed that the major limitation of qualitative research is 

associated with the potential bias produced. The researcher encountered the risk of following a 

commonly known phenomenon and become supporter of the organisation being studied. In order 

to minimise such risks, the involvement with the GABV was limited to two most important annual 

meetings. On other instances of interaction with research participants the researcher performed 

her primary role without simultaneously being a participant.  

4.6 Chapter Summary 

Overall, this chapter presented the purpose, research design and methodology of this 

study, supported by the research philosophy and approach. The adopted case study research 

design and the associated data collection tools of interviews, participant observations and 

document analysis were outlined. Further the role of the researcher in the process was discussed 

and efforts undertook to eliminate the bias in this qualitative study were outlined. Moreover, the 

framework and the applied methods of data analysis, briefly summarised in Table 11, were 

explained. Furthermore, the chapter presented a discussion on research credibility, the associated 

ethical issues and the existing research limitations. The three subsequent chapters will present the 

findings of this empirical investigation. Thus, Chapter 5 will discuss how sustainable banks 

experience identity plurality, and which associated challenges they face. Chapters 6 and 7 will 

focus on the ways sustainable banks resolve the challenges and liabilities of identity plurality. 

Specifically, Chapter 6 will summarise insights on the approach the GABV banks take to address 

their liabilities for multiple goals, whereas Chapter 7 will cover the measures taken to resolve the 

banks’ liabilities to multiple stakeholder groups.  
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TABLE 11. SUMMARY OF RESEARCH DESIGN AND METHODS 

Paradigm Post-positivist 

Research philosophy and 
approach 

realist Critical 

approach Qualitative 

Abductive approach 

Research design 
Single case study design with embedded sub-cases 

Level of analysis: organisation 

Data collection 

- Triangulation of interviews, observations and document 

analysis; 

- Interviews with the GABV member banks’ board directors and 

the GABV Secretariat employees; 

- Participant observations during the GABV Governing Board 

Forum annual meetings in Denmark (2015) and Nepal (2016); 

- Documents (the GABV and member banks’ websites, annual 

reports, success stories, clients’ stories). 

Data analysis Within case analysis  

Source: Author (2019) 
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CHAPTER 5 

IDENTITY PLURALITY CHALLENGES WITHIN 

SUSTAINABLE BANKS 

Sustainable Banking: Identity and Liabilities 

 

5.1 Introduction 

Organisations that combine multiple identities, by definition, deviate from each one of 

them. As it was discussed in the previous chapter, sustainable banks combine the economic and 

the ethical roles, which imply different and oftentimes competing performance goals. Previous 

research reported that tensions and incompatibilities among these contradicting goals might lead 

to one organisational role gaining dominance over the other (Selznick, 1949). In particular, the 

organisational theory has a long tradition of highlighting the risk of firms losing sight of their 

ethical purpose in the quest for financial profitability and organisational efficiency (Selznick, 

1949; Weber, 1952). Therefore, in an attempt to simultaneously deliver capital gains and 

community benefits, sustainable banks face an increased risk of a mission drift (Jones, 2007; 

Weisbrod, 2004).  

This chapter explores the approach sustainable banks take to combining the ethical and 

the economic roles in society and answers to what extent these organisations experience the 

identity plurality. It further discusses the tensions faced by sustainable banks in combining their 

economic and ethical roles. In addition, the chapter provides detailed account of the GABV 

banks’ perception of their identity plurality and thoroughly discusses the discovered challenges 

of banking on values. Below, four major challenges of identity plurality experienced by the 

GABV banks are discussed, namely regulatory, governance, stakeholder relations and project 

assessment. 

5.2 Identity Plurality within Sustainable Banks  

The GABV base their work on values that exceed the commercial purpose and are 

grouped around social and environmental dimensions. Their banking model incorporates 

economic, social and environmental values, as well as ethical values in management, which these 
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firms believe to generate better financial returns and improve the overall financial performance. 

This study revealed that the GABV banks share the following knowledge, attitude and behaviour 

regarding their organisational goals and role in the community: 

“We strongly believe that a diverse banking system can serve our communities 

better. More smaller banks in this regard sound more attractive than a small number 
of large ones … A crucial part of our banking philosophy is trust. Trust was damaged 

after the recent financial crisis and the facts it revealed about the global banking 

system. Now we work to restore trust … We want to be transparent about our 

business model and our lending, so stakeholders know how we use their money … 
and how we make or lose money. We strongly believe that our service to community 

is fundamental to our responsibilities as a bank. We believe in addressing systemic 

forces – including environmental and social consequences – and focus on the long-

term picture … This is the only that banking can be healthy.” 

Organisational identity is a key point to define the values from which a company builds 

meanings and relationships with its stakeholders (Freeman, 1984). Sustainable banks referred to 

the following elements that unify their organisations and provide reference to their stakeholders:  

“The community focus approach gives money a moral compass so to say. When 

guided by strong ethical believes, banking becomes a powerful instrument to care 
for and protect the people and the planet … For us, the focus on financial gains alone 

is short-sighted and inadequate … We cannot achieve our goals of building more 

sustainable communities by the sole focus on the financial side. We deliberately 
choose to look after ‘people, planet and profit’ … and measure profit according to 

the ‘triple bottom-line’.” 

Therefore, data analysis revealed that the GABV banks perceive themselves as simultaneously 

the economic and the ethical actors. It further demonstrated that such organisational identity 

plurality underlines these banks’ choices regarding strategic, organisational, and operational 

issues. A GABV member from the U.S. commented: 

“We usually say that our bank doesn’t have a mission. We’re on a mission to make 

the industry more fair, compassionate and sustainable for our co-workers, families, 

communities and planet … We work to support those who cares to support others. 

We invest in progressive and impactful initiative within our community … and we 

seek financial opportunity for all people here … We actively promote responsible 
banking and responsible investing, which benefits the community, not harms it … 

We work with labour unions, charity organisations, social enterprises, political 

foundations and individuals. We offer services and support to all of them … If I had 
to say what our organisation stands for that would be ‘doing the most good for the 

most people’.” 

The economic and the community development goals within the GABV banks both serve to 

motivate and focus board directors and co-workers. A GABV bank from the U.S. explained how 

they perceive their organisational role: 
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“We aim to create positive impact for community through all our operations … it 

concerns both how we make money and how we invest it. We have commitment to 

finding new, alternative, better ways to approach banking … and to create impact. 
This way of doing business differentiates us from traditional financial institutions … 

and the whole profit centred philosophy behind it … We measure our success in 

terms of health of the community as a whole … Our organisational values cover 

more than profits. It is always profit for community.” 

Another GABV member from Switzerland expanded: 

“We represent and support businesses and organisations that align with our values 

and vision … We are happy to see our community growing. Our organisation is 
committed to making positive impact … we seek opportunity to work with 

organisations that are also taking significant steps to improve their social, ethical and 

environmental performance.” 

Ethics related goals are concerned with the work of every co-worker within sustainable banks:  

“We create an environment that is inclusive, encouraging and rewarding. We 

respect our responsibilities to families, friends and communities that trust us … Our 

bank leads by example and leverages its resources and expertise to bring positive 
change to the community … We invest responsibly in the communities where we 

live and work. We have experience now … and we apply our unique skills and 

expertise to create solutions to social, environmental and economic challenges. We 
advocate socially and environmentally responsible banking … We partner with the 

organisations that implement ethical employee relations practices, contribute to 

prosperity of their communities and respect environmental development goals … We 
teach our members leadership and give them resources and opportunities to do their 

best and achieve their full potential.” 

Similarly, board directors of the GABV banks explicitly focus on both sets of goals. In addition 

to functions around the financial and management oversight, they work to ensure ethics and 

values integrity and support for community development goals. A GABV member from the UK 

shared: 

“We are the bank that measures social impact to evaluate organisations, who want 

to work with us … to evaluate our own progress for good. We want to see how we 

are helping organisations succeed and grow … We combine profit and impact in 

everything we do for the community. We are a bank with strong ethics and values. 

That’s what our members trust us for.” 

Another GABV member further elaborated on the themes that unite sustainable banks:  

“I’m often asked which principles should be embedded in the culture of ethical 

banks. We place social impact at the core of our banking philosophy. It is not simply 
the emphasis on social impact, he goes much further … The ‘triple bottom-line’ is 

fundamental for our business model. Our banking is grounded in communities … it 

is serving the real economy. We work to enable organisations and individuals to meet 
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the needs of both the economy and the community … We work hard to achieve direct 

understanding of economic activities of our customers and the risks involved. We 

plan for long-term … we want to be self-sustaining and resilient to outside 

disruptions … Our banking is transparent and inclusive.” 

Findings from this study further make explicit that the core mission of sustainable banks goes 

beyond generating profit and focuses on various community development goals. A GABV 

member from Canada commented: 

“Our vision requires us to think differently about wealth. We measure success in 

terms of how we contribute to the well-being of our members … this includes not 
just financial well-being, but social and environmental well-being as well … We as 

organisation believe that we can only achieve prosperity if we are surrounded by and 

connected to a healthy community that is resilient in the long run. Traditional 
banking focuses on short-term profits for the benefit of shareholders … our vision is 

to meet the long-term needs of our members and their communities.” 

A GABV bank from Ukraine further added: 

“This is a unique case for Ukraine. We focus on the services which are the most 

important to people and companies we are working with … We learned from a wide 

range of stakeholders here and abroad. We aim to ensure stability, quality of service 

and help customers to realise their financial goals and dreams … We aspire to 
become a leading client-focused bank, which guarantees financial stability. It is 

much needed in local communities … We want our work to benefit clients, 

shareholders and employees.” 

Therefore, it could be concluded that sustainable banks simultaneously focus on profit and 

community development. These organisations perceive themselves as having dual goals that are 

equally important for fulfilling their organisational mission and vision. Based on these findings, 

the GABV banks could be described as pluralistic identity organisations that simultaneously 

pursue the economic and the ethical goals. The following sections will focus on the challenges 

such identity plurality creates within the GABV banks and the ways these firms address them in 

order to fulfil their liabilities for multiple goals and liabilities to multiple stakeholders. 

5.3 Regulatory Challenges  

Existing literature discussed in great detail the importance of the organisational form 

choice for pluralistic identity organisations, and its implications for organisational legitimacy, 

appeal to different audiences and ability to secure resources. Such organisations represent a 

reflexive effort to borrow from the already established models of organising, as well as the new 

ones, therefore linking innovation with tradition. Sustainable banks build on the legitimacy of the 

established organisational forms, such as a commercial bank or a credit union, and take advantage 
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of the previously institutionalised resource flows, while incorporating innovations in organising 

methods, such as highly representative boards (Minkoff, 2002). By fusing the long-established 

legitimate models with the more recently constructed one, sustainable banks experience both 

positive and negative externalities from the resource procurement and legitimacy-building efforts 

of other market participants. One of the GABV banks commented on the shared understanding 

within the sector that banks should work together with regulators to promote positive change: 

“There is growing recognition of the role of financial regulators and central banks 

within the financial system to mitigate risks from climate-related and social factors.” 

One of the main choices of a sustainable bank is the one between a commercial bank 

structure and a not-for-profit credit union model, which will predetermine their strategy of capital 

attraction, restrictions on member attraction and the set of regulatory requirements they will have 

to comply with. One of the GABV banks shared: 

“It is not likely that there could be one authority that would anticipate with the 

necessary accuracy all influences and outcomes of the processes in the financial 

system. The system has many issues that affect our work directly and indirectly.” 

As non-profits, credit unions usually can offer higher interest rates on savings accounts 

and lower interest rates on loans and credit cards. Most credit unions are cooperative 

organisations owned and operated by their members, which helps overcome some agency-

principal problems faced by the conventional banks. At the same time, this legal form imposes 

restrictions on their membership criteria. For instance, one of the GABV credit cooperatives from 

Canada only operates within the province of British Columbia and cannot plan direct 

geographical expansion based on its current regime of incorporation. Another GABV institution 

commented on the associated regulatory challenges: 

“Regulation should start from an understanding of what is needed for the real 

economy and what is not. It should control risks, … penalise misuse and reward good 

behaviour that improves the common good … Regulation must encourage diversity, 

not restrain it.” 

Nevertheless, ongoing discussions of the importance of support for socially responsible 

organisations from local governments have not yet resulted into substantially improved or adapted 

legislation for sustainable banks. One of the GABV members noted: 

“We need a more holistic view of the economy, society and environment that will 

predicate financial resilience. Regulatory instruments used to ensure this should be 

recalibrated, … in particular capital requirements.” 
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The data shows that the GABV banks often struggle to meet regulatory requirements and 

are concerned that the “one size fits all” approach of financial regulators might force them to 

compromise their mission and values. For example, sustainable banks registered as credit unions 

are, by definition, owned by their members and governed by the democratically elected boards of 

directors. Nevertheless, local governments in some provinces of Canada expressed concerns 

about operational standards of such representative boards. They have been holding continuous 

discussions about prescribing these financial institutions in a regulatory manner to switch to 

professional boards. In their attempts to raise professional standards of the financial industry, the 

government is challenging sustainable banks that are not ready for this move, because their 

governance models rely greatly on community involvement and member participation. Moreover, 

in many countries the amount of regulation in the financial sector is disproportionate to the risk 

profiles of sustainable banks, which was pointed out by a GABV bank from the UK: 

“The cost of regulation falls disproportionately high on smaller banks like ours. 

Despite so many years of successful lending to charities, we still have to provide 

100% risk weighting to loans … Other loans, like the ones for property, where 

valuations can be so volatile, are not regulated that strictly.” 

This study also found that the GABV banks experience challenges in areas of 

transparency and accountability, which are loosely regulated and lack clear frameworks for 

accounts of factors other than financial results. Sustainable banks generally adhere to high 

standards of information transparency to decrease the information asymmetry of banking 

transactions. It refers to the access of stakeholders to information about organisational past, 

current and planned activities. It also reflects whether the information presented is balanced rather 

than biased (Basu & Palazzo, 2008). One of the GABV members commented on the challenges 

presented by gaps in regulation concerning accountability of financial institutions reporting 

practices: 

“Despite its potential benefits, our knowledge of its potential risks and how to 

account on them is still developing … The financial system is constantly evolving, 

and regulators and supervisors must remain attentive to this evolution and ready to 

act if needed.” 

The GABV banks achieve an unusually high transparency for the banking sector by 

informing their stakeholders and the community of the targets of their activities, the levels of the 

provided funding and the rationale underpinning their decisions. Transparency and accountability 

in sustainable banks are enhanced by the stakeholders’ access to and oversight of the work of the 

governing boards. Nonetheless, the GABV banks struggle to receive guidance from regulators on 

the matters of transparency and accountability and put their own effort in developing innovative 
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approaches that would appeal to a broad range of their stakeholders. One of the GABV members 

elaborated: 

“Regulation is often behind, which restricts consumer choice. When we started, we 

offered savers a choice of annual interest rate up to 2%, to make this link with the 
community stronger. The regulator was willing to accept this, but the Banking 

Ombudsman Service interfered and excluded us from membership.” 

Therefore, sustainable banks, regardless of their organisational structure, are looking for 

effective strategies of advocating and lobbying local governments and financial regulation 

institutions for better policies, legislation and taxation schemes. This will require better 

understanding of the specific governance issues of sustainable banking as a business model to 

suggest possible improvements and adjustments. One of the GABV banks summarised the 

regulatory tensions they experience as a result of their identity plurality: 

“It seems that … so many of the rules, especially around capital and liquidity, are 

so complex … The complexity hinders that kind of outside discipline. It seems like 
an inside game with the banks and their supervisors. This should not be the way 

forward. Transparency and clarity of the rules is very important.” 

5.4 Governance Challenges  

The role of board governance in sustainable banks focuses on providing support and 

legitimisation for the organisational management, as well as strategic guidance on fulfilling the 

community development mission. Previous research discussed the relationship between board 

characteristics and performance, in particular board composition, remuneration, accountability 

and legitimacy. This study shows that simultaneous pursuit of the community development and 

the financial performance goals poses several governance challenges for sustainable banks. One 

of the GABV members provided their outlook on the sustainable approach to governance in 

banking and the issues they face on the way to implement it: 

“All the processes get affected and need to change: hiring, risk management, 

procurement practices, liquidity and most importantly, our competences at board 

level. New approach to banking cannot come without new approach to governance.” 

This study showed that sustainable banks are particularly concerned with two 

fundamental attributes of their corporate governance systems: board composition and board 

responsibilities. The majority of the GABV banks are governed democratically in a wholly 

participative and equitable manner. This is believed to reduce the likelihood of abuse of power or 

misrepresentation of interests: 
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“We identify the best board governance practices and work on more effective and 

efficient implementation of our community-centred banking philosophy in board 

oversight functions … We define clearly who the board should represent and with 

what vision.” 

Sustainable banks take creative approaches to developing unique innovative solutions 

that strengthen their communitarian instinct. For instance, in one of the GABV banks from 

Canada members elect 22 Board directors and 114 District Council Delegates to equally represent 

through the governing system interests of people living in every part of the province, in which 

the bank operates. This innovative approach developed by the bank has proven to be very 

effective and has received strong support from the bank’s membership.  

Nonetheless, many participants of this study shared that such democratic approach to the 

board composition poses a risk of undermining the board professionalism, therefore, presenting 

them with unique challenges of finding a balance between their community-centred and banking 

identities. Many sustainable banks reported that they struggle to keep the balance between their 

aspirations for democratic governance and the professionalism of their boards: 

“Financial regulators are continually adding new directives to the job description 

of a bank director. This job continues to become increasingly complex … There is 

an increasing number of banking rules and regulations, which our board members 
have to consider in addition to the fiduciary responsibility that was traditionally 

required.” 

In order to face these challenges, banks develop innovative board governance processes 

substantially different from conventional financial institutions. Thus, one GABV member from 

Germany gave three seats on the supervisory board for employee representatives and 

implemented other measures to strengthen their governance practices: 

“Democratic governance process matters to us … it is at the core, and we never 

stop working on the challenge. We invite all our clients to take part in discussions 

on our products and services … We also invite all members to our annual meetings 

to hold open discussions there.” 

Furthermore, sustainable banks often assign formal responsibilities around ethics, 

mission and values to their boards of directors. Some of them also form tailored board-level 

community development and responsibilities committees. The purpose of such committees would 

typically include “both assisting the management with strategy formulation and periodically 

reviewing sustainability performance” (Eccles, Ioannou & Serafeim, 2014). This could be done 

in a form of assisting the management in setting strategy, establishing and evaluating goals, 

integrating corporate values into daily business operations at all levels and reviewing partnerships 

and relationships that support the resilient and sustainable growth. One of the GABV members 
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commented on their experience on addressing governance challenges through such board 

governance practices: 

“In the values-based banking context, it is particularly important that a bank 

director actively oversees the loan underwriting and administration processes. They 
provide guidance to managers and ensure values integrity … It is their role to make 

sure each credit will help us serve our community better.” 

This study identified that formal responsibilities for ethical issues are grounded at the 

very core of sustainable financial institutions, which is captured in detailed and sophisticated 

specifications of different values-related committees and their functions: 

“It is our board’s responsibility to determine which committees we need to achieve 

our mission ... Our directors serve on multiple committees and periodically rotate 

membership to achieve optimal objectivity. The challenge for us is to find the right 

balance between maintaining knowledge and gaining new perspectives.” 

For example, in a GABV bank from Canada three out of nine standing committees work 

on problems related to ethics and community responsibilities. Thus, the Conduct Review 

Committee is responsible for overseeing conduct and ethical business standards. The Co-op 

Principles and Traditions Committee stands for ensuring that their co-operative values and 

traditions remain healthy and robust. Finally, the Corporate Social Responsibility Committee 

works on researching and recommending corporate social responsibility policies to the board of 

directors.  

The centrality of the community benefit mission in sustainable banks gives it a significant 

legitimising role on the board performance. Governing boards are expected to provide support to 

managers and ensure that their decisions will contribute to fulfilling the organisational mission, 

as well as to increasing the competitiveness and financial resilience: 

“Serving on the board of a community bank offers people with a unique 

opportunity to practically contribute to the economic health of their community. Our 

board directors form values oversight committees to actively challenge management 

decisions if situations require.” 

In this situation, directors need tools that will allow them to effectively demonstrate that 

their decisions are proper and appropriate, will have the desirable impact on the community 

development mission and will lead to the long-term social benefit creation. They approach these 

increased requirements to board governance as a challenge and feel the need to innovate, 

cooperate and learn to provide the highest standards of governance for the communities in which 

they are embedded. A GABV member from Canada shared their experience on building a 

democratise and inclusive governance process: 
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“We care to achieve a desired board composition in which diversity plays an 

instrumental role. Skills and other competencies such as understanding our bank’s 

mission and triple bottom line commitment are important … Board members should 
accurately represent our diverse members and communities. We consider gender, 

age, ethnic and cultural background. All this should be maintained.” 

Another finding regarding governance challenges of sustainable banks as organisations 

with multiple identities concerns with their perceptions on the role of leadership. Until recently, 

the academic literature on the new forms of organising (including sustainable finance 

organisations) has been dominated by the ideas of authentic leadership and the key role of leaders 

in developing and implementing ethical business practices. On the contrary, findings from this 

study suggest that the GABV banks generally do not put extra emphasis on characteristics of 

CEOs and managers: 

“Sustainable banks do not build their human resources strategies on individual 

managers or leaders with extensive compensation packages. We rely on collective 

governance effort, cooperation and community grounding instead.” 

Sustainable banks rely on the democratic governance to shape organisational values and 

guide investment policies and practices. Nevertheless, findings from this study suggested that 

management in sustainable banks is generally consistent with the attributes of ethical leadership 

revealed by Trevino et al. (1998), such as orientation toward others and their development, visible 

ethical actions, setting ethical standards and possessing ethical awareness and concern for 

stakeholder effects in decision-making processes. It was further discovered that the GABV banks 

believe that all members of an organisation are responsible for ethics and put significant attention 

to attracting, selecting, and retaining the right employees at all levels of their organisations: 

“Our members on all levels share our community values. Unlike banks that only 

care about profit, here we start with identifying human needs that we want to meet. 
It is a challenge to deliver financial services that meet those needs, and this is our 

main focus.” 

5.5 Stakeholder Relations Challenges  

There is a growing belief in the organisational studies that the scale and complexity of 

social issues requires serious talent and deep expertise to develop innovative and cost-effective 

solutions with large-scale impact. Academic literature on pluralistic identity organisations 

generally states that it is paramount to ensure the person and organisation fit by hiring individuals, 

who match the organisational culture, values and needs (Verbos et al., 2007). Findings from this 

study confirm previous suggestions that, for the reason that sustainable banks currently hold a 
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relatively low market share, they struggle to recruit job candidates with experience or training in 

hybrid working environments (Battilana & Lee, 2014). Thus, one of the GABV members shared: 

“The set of skills required to do banking our way is not easy to find. It also covers 

areas of compliance, risk management, consumer relations and internal audits. Soft 
skills like empathy, leadership and creativity … are also paramount. We need 

balanced people.” 

Another GABV member bank added: 

“We are smaller than the High Street banks, and we need new skills. We innovate 

and it is easier for us to see the skills that we do not need than it is to see those new 

skills which may be required [to bank on values].” 

This study further discovered that, even though the GABV banks look for co-workers, 

who believe in banking on values and the community development mission, in their hiring 

policies they prioritise professionalism and expertise. The GABV banks shared that they find less 

challenging teaching bankers to integrate ethical judgements in their work than teaching people 

with suitable values to be bankers:  

“We want a workforce that represents well the communities where our members 

live and work and of course they have to possess financial expertise. Professionalism 

is at the core of what we want, similar to alignment with our vision and values … 

We cannot accept a trade-off.” 

As a result, sustainable banks face the need to develop effective socialising mechanisms 

to help their co-workers adjust to the nature of their projects and their working culture. 

Socialisation may be formal or informal and can include different processes, such as orientation 

programs, training and mentoring. Sustainable banks also invest in building organisational 

capabilities through research and development, information systems, training and marketing: 

“The competition in search for talent keeps growing, the job market is competitive. 

The need to up-skill has never been more important than it is now … Sustainable 

banks need candidates who can embrace change, be flexible and open to learning 
new skills and unlearning old ones … It is a combination of talent search and 

training.” 

Findings from this research further propose that, even though there is no widely accepted 

sustainable banking model and sustainable banks innovate to develop authentic procedures to 

build mutually beneficial relationships with their employees, certain techniques have proven to 

be particularly effective for this process: 
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“We support learning and encourage our employees to never stop gaining new 

skills, which they could apply based on their knowledge and expertise to better serve 

our community members.” 

Thus, the GABV banks pointed to the relevance of information availability, low staff 

turnover, high levels of employee respect and loyalty and inclusive decision making to increase 

both the employee satisfaction and productivity in achieving the common-good goals. Such 

standards of organisational employee relations they believe to contribute to eliminating the like-

hood of tensions between multiple goals by bringing together people that wish to work towards 

the community development and simultaneously enjoy the benefits of the commercial sector 

employment: 

“With the help of our committed employees we build an organisation that moves 

fast and adapts to the changing needs of the community … Having the right talent 

within our bank is crucial to realise new opportunities and contribute to the real 

economy.” 

The academic literature on sustainable finance organisations also discussed the relevance 

of organisational reward systems for shaping the behaviour of employees. On the contrary, this 

study discovered that the GABV banks generally do not make use of reward systems based on 

the achieved community impact neither for their management, nor boards, nor employees: 

“As a living wage employer, we are committed to providing a total compensation 

package to our co-workers that is in line with our values and strategic direction. It 
needs to be competitive in the banking industry and respectful of people’s skills and 

experience … Our rewards are clear and reflect many factors, not just profitability.” 

Sustainable banks thrive to create an internal culture that praises good intentions and 

efforts to support the community, to choose suitable projects and to make investment decisions 

that align with the organisational values. The GABV banks also mentioned that they would 

struggle to directly link the results of their work to compensation due to the direct community 

impact being hard to estimate and quantify. Besides, time horizons of sustainable investments are 

generally longer, which often results in the postponed social, ecological and economic effects: 

“We believe that the process we take to achieve our results matters more than the 

results themselves. Our goal is to have performance management framework that 
fully reflects our vision of the path we want to take to growth and impact and helps 

to keep our employees focused on this mission.” 

Sustainable banks are generally characterised by higher levels of community engagement 

compared to the conventional financial institutions. Indeed, many organisations that participated 

in this study are deeply embedded in their communities (particularly those using the credit 
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cooperative model), others, however, emphasise connectivity over localism. For example, a 

GABV bank from the Netherlands that currently also has branches in the United Kingdom, 

Belgium, Germany and Spain, puts great emphasis on communication technologies and online 

banking technologies to stay in touch with its customers then on personal interactions. It has 

developed a Java based interactive banking application called Triton, which allows its customers 

to see the details of projects that were financed from the deposits in different regions. The bank 

member explained: 

“We see potential in how modern technology could bring greater engagement and 

responsibility on both sides … And most importantly, it can help build up new and 

stronger relationships, and overcome the challenge of staying connected with 

customers and responding to their calls in a timely manner.” 

Despite differences in mechanisms and strategies, most sustainable banks confirmed that 

the success of their business models and their missions depends greatly on building mutually 

beneficial relations with their clients and investors. One of the GABV organisations commented: 

“Many people do not understand the link between their money and the world 

around them. They think they do not need to know about finance … But without 

their input community banking cannot move forward.” 

This research further uncovered that with practices of financial inclusion, alternative 

guarantee systems, authentic credit risk assessment and purpose-driven funds allocation, 

sustainable banks demonstrate genuine commitment to their depositors and borrowers beyond 

what is offered by the conventional financial institutions. Whereas commercial enterprises 

generally think of their consumers as customers and non-profits think of their consumers as 

beneficiaries, sustainable banks break this customer-beneficiary dichotomy by providing 

products and services that, when consumed, produce community value (Battilana & Lee, 2014). 

When consumption yields both revenue and community value, customers and beneficiaries 

become indistinguishable, especially in member owned cooperatives. When customers and 

beneficiaries become the same, focusing on growth no longer takes resources away from 

beneficiaries, but instead the higher economic growth ensures greater fulfilment of the 

community development mission. A GABV member from the UK expressed their vision: 

“… more needs to be done to build the capacity of society to mobilise change. 

People need to become more organised and strategic, get interest in managing their 

ow finds and challenge the status quo. Only this way we can challenge whose benefit 

the system works for.” 
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The existing literature further suggested that the duality of performance objectives in 

organisations that combine the community development and the commercial institutional logics 

endangers the community development mission due to the natural temptation to employ well-

established evaluation metrics covering financial results more often than ambiguous and 

contested tools for analysing social outputs (Brakman Reiser & Dean, 2013). Indeed, the GABV 

banks commented on multiple issues around reporting practices and standards: 

“Overall, most [conventional banks] are managing basic compliance. The quality 

and coherence of this information is not up to the level investors need to make their 

decisions. Industry needs to move beyond compliance.” 

The GABV banks employ advanced reporting standards to achieve high levels of 

transparency and accountability for the community development goals: 

“Markets are very helpful in terms of allocating capital. But markets need to have 

good information … When banks report with information that is not good, it causes 

too many uncertainties and risks in the financial system.” 

Sustainable banks experience pressures to inform their stakeholders and the community 

of the targets of their activities, the levels of provided funding and the rationale underpinning 

their decisions. Such reporting requirements oftentimes put sustainable banks under the risk of 

creating an information overload and losing the substance. One of the GABV banks pointed out: 

“It is crucial that consumers understand how the financial system works. If they 

do, they will be better able to monitor and control where their money goes. The 

financial system is too complex for many people, and they do not have access to 

easily digestible information … We want to help them stop being excluded from it.” 

Another GABV member shared similar thoughts on the issues they face with reporting 

practices and stakeholder communication: 

“With more financial education and information, there will be a more democratic 

participation than the current ‘behind closed doors’ approach. We need it to achieve 

greater community engagement in governance.” 

Findings from this research suggests that the challenge of ensuring high levels of member 

participation in sustainable banks is further complicated by the diversity of clients they serve, 

both depositors and borrowers. Despite the general support for the banking on values movement, 

people are driven by different motives to bank with the sustainability focused financial 

institutions, which might predetermine their responses to member engagement activities of those 

banks: 
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“There is a real potential to sharpen the message around sustainable finance and 

banking … We would like to increase awareness and start having a bigger influence.” 

Besides, these findings confirm claims made by Iriana and Buttle’s (2007) research on 

sustainable banks that a relatively high number of their clients still prefer to be only passively 

involved in the community development and is not looking forward to participate in governance. 

The hybrid nature of sustainable financial institutions has implications for their ability to mobilise 

support from members, sponsors and authorities. Furthermore, sustainable banks put emphasis 

on measuring the community impact, which does not necessarily equal stakeholder satisfaction: 

“Our community is diverse, and there is a lot of space for making contribution. It 

is our daily work to identify matters that are most salient for our customers … We 

try to support all good causes brought to our attention … Improving community 

welfare is a step by step process.” 

Therefore, the diversity of community needs and expectations make stakeholder relations 

challenges particularly salient for sustainable banks. If sustainability or long-term resilience is 

the main quality expected and desired from a bank by all stakeholders, other contradicting 

expectations could be compromised and made less salient by being treated as subordinate to this 

main performance goal. 

5.6 Project Assessment Challenges  

Previous research suggested that decision-making process is the point where the 

formulated organisational values become values in use. Actions are driven by what the 

organisational culture teaches people inside the enterprise to think, feel and perceive about the 

problems they face as an organisation (Verbos et al., 2007). Academics and practitioners 

generally agree this to be the most critical instance, where a process must align with the 

organisational mission and values. Findings from this research indicated that sustainable banks 

face a challenge of building project assessment processes committed to both the community 

development mission and the financial efficiency of operations. To achieve this goal, 

management should identify and communicate organisational values that strike a healthy balance 

between commitment to both the capital gains and the social benefit. One of the GABV members 

shared their experience of working on meeting dual identity requirements in their project 

evaluation: 

“In the existing system, success of a bank is still mainly measured by monetary 

gains. Social and environmental effects are barely considered … We need to include 
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those two dimensions, or bottom lines, and make them comparable to make informed 

decisions.” 

Similar as the conventional financial institutions, sustainable banks aim to supply the 

highest quality financial products and remain economically viable. Contrary to them, however, 

values-based banks possess a unique understanding of their role within the communities in which 

they are embedded and seek to use market systems in a way that would allow to achieve mutual 

benefit for their business, society and environment. A GABV institution explained the issues they 

observe with the current approach to project assessment within banks: 

“A problem with current sustainability metrics … [is] that they often account for 

strategies but do not assess how they are implemented in practice. It is a complicated 

process to measure how sustainability is embedded in culture … But it is not an 

impossible task if processes are tracked from strategy through implementation to 

results.” 

In simultaneously striving for social and economic development, the GABV banks avoid 

engaging into speculative operations and concentrate their activities around money depositing 

and money lending. Moreover, every project they finance should deliver some form of socially 

or environmentally positive outcome consistent with their organisational missions: 

“We start by delivering value to society. We identify a human need that one of our 

clients can help meet. Then we look to deliver banking services in a financially 
sustainable way that can generate return to investors … We do not ignore the 

financial side, but we start with the value we can provide to society.” 

The sustainable complex approach to project assessment was confirmed by a fellow 

GABV member from Denmark: 

“Our process starts with identifying human needs to be met and enterprises or 

individuals, who can meet those needs on a sustainable basis. The process includes 

sound financial analysis, … but the economics come later in the process.” 

Findings from this study confirm that sustainable banks also have longer investment 

horizons compared to the conventional financial institutions, which require greater patience from 

their investors and shareholders. One of the GABV banks commented on their approach to risk 

management in lending and investing: 

“… our mindset of risk management is broader, which helps to reduce risks. As a 

community organisation, we are willing to accept slightly higher risks, not to get 

more financial rewards but because a project is important for the community. 

Because of impact.” 
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It was further discovered that in most cases, values-based organisations are characterised 

by a strong dominant common-good philosophy and consider economic profitability as a means 

to achieve their community development goals: 

“We believe that these are the needs that values-based banks should focus on … 

We help create economic resilience … We address the issues of environmental 
regeneration: not just keeping the environment as it is but actually making it better 

for next generations. Similarly, we look at social empowerment.” 

Another GABV member agreed that their approach to project assessment fundamentally 

differs from the conventional one within the banking industry. As a result, sustainable banks face 

challenges of accounting for all the important factors and possible implications: 

“Our approach does not change the fundamentals of our credit methodology … It 

changes the order in which we access the implications. Given that the list of factors 

is broader, frameworks should be more sophisticated but also remain concise.” 

Previous literature reported that sustainable banks have demonstrated enormous success 

in using “hidden or untapped local resources that other organisations fail to recognise, value or 

use” (Di Domenico, Haugh & Tracey, 2010). Findings from this research reveal that they do not 

fit into the conventional model of social enterprises that build their operations upon limited 

resources and require high level of creativity to create something from nothing: 

“Since the beginning … we had little guidance on how to distribute resources in 

the way that is best for the community. But our members always trusted us and there 

was no shortage of deposits. We were building skills and expertise together with our 

members. Now it is our ‘know how’ that we are happy to share.” 

This study discovered that the GABV banks have developed a clear vision and strategy 

for financing their operations from the community deposits. Thus, a GABV banks from Canada 

in 2014 financed hundred per cent of its loans from the deposits of its members. Moreover, many 

of the GABV banks reported that they receive sufficient funding and often struggle to find 

suitable community projects to invest the excessive deposit supply: 

“Among all the projects out there, we would look for the ones with clear 

community benefit. But not every project that community members would like us to 

support is fully aligned with our values … Sometimes we could get aligned, but not 

always of course.” 

Driven by strict ethical screening criteria and limited by high levels of transparency and 

accountability, they find the processes of project selection and credit approval to be demanding 

and challenging. Investment decisions in the GABV banks are based on complex evaluations of 
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financial characteristics and potential community benefits, which require both banking expertise 

and deep understanding of the sustainability component. A bank from Italy shared their 

experience: 

“It is important to engage members in credit decisions. They [credit decisions] are 

the most essential decision-making within the bank. To contribute, members need to 
receive training in how to assess borrowers … Members need to be included, they 

bring localised insights into this process. Their assessment then needs to be passed 

to a credit analyst and become a part of the credit submission … In our bank members 

have a right of veto.”  

Investment decisions in sustainable banks are based on complex evaluations of financial 

characteristics and potential community benefits, which engage both banking expertise of the 

employees and their deep understanding of the moral component. A bank from Germany 

explained how they combine these dual goals: 

“Often the most important factor in the whole assessment of a project is its goals 

… We care that not only financial profit is the motivator, but we contribute to a social 

or environmental cause and improvement of well-being.”  

Findings from this study prove that in the GABV banks, financial assessment is not 

approached as superior to compliance with the ethical criteria and the evidence of potential 

community benefit. They see themselves as primarily vehicles to accomplish, strengthen, enhance 

or expand their corporate missions (Alter & Dawans, 2006). As a result, people inside the 

organisations treat both criteria as professional instructions that have to be followed for successful 

performance. Thereby, simultaneous pursuit of the dual identities has often forced managers to 

stay away from debatable projects: 

“We work together with customers to identify their real needs and true costs of 

their projects … Our customers do not always have that knowledge and expertise to 

write good proposals and provide detailed explanations. This is why they would 
never become a client in some High Street banks … there is work to do together 

before we can invest in them.” 

Borrowers of sustainable banks include charities, arts organisations, local community 

groups, social enterprises, sustainable development organisations, etc. These enterprises need 

finance for a broad range of reasons, such as providing cash-flow facility to bridge gaps between 

grants, mortgages for new properties, loans for start-up projects or loans to reschedule debts with 

creditors. The conventional financial institutions often refuse to provide services to such 

enterprises, because they do not understand their legal structures or their special needs. In other 

cases, these organisations do not have an adequate credit history and are deemed too high risk. 

Findings from this research reveal that driven by the aim to extend banking services to such 
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financially excluded individuals and businesses, the GABV banks often have to rely on rather 

subjective evaluations.  

“We support projects that bring positive value to the community but that is very 

context sensitive. Our communities deserve help and commitment … As a regulated 
financial institution, we do not have complete freedom in supporting every cause, 

but we are prepared to walk an extra mile to support our members’ needs.” 

The challenge is further complicated by differences among the contexts of operation, 

which range from the most developed economies to the emerging markets. Sustainable banks, 

particularly those operating in the developing countries, have to factor-in how business decisions 

would connect with non-business factors, such as politics, history and human conditions: 

“Some entrepreneurs have financial capacity that is too limited to be able to take 

on debt or repay it. Government often is also not in the position to support them … 

Values-based banks can make a real difference for communities in developing 

countries, who struggle from financial exclusion the most. And there is space for 

conventional banks too.” 

As pointed out by Cowton and Thompson (2001), sustainable banking activities are 

intentionally designed to be different from those of the conventional financial institutions. They 

simultaneously thrive for the community impact and the economic profitability by funding 

economic activities with social or environmental benefits and refraining from speculative 

operations. Findings from this study confirm that the GABV banks aim at channelling deposits 

received from their community members into loans for other members in need of extra finance – 

families, businesses and community organisations. Therefore, they require innovative credit 

mechanisms and most importantly alternative guarantee systems, which would allow sustainable 

banks to put money into projects or persons not attended by the conventional banks: 

“It is very important to keep supporting financial inclusion with everything we do. 

This includes expansion of banking and financial services in the rural areas, 

promotion of mobile banking and branchless banking, continuation of government 
led programs and the implementation of subsidised programs … Banking cannot 

become more inclusive with our collective effort and innovative assessment.” 

5.7 Chapter Summary  

This chapter presented the findings on how sustainable banks, members of the GABV, 

combine the economic and the ethical roles. It was discovered that these organisations experience 

identity plurality due to their simultaneous commitment to the financial and the community 

development goals. Sustainable banks describe themselves as simultaneously the economic and 

the ethical actors and acknowledge that such identity duality creates a number of challenges, 
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which they are willing to address in order to remain true to their core. It was found that the GABV 

members perceive both sets of goals as indispensable and demonstrate strong awareness of their 

organisational identity plurality and the differences between their approach and the conventional 

banking. 

Moreover, this chapter discussed the challenges posed by the organisational identity 

plurality for sustainable banks. The GABV members pointed to four major challenges, namely 

regulatory, governance, stakeholder relations and project assessment. Firstly, sustainable banks 

struggle to meet regulatory requirements and believe that the existing legislation does not equally 

account for their economic and ethical roles. Secondly, the GABV banks experience governance 

challenges in their attempts to balance the financial industry professionalism and the democratic 

approach to board governance. Thirdly, sustainable finance and banking organisations face 

identity plurality challenges in their relations with stakeholders and their attempts to engage with 

the communities in which they are embedded. Finally, sustainable banks experience unique 

project assessment challenges due to their desire to combine the financial profitability with the 

community development mission. Therefore, this chapter provided a thorough overview of the 

ways sustainable banks experience the organisational identity plurality. The next chapters 

continue summarising the research findings and focus on how sustainable banks resolve these 

identity plurality challenges and liabilities. Chapter 6 presents findings related to the ways the 

GABV members address their liabilities for multiple goals, whereas Chapter 7 discusses how 

these banks resolve liabilities to multiple principle stakeholder groups.
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CHAPTER 6 

LIABILITIES FOR MULTIPLE GOALS 

Sustainable Banking: Identity and Liabilities 

 

6.1 Introduction  

Findings from the study suggest that sustainable banks manage their liabilities for 

multiple goals through identity work. Identity work can be defined as a process through which 

organisations seek to establish an identity in their own estimation and in the eyes of external 

stakeholders (Alvesson et al., 2008), draw on resources from the institutional setting in order to 

make identity claims (Watson, 2016) and develop a coherent narrative of the self over time 

(Ybema et al., 2009). Previous literature provided evidence of the organisational identity work 

undertaken through a range of processes including account-giving, struggle and conflict 

(Sveningsson & Alvesson, 2003), distancing organisation from particular identity attributions 

(Costas & Fleming, 2009) and appropriation of resources used for identity labelling (Musson & 

Duberley, 2007). While some of the studies did address the cases of pluralistic identity 

organisations, little insight has been provided on the role of identity work in developing and 

sustaining pluralistic identities. Even though it has been discussed by previous studies that 

identity work can lead to the resolution of identity tensions (Alvesson et al., 2008; Bain et al., 

2005), no evidence has been presented on the exact tactics that could be employed by pluralistic 

identity organisations to combine multiple logics without causing a mission drift. Findings from 

this research on sustainable banks fill these gaps in knowledge and contribute to our 

understanding of the ways pluralistic identity organisations balance the ethical and the economic 

sides of their strategies though identity work. 

This chapter summarises identity work tactics that sustainable banks from the GABV use 

to combine the community development and the banking goals and address the tensions that arise 

from their simultaneous pursuit (discussed in Chapter 5). Study participants were asked specific 

questions probing for how sustainable banks respond to their identity plurality. Through the 

qualitative research process, several distinct identity work tactics were discovered. After coding 

and analysing all interviews, observation notes and documents, these tactics were organised into 
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three broad classifications of identity work: critiquing, contextualising and intervening tactics. 

Table 12 summarises the identity work tactics developed by the GABV banks to address their 

liabilities for the simultaneous pursuit of the community relations and the banking goals. 

TABLE 12. IDENTITY WORK TACTICS 

Tactic Description 

Critiquing tactics 

Detecting 
Identifying the areas and customers unaddressed by conventional 

banking products and services and extending financial services to 

previously excluded or under-served categories. 

Distancing 
Emphasising strategic and operational differences between the 

conventional and sustainable ways of banking. 

Contextualising tactics 

Historicising 
Putting emphasis on supporting local traditions within the 

communities in which sustainable banks operate. 

Localising 
Developing services and products by learning from the needs and 

expectations of their local communities. 

Cooperating 
Cooperating with like-minded organisations and institutions and 

building partnerships to grow the sustainable banking market 

category. 

Intervening tactics 

Including 

Providing financial services with inclusive approach towards 

categories of customers generally excluded by conventional banks, 

offering customer individually sourced and tailored products to fulfil 

their needs. 

Initiating 
Providing highly innovative and unconventional products and services 

to address the needs of their customers and support their development. 

Empowering 
Inspiring customers and communities to develop sustainable business 

models and supporting them with finance and expertise along the way. 

Source: Author (2019) 
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6.2 Critiquing tactics   

The first category of identity work tactics employed by sustainable banks to manage their 

identity plurality focuses on “critiquing” through the practices of detecting and distancing. 

Critiquing tactics aim at understanding how the sustainable banking engenders and solidifies the 

conventional forms of financial services. Critique is arguably an indispensable step to embrace 

the “otherness” of sustainable banking as it stimulates an understanding of how it differs from the 

conventional forms of financial services. Findings from this study suggest that the GABV banks 

approach the critiquing of the conventional banking in two modes: by detecting its pitfalls and by 

distancing themselves from those unsustainable practices.  

6.2.1 Detecting 

Many participants of this study mentioned that a large part of defining the sustainable 

banking identity is extending financial services to the previously excluded or underserved 

categories of customers. In order to achieve this goal, the GABV banks put substantial effort to 

identifying individuals, organisations and whole regions that remain neglected by conventional 

banks. Thus, a GABV member from the Bangladesh commented: 

“Our client was inspired to set up an agricultural business, having learnt from his 

father’s farm. So, in 1995, he decided to start his own poultry farm with the help of 
his father … But this needed investment – something that the traditional banking 

sector would not extend to him without a formal banking history. And that is where 

GreenSouth bank came in.” 

Similarly, other respondents also admitted that an essential part of their work is to identify 

areas and causes where they can contribute to communities in which they are embedded and offer 

support. A GABV bank from the U.S. is a great example of an organisation that was very effective 

in finding unaddressed issues in their local community and offering financial services to support 

important initiatives within the American farming industry. American farmers have long 

witnessed pressures from low milk prices and real estate developments forcing small family run 

companies out of business. Young entrepreneurs from a local community came up with an idea 

that renewable energy might offer a way to sustain small farms and help reverse a long-term trend 

in America: the loss of farmland and farmers. In 2007, local entrepreneurs founded a collaborative 

organisation that built and operated milk digesters for dairy farms in the region, to provide local 

dairy farmers with the solution they have been looking for: 
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“These people were looking for a way that energy could bring new value to farms, 

not just repackage the old values.”   

Their business idea included using communally shared milk digesters, producing 

renewable energy out of waste products, which would be collectively operated by a group of local 

farmers to share costs and revenues. Such community approach of the entrepreneurs would allow 

to reduce the costs of cow bedding, increase bacterial control and water quality, and provide local 

farmers with opportunities for revenue sharing. The interviewee from the GABV bank shared:  

“We are part of the community and we know its needs. We take the time to sit 

down and understand unique situation and goals of farmers. No two farms are alike. 

And no two farmers are alike.” 

It should be noted that by the time the entrepreneurs founded their company, benefits of 

the renewable energy technologies had been explored by very few dairy businesses in America. 

Despite the successful experience of these technologies being implemented across many 

European countries, American dairymen of that time remained sceptical about the reliability of 

the renewable energy solutions. Their scepticism towards the community approach of the 

founders was further powered by the U.S. system of price control for milk and dairy products. 

Before putting in operation their first digester, the entrepreneurs spent considerable time to inform 

local communities about their business promise and build relationships with farmers. The GABV 

bank’s representative shared:  

“They enacted the concept of no sudden moves, because the last thing that you 

want to happen with a project like this is that people would get surprised and start to 

feel the, ‘not in my backyard’ syndrome.”  

A chorus of rejections from conventional banks brought the founders to a sustainable 

lender from the GABV, who was the first financial services provider to see the value and market 

potential in the idea of mitigating dairy business risks through the community approach. The 

enterprise currently owns and operates five farm power sites in its state, providing local dairy 

productions with up to 4.25MW of renewable electricity. The GABV bank regarded this 

investment as a case that benefited multiple areas of their identity, mission and values. One of the 

board directors further said:   

“We supported the community-based dairy biogas projects in that region from its 

very beginning and over a number of years. We were a key support for their 
innovative approach to achieving their goal of creating new revenue streams for 

small local dairy farms.” 
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6.2.2 Distancing 

Most of the interviewees believe that sustainable banks significantly differ in their 

approach and performance from the conventional banks. Findings from this study suggest that, at 

this stage of the sustainable finance development, the GABV banks deem it important for their 

identity to emphasise the existing strategic and operational differences between the two ways of 

doing banking. A bank from the U.S. shared: 

“For the first time, a bank was interested in helping its clients business grow. We 

visited the factory, saw how they make things and talked to their employees. 

Together we drafted a loan agreement that worked for both parties.” 

Pointing to the differences between conventional and sustainable banking approaches was 

a notable motive in all the interviews. This could be attributed to the current unsustainable state 

of financial system and the desire of sustainable banks to make positive impact, which could not 

be achieved without reflection on the existing practices that need to be modified and replaced. A 

GABV bank from France further added: 

“Our core business fundamentally differentiates us from other banks. Our expertise 

makes us aware of the concerns of our social economy customers. And each of us 

benefits from the other’s knowledge: we know the issues GreenNorth bank faces and 

they know the constraints we have as a bank.” 

Sustainable banks find truly important to explain how their approach could improve 

existing practices and address the currently neglected needs and problems. Another bank from 

U.S. expanded: 

“I could immediately tell the difference between the community banks and regular 

banks, where a partnership was never on the table, just a spreadsheet.” 

This identity work of sustainable banks is further illustrated well by a story of two owners 

of a ceramics production factory from the U.S. In 2003, the entrepreneurs decided to open a bigger 

facility, which would allow to design, produce and showroom their products within one location. 

They tried to partner with local banks to finance this expansion but failed to find understanding. 

At the conventional banks they tried to approach, a partnership was never on the table, just a 

spreadsheet. Despite the factory being a stable business generating profit, local banks only offered 

to lend the owners the maximum amount of money they could pay back based on the current 

income. After several discouraging meetings with five local banks, the entrepreneurs were 

introduced to a GABV bank, who demonstrated some serious interest in helping them grow. They 



 

162                                                                                 LIABILITIES FOR MULTIPLE GOALS 

offered a $2 million term loan supported by a $250,000 credit line to finance the construction 

project. An interviewee commented: 

“We visited the factory, saw how they make things and talked to their employees. 

Together we drafted a loan agreement that worked for both parties.”   

The GABV bank’s board director noted that such approach based on the detailed attention 

to clients’ needs lays at the core of their organisational philosophy. He further emphasised that, 

unlike the conventional banks that are predominantly focused on profitability, they account for 

intangible factors, such as the community impact and the integrity of people involved. He further 

added:  

“We are a relationship bank. Because we take time to understand an organisation’s 

needs and market, we assess risk differently.” 

6.3 Contextualising tactics  

The second group of identity work tactics employed by sustainable banks represents 

“contextualising” and explains how the sustainable banking could be shaped through the practices 

of historicising, localising and cooperating. Contextualising reflects upon how each sustainable 

financial institution is linked to a particular local and historical context and, by implication, how 

changes in the banking services provision coincide not only with innovative developments but 

also with the forgotten traditions of the community banking and finance. While the “critiquing” 

tactics help to outline the existing boundaries by which the sustainable banking identity is 

delineated, “contextualising” identity work informs the sustainable banking identity in 

purposefully linking it to the historical forms of the community financial practices, local traditions 

of baking and existing networks of sustainable organisations from different fields.  

6.3.1 Historicising 

Sustainable banks put great emphasis on supporting local traditions within the 

communities in which they are embedded. They pay increased attention and learn from the 

historical examples of financial services that were locally developed in their communities. 

Moreover, they tend to adopt organisational forms that best reflect their community approach to 

banking and allow to include customers as beneficiaries, such as credit union, building society or 

benefit corporation. A GABV member from Italy shared: 

“As a bank we are fully aligned with the values of local community, which is why 

they have been its main financial partner since we started … We support various 
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social and cultural initiatives and pay attention to the traditions people care about. 

They need to be preserved.” 

Another bank from Serbia also mentioned: 

“We supported this little craft shop in the neighbourhood, which is based on a 

concept of family business. Without any employees, services of upholstery and 

reparation are provided by the client and his wife, with the help of their son. During 
the thirteen-year-long partnership with the bank, our client has repaid 7 loans and 

currently has one active loan. These loans were used as means to realise his goals, 

one by one, with an aim to improve his business. The business that has always been 

here and that this community values.” 

For a GABV bank from Mongolia it would have been impossible to reach their local 

customers without building their approach on respecting local customs and following local 

traditions of financial relationships. The bank is located in an area of Ulaanbaatar, which is 

sometimes referred to as the coldest capital city in the world. Winter season could last for as long 

as from September to May, with average temperatures staying around -30° Celsius. Local people 

live in wooden houses or traditional Mongolian felt tents called gers. Struggling to keep warm, 

many locals use inefficient stoves burning 4.5 tons of coal per year because alternative sources 

are substantially more expensive. Equipping a ger with a fuel efficient stove would cost 

approximately 350,000 Mongolian Tugrik ($133) and alternative methods of heat preservation, 

such as improved insulation (ger blankets) and door coverings, have market prices upwards of 

600,000 Mongolian Tugrik ($230). Both measures seem too expensive for a community with an 

average household income of 180,000 Mongolian Tugrik ($72) per month: 

“The problem was urgent for local population. Crucial. But no financial support 

has been offered to help people address it and improve their quality of living. This is 

where we stepped in.” 

This situation resulted in two sets of social and environmental problems. Firstly, the cost 

of fuel consumes up to 30% of a local household’s annual income, forcing people to divert 

essential funds from food, clothing and children support. Secondly, the massive quantity of coal 

burned contributes 60% of Ulaanbaatar’s pollution, making it the second most polluted city in the 

world. The GABV bank carefully studied the situation and proposed its own decision: a network 

of product centres situated within the ger districts and selling energy-efficient products subsidised 

by the Clean Air Fund of Mongolia and the Millennium Challenge Corporation. The GABV 

member established a micro loan program to support low-income local clients in making these 

essential purchases, which is characterised by relaxed collateral requirements, reduced interest 

rates and flexible loan repayment terms. Installing energy efficiency measures with the support 
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of the GABV bank’s micro loan program helped their clients reduce their fuel consumption by 

up to 50%, allowing people to spend more on food and other basic necessities: 

“As a bank we support the efforts of local people to help themselves and save their 

own problems. They are the ones who really know both the problem and its solution.”   

These days, the program has reached over 100,000 households across the historic 

Ulaanbaatar region ger communities. This initiative has made great contribution not only to 

people’s quality of life, but also to Ulaanbaatar’s air quality, establishing a standard for 

environmental consciousness that will be followed for years to come. 

6.3.2 Localising 

Findings from this study further suggest that sustainable banks excel at developing their 

services and products learning from the needs and expectations of their local communities. Some 

of the respondents described the sustainable banking approach as developing highly tailored and 

adaptable solutions for the unique problems faced by local community members and addressing 

each situation individually. Thus, a GABV member from the U.S. focused on environmental 

issues, which provides unique locally focused funds for renewable energy initiatives, commented: 

“Lending opportunities that benefit multiple areas of the bank’s mission set, such 

as on-farm renewable energy systems, are of high value. We offer local solutions 
that could help our clients ultimately be successful in their mission to help their 

neighbours and advance the renewable energy industry.” 

Other bank from Western Uganda further explained how they supported a project of 

strategic importance for the community in which they are embedded. Finding financing solution 

for the factory was paramount for supporting local population, protecting their income and 

ensuring their future: 

“This factory is one of four factories formerly owned by Uganda Tea Growers 

Corporation … The factory is the main source of income to 800 families in local 

Districts. We played a major financing role in its growth over the years, providing in 

excess of US 2.5 billion in loans. As a result, the company has overhauled its entire 
production line and doubled its production capacity from 35,000 tons of tea per day 

to 80,000 tones.” 

Another example is a GABV bank from Vancouver area of Canada, which has long faced 

a problem of providing local parents and caregivers with access to fully certified and ethically 

run day care centres. A local day care organisation offers flexible, occasional childcare that 

parents can schedule online or through a smartphone application. The interviewee explained their 

approach and the concept:  
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“People can use it for one hour at a time or they can book with an hour’s notice if 

something pops up. Parents often have spontaneous childcare needs and they offer 

scheduling that suits their needs.”  

Moreover, the centre practices environmentally friendly approach with organic snacks, 

low-water-usage washing, an indoor worm compost and a small herb garden, where kids can learn 

about growing organic food. Such environmentally friendly approach, combined with the value 

of its business model, made the centre a natural fit for the GABV bank’s micro loan program. 

However, to start their centre, the entrepreneurs required an amount of money that the GABV 

bank could not approve single-handedly. Determined to support the entrepreneurs in addressing 

the community needs through their sustainable business approach, the bank collaborated with 

another capital provider, who shared their vision and was able to offer additional loan and a grant. 

Together the GABV bank and its partners made the Vancouver parents dream possible.   

Soon after opening in 2011, demand for such child-care services proved to be very high. 

Bank representative noted that the centre has been particularly popular among self-employed, 

home-based businesspeople and stay-at-home parents. She commented on it:  

“Childcare in Vancouver is in very high demand, and there aren’t a lot of options 

for families. A lot of families end up being in a position where they don’t really get 

what they need.”  

She elaborated on the centre’s welcoming inclusive relations with the day care customers:  

“They have an environment where the whole spectrum of Vancouver lifestyles fit 

with us. They have families of all different cultures. They have people with all 

different types of jobs. They’re inclusive.” 

6.3.3 Cooperating 

Sustainable banks from the sample expressed high willingness to cooperate with like-

minded organisations and institutions and develop successful partnerships. They effectively 

identify organisations that share their values and vision to provide best services and products for 

their clients and communities in which they operate. Thus, a GABV member from the U.S. said: 

“We help organisations secure financing through the local government and other 

partners, which allow businesses to grow more rapidly. We always search for ways 

to help them re-finance and get the best deal.” 

Community partnerships and cooperation with like-minded organisations is deemed 

important by both GreenNorth and GreenSouth banks. A GABV bank from Denmark further 

explained that they work locally to build networks of organisations that could support each other 
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and foster development. Such approach great benefits community entrepreneurs and small 

business, who can learn to rely on each other, rather than financial support from the outside: 

“We have a great network within our working field and try to link our clients to 

each other. If, for example, the client needed help with his website or another part of 
his business, we would probably be able to put him in contact with some of our other 

clients that provide this kind of service. We often work in this way.” 

A bank from Germany shared similar experience of building local partnerships and 

connecting like-minded companies to support self-sufficiency of local community: 

“Having the expertise in special sectors like education, health and care facilities, 

accommodation, organic farming and renewable energy not only makes us an equal 

partner, it gives entrepreneurs the possibility to be a part of a network, collaborating 

with other entrepreneurs in the same sector. For example, this client is joining a 
kindergarten network established by GreenNorth bank, which enables him to 

exchange views on day-to-day challenges.” 

A GABV bank from the U.S. shared an initiative they launched in cooperation with local 

authorities and entrepreneurs to strengthen local economy in Vermont by empowering members 

to invest locally. Until 2014, local investment opportunities were exclusively available to high 

net worth accredited investors, who met strict conditions: earned $200,000 or more in annual 

income or had net worth greater than $1 million. Vermont Small Business Offering (VSBO) 

legislation removed previously existing barriers and opened local investment opportunities to all 

Vermonters: 

“Vermont has a rich entrepreneurial history and spirit. It was important for us to 

help local small businesses and start-ups to finance their growth.” 

The community, however, still lacked financial education and effective tools to make a 

positive impact with their investment dollars. In 2015, the GABV bank combined its efforts with 

Milk Money company and the Department of Financial Regulation (DFR) to breach this gap and 

connect small scale investors with entrepreneurs. Milk Money developed an equity platform to 

connect interested parties and equip them with educational and networking opportunities as well 

as investment options, however, they required both financial and legislative support to launch it. 

The GABV bank worked closely with DFR to create legal underpinning of the crowd-funding 

platform they created together with Milk Money and configure the platform to comply with DFR 

regulations. The GABV bank shared that the process involved many innovative decisions and 

learning opportunities for all parties due to the pioneering nature of the created platform: 
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“Now Vermonters can discover local investment opportunities featured on the 

website, get support for evaluating and comparing opportunities, and invest directly 

through the website.” 

At the core of the GABV bank’s practices lays a shared believe that “what someone does 

with their money is an expression of their values.” Now, four years after the launch of the Milk 

Money platform, Milk Money, the GABV bank’s specialists believed that it has enhanced the 

financial paradigm of the Vermont investment ecosystem. Successful cooperative effort of the 

Milk Money platform enabled people of Vermont to more directly support local businesses they 

value. This experience brought together three partners to accomplish something none of them 

could have done individually and provide benefits to all the Vermonters. One of the GABV bank’s 

co-workers shared:  

“One small investment can lead to multiple investments that strengthen the local 

economy. This is small money-making big change. As the Milk Money platform 

takes off and people increasingly recognise it as a way to raise working capital or 

make impactful local investments, the state will achieve greater social and economic 

sustainability. Financial institutions and advisors play a direct role in it.” 

6.4 Intervening tactics   

A third category of the identity work tactics employed by sustainable banks to address 

their liabilities for multiple goals, labelled “intervening”, complements the “critiquing” and 

“contextualising” practices discussed above. These tactics explicitly focus on changing the role 

of banking in society through the practices of including, initiating and empowering. Intervening 

considers how banking could be transformed to promote more effectively and efficiently social 

change and support local communities. These identity work tactics address the complexity of the 

financial services’ outreach and stand for the interventionist dimension of the sustainable 

banking.  

6.4.1 Including 

Findings from this study reveal that the sustainable banking model is more inclusive than 

the one of conventional banks. The GABV banks are highly embedded in their local communities, 

and name stretching their services to reach previously under-served categories of customers as 

one of the core goals of their activities. A GABV member from Bolivia expanded: 

“Some clients tell we’ve been like a father to them, we have helped them very 

much. We gave them the opportunity and the loans they needed to invest and grow 

in their businesses, just at a time when poor people did not have access to banks. 
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Without this money, most of them would not have been able to turn their dreams into 

reality.” 

Another GreenNorth bank also agreed that supporting members that were previously 

neglected by conventional institutions remains important in other regions as well. Thus, they work 

to grow small-businesses and micro-entrepreneurs in Europe to help local communities foster. 

This requires increased innovation, attention to detail and risk management expertise: 

“For us, the success of this initiative further supports our approach to seeing the 

opportunity in small-scale ideas, which might otherwise be overlooked. Having had 

the right support, the company is now in a position to replicate the model elsewhere 

with our continued support.” 

A story of including, archetypical among sustainable banks, was shared by the GABV 

member from Peru. Their client from Puente Piedra in Lima came from troubled background. 

From the age of 10, she had to share with her parents responsibilities of caring for their large 

family. Years later with a family of her own, motivated to improve the living conditions, the client 

started a mini market providing products for her neighbours. The client soon faced the need to 

expand the range of products sold. Without further investment, the growth of her mini market 

was not possible, yet local banks were not willing to provide the entrepreneur with a loan, 

doubting her ability to pay it back. At that time, the lady tried her luck with the local GABV bank, 

and this is how its co-worker reflected on the experience:   

“We listened to her and evaluated her situation. She was ecstatic when we gave her 

the loan. The experience taught us all the value of good customer service. The lady 

told us that now she treats her clients the way our bank treated her.”  

The GABV member did not stop its cooperation with the entrepreneur at providing her 

with a loan. They offered her a place at their “10,000 Women” training programme developed to 

educate, support and offer networking opportunities to female small business owners. The client 

found this initiative of the GABV bank particularly useful for her growth as an entrepreneur. My 

interviewee commented: 

“It teachers entrepreneurs to do things with their business that they previously 

thought impossible and makes them realise the importance of having aspirations.”  

Today, from the comfort of her house the lady runs several businesses: a mini-market, 

internet booth, fast food stand and catering business, as well as selling electric domestic 

appliances on the side. The GABV bank’s specialist commented:  

“It is a pleasure to support hard-working, dedicated people like this client. For us, 

support does not stop after the initial loan, beyond this we aim to support people like 
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this entrepreneur through building up their capacities as businesspeople, watching 

them, as well as their businesses grow. It is this relationship between the bank and 

the borrower that sets us apart from other financial institutions.” 

6.4.2 Initiating 

Sustainable banks do not only tailor their products and services to address the local needs 

and to develop the communities in which they are embedded, they also constantly work to develop 

highly innovative solutions for the challenges their customers face. They get actively involved in 

the life of their communities and propose initiatives to tackle the existing cases of hardships and 

inequality. Thus, a GABV bank from Switzerland shared: 

“We channel money from investors who decide on which specific purpose their 

money will be used… We know our community really well and know the areas that 

need more attention. These problems usually cannot be solved by the conventional 

approach. It is innovation and willingness to try new ways that help the most.” 

Another GreenNorth institution agreed, that findings more effective ways to support local 

families and individuals is paramount to help communities prosper. A European GABV bank 

explained: 

“The work we do goes beyond that of a conventional bank, we provide advice and 

support along the way. This is crucial for any idea taking off… We are not afraid to 

do what others don’t.” 

A great example of such willingness to initiate has been discovered at a GABV bank from 

Europe, who shared a story about its involvement with an enterprise Bristol Together. Bristol 

Together is a Community Interest Company that provides employment to ex-offenders, enabling 

them to have a fresh start in life. It offers ex-offenders jobs at the construction sites of properties 

purchased at auctions, which would equip them with the skills necessary to become builders and 

eventually get back into full-time employment:   

“The ambition is to help, and support disadvantaged and socially excluded people 

achieve their potential. A criminal record can make it hard for people to find jobs. 

Initiatives like this one help to make it easier and show how people can turn their 

lives around.” 

The GABV bank took part in the development of this initiative since the project stage. It 

offered the founders support and expertise in building this business from a concept to a viable 

investment proposition. The GABV bank’s co-worker told the story:  

“Our work goes beyond that of a conventional bank, providing advice and support 

along the way. This was crucial to the idea taking off.”   
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As a true believer in impact investing as a means of delivering both social and financial 

returns, the GABV member could see the high community benefit of the Bristol Together idea. 

Nonetheless, the project lacked a proven pilot model, which was making it a risky investment that 

could hardly be defended on strictly commercial grounds. The bank was the right partner in the 

process to take a long-term view and help entrepreneurs develop a vision for scaling the model 

and replicating it in other cities across the UK. Developing meaningful long-lasting relationships 

with entrepreneurs, who have the potential to promote social change and development, fully 

represents the GABV bank’s investment strategy:  

“Entrepreneurs should feel that our bank is truly on their team, bringing all its 

expertise to make their ideas work.”   

Over the years, Bristol Together has proven to be sustainable as a business model. 

Nowadays, it is a self-financing project, which is not dependant on external support. The benefits 

of the initiative go beyond the immediate people they support. Bristol Together addresses wider 

societal issues around the UK’s housing shortage and the costs of reintegrating ex-offenders to 

the society. For the GABV member, the success of Bristol Together reinforced their trust in the 

idea of finding opportunities to support small-scale projects, which often remain overlooked by 

the conventional banks, and help them grow to deliver impact and social growth. 

6.4.3 Empowering 

Sustainable banks encourage cooperation between their clients and other like-minded 

institutions and inspire them to develop sustainable business models. The GABV members take 

effort to help their clients achieve their financial goals and simultaneously develop their potential 

through educational and networking opportunities. The sustainable banking approach includes 

building long-term partner relationships with clients to fulfil their potential and strengthen the 

local community of entrepreneurs. A GABV member from the U.S. shared how they work to 

empower people, especially those that were previously excluded from conventional financial 

services, to achieve their full potential: 

“We have helped our client to continue their family tradition of growing food with 

respect for the natural world and stewardship of the land.” 

Similarly, a GreenSouth organisation from Peru explained that inspiring local 

entrepreneurs and small businesses to take appropriate risks and initiate partnerships is an 

important part of their community work and financial services provision: 
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“For us, support doesn’t stop after the initial loan, beyond this we aim to support 

people … through building up their capacities as businesspeople, watching them, as 

well as their businesses grow. It is this relationship between the bank and the 

borrower that sets us apart from other financial institutions.” 

Another GreenNorth bank from Denmark also agreed at the importance of empowering 

members of the community in which it is embedded: 

“We are always here for people whose ideals and values correspond well with what 

we believe here. Our role is to ensure that the … business is also economically 
sustainable… We support people who already believe in themselves to believe even 

more.” 

A great example of such empowering identity work is a GABV bank from Denmark that 

has been supporting an entrepreneur, who owns a farm and a farm shop for several years. Together 

with his wife, the farmer sells vegetables, flour and meats produced on the farm, as well as 

products from other local organic manufacturers. Their target customers are young people and 

families living in the urban areas of Denmark, who are starting to pay greater attention to the way 

their food is produced.   

For the entrepreneurial couple, animal welfare and environmental impact are of great 

importance. Their farm participates in the BERAS programme2 as an example of the Ecological 

Recycling Agriculture (ERA)3, which means that the farm operates on local and renewable 

resources with an integration of animal and crop production. This approach addresses an 

important issue of effective recycling of the nutrient-uptake in the fodder production. The issue 

is urgent as in Europe approximately 80% of the arable land is used for producing fodder. The 

initiative supports farms along their ways of developing self-sufficient fodder production models, 

which could help limit animal density and contribute to a more even distribution of animals to 

farms. The GABV bank’s co-worker commented:  

“In the case of this entrepreneur, his ideals and values corresponded very well with 

what we believe in here. Our role was to ensure that the organic business is also 

economically sustainable.”  

The GABV member has been a partner to the entrepreneur and his spouse since the very 

beginning of their farm shops business. The bank granted them with their first loan in 1998. 

Farmers were looking for a bank that would be about more than just the money. The GABV 

bank’s co-workers offered them individual attention and have built a fairly close relationship 

 
2 http://www.beras.eu/implementation/index.php/en/   
3http://www.beras.eu/implementation/index.php/en/2012-02-09-21-53-40/ecologicalrecycling-

agriculture-era   

http://www.beras.eu/implementation/index.php/en/
http://www.beras.eu/implementation/index.php/en/
http://www.beras.eu/implementation/index.php/en/2012-02-09-21-53-40/ecological-recycling-agriculture-era
http://www.beras.eu/implementation/index.php/en/2012-02-09-21-53-40/ecological-recycling-agriculture-era
http://www.beras.eu/implementation/index.php/en/2012-02-09-21-53-40/ecological-recycling-agriculture-era
http://www.beras.eu/implementation/index.php/en/2012-02-09-21-53-40/ecological-recycling-agriculture-era
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based on similar values and mutual interest in each other’s work. The GABV bank’s 

representative described the relationship:  

“It is very fulfilling to work with clients like this one, because it makes me feel like 

I’m doing something positive for the society by providing financing. It is a pleasure 
to see that animals, nature and employees are treated well and with dignity at his 

farm. And if my work can help projects like this grow, I am very satisfied.”   

The GABV member further shared that they have a great network within their working 

field, and they put substantial effort to link their clients to each other. For instance, if their client 

needs help with their website or any other part of their small business, the bank would be in the 

position to put them in contact with some of their other clients, who could provide such services 

or training. Such collaborative networking approach lays at the core of the bank’s sustainable 

banking approach:  

“We show genuine interest in clients and their work. This will surely take more 

time than what account officers in the conventional banks are willing or able to 
spend, but to us this is crucially important. This way we ensure the best possible 

collaboration between our bank and the customers. Even more, we don’t really have 

sales objectives here. We focus on advising clients according to their current needs 

and their potential.” 

6.5 Chapter Summary  

This chapter summarised insights from this study of sustainable finance and banking 

organisations, which demonstrate how they balance the challenges of the organisational identity 

plurality through identity work. Findings showed that a combination of critiquing, contextualising 

and intervening identity work tactics helps the GABV banks achieve an optimal balance between 

the economic and the ethical approach to the role of the firm. Firstly, sustainable banks employ 

“critiquing” in order to understand how the sustainable banking differs from the conventional 

forms of financial services due to its simultaneous focus on the community development and the 

ethical goals. It was discovered that he GABV banks approach “critiquing” of the conventional 

banking by detecting its pitfalls and distancing their practices from the existing unsustainable 

approaches. Secondly, sustainable banks use “contextualising” to strengthen their links to the 

communities in which they are embedded, local traditions of baking and existing networks of 

sustainable organisations from different fields. In order to achieve those goals, the GABV banks 

engage into historicising, localising and cooperating identity work tactics. Finally, A sustainable 

banks address their liabilities for multiple goals though the “intervening” identity work aimed at 

changing the role of banking in society through the practices of including, initiating and 

empowering. Overall, it was discovered that these three sets of identity work tactics allow 
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sustainable banks to balance their pluralistic organisational identities and simultaneously perform 

the economic and the ethical role in their communities.  
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CHAPTER 7 

LIABILITIES TO MULTIPLE STAKEHOLDERS 

Sustainable Banking: Identity and Liabilities 

 

7.1 Introduction 

In addition to the liabilities for multiple goals discussed in the previous chapter, 

sustainable banks also face liabilities to multiple principle stakeholder groups. Data analysis 

from this research revealed that sustainable banks as pluralistic identity organisations guided 

by the community development and the financial goals adopt the relational stakeholder 

orientation. Consistent with Brickson (2005), the same stakeholder orientation persists across 

the GABV members, as well as their various stakeholder groups. It was further identified that 

the relational approach of sustainable banks to stakeholder relations consists of six elements: 

sufficient participation and inclusion of affected communities; full incorporation of local 

needs; philanthropic inclusiveness; transparency and power balance among stakeholders; 

governmental commitments; and collaborative hiring and socialisation. This chapter explains 

every element of the relational identity orientation adopted by the GABV banks in detail and 

provides empirical examples from the data. 

The following sections outline how the GABV banks build relationships with their 

multiple principle stakeholders. Data analysis revealed that the relational identity orientation 

is expressed by the GABV banks through a combination of activities. First, sustainable banks 

tend to ensure wide but selective inclusion of the local communities affected by their 

commercial activities based on the particular needs their projects aim to satisfy. These might 

range from sustainable housing and renewable energy to supporting the development of 

female entrepreneurs and increasing the inclusiveness towards disabled people. Second, 

through building durable relationships with their selected partners, the GABV banks develop 

superior approach to discovering, prioritising and addressing the needs of the communities in 

which they are embedded. The GABV members put considerable effort in involving their 

communities in organisational governance, collecting feedback and building two-way 

communication streams. Third, sustainable banks apply the relational approach to their 

philanthropic initiatives, where they aim to provide durable support to the selected causes. The 
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GABV banks restrain from donating to unrelated community issues, no matter how urgent, 

and avoid organising one-time campaigns. Fourth, the GABV banks develop innovative 

approaches to sustaining the power balance among their stakeholders and ensuring 

transparency and accountability towards their partners. Based on the challenges discussed in 

the previous chapters, this requires substantial innovativeness from sustainable banks as the 

pioneer pluralistic identity organisations. Fifth, the GABV banks practice relational attitudes 

in their governmental relations by complementing governmental efforts and commitments 

without replacing them. Sustainable banks work together with local authorities to make their 

communities stronger, more inclusive and resilient, and their relational approach strengthens 

the collaborations with state actors. Finally, the GABV banks practice a collaborative 

approach to hiring and socialisation and aim to build similar partner relations with their co-

workers. Employees are perceived as the highest value by sustainable banks, who face the 

challenges of recruiting people with financial backgrounds and strong support for the 

community development agenda. 

7.2 Sufficient Participation and Inclusion of Affected Communities 

Even though participation, stakeholder dialogue and partnership could be found within 

organisations practicing any type of identity orientation, the relational organisations stand out 

by ensuring wide and simultaneously selective inclusion of the local communities directly 

affected or concerned by their operations. Large number of the GreenNorth banks are 

community owned, which predetermines active involvement with the members and issues that 

have the most significance for the local population. A respondent from France shared: 

“As a cooperative bank, our capital is held by its customers, which take part 

in the bank’s activity and strategy.” 

Other GABV banks also demonstrate strategic approach to selecting community 

issues in areas where they possess the most expertise, resources and potential for creating 

community benefit. Problems addressed by the Green North banks vary from agricultural 

needs and small business development to environmental protection, rights equality and 

innovation. A GABV member from U.S. describe their approach to working with the local 

community as follows: 

“We invest our time and resources in the neighbourhoods where we have 

branches. We approach marketing at a micro community level, focusing on 

the neighbourhoods surrounding our branches.” 
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The approach of the GABV banks to community engagement is well illustrated by a 

bank from Europe, which worked with the Messina Community Foundation, aimed at 

supporting vulnerable individuals by providing them with access to training in traditional local 

skills and craftsmanship. This social enterprise employs and reintegrates into society former 

inmates from a local psychiatric prison hospital. All profits from its operations the Messina 

Community Foundation reinvests in social and cultural projects within the local community. 

Community efforts of the organisation have been acknowledged by the OECD, UNOPS and 

WHO, who saw great innovation and value in its model of enhancing the community welfare 

through personal development. The GABV bank’s representative described the Foundation in 

the following words: 

“The Messina Community Foundation gives hope to people who have lived 

below the poverty line for many years, but who still believe in changing their 
lives. It makes people believe that with commitment and hard work they will be 

able to change their lives and get financial freedom.”  

The Messina Community Foundation is located in an under-developed rural area of 

Southern Italy, where a gap between rich and poor is tremendous and where civil society faces 

the challenges of organised crime and extortion. Its branches occupy artistic and natural sites 

reclaimed from the Italian mafia. Inspired by its background, the organisation and its partners 

aim to battle crime in all its forms. They practice full transparency of operations through 

reporting, peer monitoring and whistle blowing. The Foundation runs on a self-sustaining 

model without relying on support from the government or donation agencies: 

“Community foundations are deeply embedded in their communities and have 

direct contact with their members. They are in a unique position to flexibly 

respond to what is happening in their immediate environment.”  

The Messina Community Foundation is involved in multiple social and environmental 

initiatives. One of these initiatives is located on the land owned by the Ministry for Justice 

outside the local psychiatric prison hospital. Plants, flowers, fruit and vegetables are grown 

and sold there via cooperative buying groups collectively promoted by the Slow Food 

Movement. The organisation also works on several cultural projects for the Strait of Messina 

including music festivals, literature fairs and music performances for children in the city: 

“Community foundations help locally emerging ideas take shape. They can then 

create opportunities for people of different backgrounds and work together 

around points of common interest.” 
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The GABV bank considers itself fully aligned with the values and mission of the 

Messina Community Foundation. They have been financial partners since the start of the 

initiative. The bank provides daily financial services and assists with fundraising. It also 

supported the Foundation with a loan to finance the purchase of solar panels for its facilities 

and to assist with their social and cultural initiatives. 

GreenSouth banks often devote their community development efforts to summering 

local entrepreneurs through micro-finance programs. This is how a bank from Bolivia 

describes their efforts in ensuring sufficient inclusion of the affected communities: 

“Our purpose is to contribute to the development and quality of life of micro 

entrepreneurs and salaried workers, through financial products and services 

specifically adapted to their needs.” 

A bank from Paraguay further explains how they engage with the local community 

and which opportunities they offer to people within the regions of their operation: 

“We are committed to contributing in a positive manner to economic 

development, the generation of job opportunities, employment and wealth 

towards poverty relief  by offering sustainable solutions designed to provide 

proper responses to the majority of people, entrepreneurs, families, 

enterprises, organisations and communities in each market and region of the 

country.” 

Another good example of the GABV banks’ community work approach, is a member 

bank, which responded to local needs unaddressed by conventional banks through supporting 

a Groupe SOS program. The local initiative consists of three units responding to the most 

striking community problems. SOS Drogue International is aimed at tackling drug addiction 

and developing programmes against drug abuse. SOS Habitat et Soins works on the growing 

HIV epidemic. Finally, SOS Insertion et Alternatives addresses the problems of social 

exclusion. Together the three organisations are united under the Groupe SOS umbrella to 

represent a complex care offer to support people and prevent social exclusion. Groupe SOS 

consists of 44 branches operating across France, la Réunion, Guyane and Mayotte. This is how 

the GAB bank’s representative described their relationship with the organisation: 

“Our core business fundamentally differentiates us from other banks. We are 

truly aware of the concern our customers have. Each of us benefits from the 

knowledge of the other. We know the issues Groupe SOS faces and they know 

the limitations we currently have as a bank.” 

Groupe SOS offers integrated support to people in economically or socially troubling 

situations. It targets the supply of fundamental needs to the community, such as housing, 
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healthcare, education, employment and elderly care. Today, 44 local branches of the 

organisation employ 10,000 people and manage over 300 facilities including hospitals, 

nurseries, retirement homes, educational institutions, social housing and integration facilities 

for disabled people: 

“Organisations supported by their communities can enable innovation, 

empowerment and learning to take place. It is the affected community that 

needs to have voice.” 

Financial resilience of the Groupe SOS is enabled by its efficient management 

strategy. A special shared-services division within the organisation provides management 

services such as human resources, accounting, communication, fundraising, law, finance and 

marketing across the whole group. The organisation also contributes to growing fellow social 

enterprises by sharing its knowledge and expertise. The GABV bank’s representative 

commented on her experience working with the Groupe SOS: 

“We share common values with the Groupe SOS. We all believe in 

transparency, solidarity, respect and commitment to better communities.”  

The GABV bank has supported large-scale projects of the Groupe SOS, as well as 

smaller initiatives of the group. Stepping from its deep understanding of the issues facing 

social enterprises, the bank was able to support them timely and efficiently. My interviewee 

shared that she found it very gratifying to support a client like the Groupe SOS, which is a 

major player in local social economy. 

7.3 Full Incorporation of Local Needs 

The existing literature has long reported on the problematic nature of thorough 

stakeholder consultation processes. As a result, organisational efforts often are not targeted 

towards the needs of local communities. They also often fail to address the issues for which 

organisations are responsible and the stakeholders to whom they are accountable. The failure 

or inability of organisations to incorporate and prioritise the needs of local communities has 

been considered as a major weakness of the stakeholder participation processes. On the 

contrary, findings from this study indicate that the relational stakeholder orientation of 

sustainable banks empowers their superior approach to discovering, prioritising and 

addressing the needs of the communities in which they are embedded. GreenNorth banks 

possess sufficient expertise, resources and community support to focus on locally prioritised 

issues, which might differ from the spectrum of areas prioritised by conventional banks. Thus, 
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a GABV member from Sweden has an explicit focus on social economy organisations, which 

they identified as a priority after consultations with the local community representatives: 

“We aim to finance “social economy” organisations – non - profit 

associations, mutual and cooperative companies.” 

Another bank from U.S. uses different way of describing the areas that are the core of 

their approach. It specifies that the priority issues within their local community include rights 

equality and environmental protection: 

“We provide products, expertise and capital to a unique community of people 

who share the same progressive values as we do regarding equal rights, 

women’s rights, workers’ rights, immigrant’s right and environmental 

protections.” 

Similarly, a GABV member from Canada chose to prioritise environmental issues as 

a response to their community needs. People from Vermont (Canada) have been dealing with 

growing heating costs, which they consider one of the major financial burdens for the local 

population. Energy efficiency has become a priority for the state of Vermont, which set a goal 

to meet 90 percent of local energy needs through the renewable energy and increased 

efficiency by 2050. A local GABV bank has joined its community in working towards this 

goal and has directed its efforts at providing affordable access to funding that would support 

energy efficient homes, green transportation and renewable local energy sources: 

“I believe we have a unique role to play in initiating a credible, reliable, 

authoritative conversation about what this community truly needs with the 

public sector, other non-profit organisations, businesses and individual 

citizens. And we are the only ones in that position, as far as I can see.” 

The bank’s representative shared that, despite the state-wide energy goals and the 

amount of efforts directed towards lowering the burden of high energy costs, only 20 percent 

of all the house energy audits that had been performed resulted in actual improvements. The 

majority of local homeowners did not have sufficient financial resources to fix the problems 

identified through the energy audit and to implement the suggested improvements. These 

factors inspired the bank to develop VGreen – a program of flexible loans designed to enable 

energy savings that benefit members of the local community, while supporting the state 

environmental goals. VGreen offers low-interest loans for projects or purchases that meet the 

criteria of improving energy efficiency of a member’s house or means of transportation. 

VGreen loans are structured to make these investments cash flow neutral by offering 

favourable terms, which allow borrowers to cover their loan payments using the money saved 
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through their energy improvements. As a result, the majority of program participants are able 

to make their loan payments with funds that were previously put toward their gas and 

electricity bills: 

“Vermont had a need for an initiative like this one. Local clean energy sector 

includes globally recognised companies in the green economy that research, 

design, construct and install wind, solar and hydroelectric systems.” 

The initiative has received encouragement from the state of Vermont that has 

acknowledged the potential of innovative financing programs to incentivise the consumers to 

invest in clean energy solutions. The state collaborated with the GABV bank on several energy 

efficiency initiatives through state-funded grants that have collectively enabled over $400,000 

in interest savings for the community members. To date, VGreen has provided over 1,800 

loans totalling more than $30 million. With interest rates on these loans being approximately 

five percent lower than the standard personal loan rate, the GABV member is empowering 

more local community members to invest in energy efficiency and renewable energy projects, 

supporting the state of Vermont in meeting its ambitious energy efficiency goals: 

“It was truly driven by community demand and benefits local people the 

most.” 

GreenSouth banks often prioritise problems of poverty reduction, women’s rights and 

equality in their work. A bank from Afghanistan shared the following approach to full 

incorporation of their community needs: 

“To reduce poverty, diminish the vulnerability of poor populations and 

alleviate economic and social exclusion, we help people become self-reliant 
and eventually gain the skills needed to graduate into mainstream financial 

markets.” 

Similarly, a GABV member from Honduras explained that their areas of strategic 

focus group around social and economic development of the local population and 

environmental protection: 

“We are a bank, specialised in satisfying the needs of the families of the 

Honduras popular economic sectors, actively promoting social development 

and the responsible use of the country’s natural resources.” 

Another GABV bank from U.S. has supported local community by exclusively 

addressing their long-standing problem with real estate ownership and maintenance. It has 

been actively involved in supporting 148 members of the Colonial Estate Homeowners 

Association, which provides housing to people, whose age is 55 years plus. Bank’s formal 
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involvement began in 2016, when it provided $11 million of funds in partnership with the 

national non-profit organisation ROC USA and an insurance company MetLife. Together they 

financed the purchase of land beneath the community homes by their owners: 

“Our intention is to promote convenience, quiet enjoyment, safety and welfare 

of the residents in this community. We help local people preserve and enhance 

the quality of life in the community.” 

Colonial Estates was the third project that the GABV member, ROC USA and 

MetLife undertook together to finance resident-owned manufactured home communities. 

With their help the Colonial Estates, which since then has been operating as a cooperative, 

provides its resident-owners, most of whom are retirees, with higher social security. One of 

the employees involved in the project commented: 

“It’s not only about owning the property for people but about protecting their 

future. We work to make sure that people can pay their bills. We don’t make 

money as a typical investor would.” 

Previously the land and the property were owned and managed by the outsiders. 

Residents used to face problems with property maintenance and worry about its rising costs. 

Nonetheless, when an opportunity to buy out the property first arose, community members 

were hesitant. The GABV bank’s co-worker explained that residents shared concerned about 

the prices of land and monthly mortgage payments. That time the community voted against 

purchasing the property. However, when the second chance appeared two years later, the 

Colonial Estates residents took a different approach. Earlier the same year, Oak Hill Taunton, 

a similar manufactured home park across the street, had become resident-owned with the help 

from the GABV bank and its partners. Their successful property acquisition influenced the 

Colonial Estates residents and inspired them to take action: 

“It makes everyone involved proud that this project truly addresses local needs, 

urgent ones… People feel lucky that their neighbours are also their friends.” 

Working with the GABV bank, the Colonial Estates residents formed their own 

cooperative and collectively bought out the land from the previous owner. The new 

homeowners are now determined to further develop their neighbourhood, while controlling 

monthly housing costs in a local market with rapidly escalating rent prices. The GABV bank’s 

co-worker shared: 

“Our expertise in cooperative housing and our mission of supporting 

communities has truly helped the Colonial Estates residents. It has made them 

homeowners and it has changed their lives.”  
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The bank supported the community with fixed-rate, long-term financing to enable the 

low- and moderate-income retirees to take control of their neighbourhood. They facilitated the 

community improvements and empowered people to prosper. 

7.4 Philanthropic Inclusiveness 

Previous research suggested that even though organisational initiatives like building 

schools, clinics and community centres, provision of recreational activities and similar 

infrastructural projects are often characterised as community development efforts, a large 

share of them is underscored by philanthropic motivations (Visser, 2008). As opposed to long-

term sustainable activities that guarantee the well-being of beneficiaries, philanthropy usually 

consists of short-term handouts issued by an organisation that possesses the absolute discretion 

to choose who shall benefit from them. The few who do benefit are then portrayed as 

representative of the entire population affected by an organisation’s work. This phenomenon 

has been referred to as the “philanthropic selectivism” or tokenism (Imbun et al., 2015).  

According to the findings from this research, sustainable banks, on the contrary, 

practice similar relational approach to their philanthropic initiatives as they do in their core 

activities. GreenSouth banks usually offer philanthropic programs along the lines of their main 

developmental focus. They find such initiatives equally important to their main banking 

activities, as noted by a GABV bank from Malaysia: 

“We believe in giving back to the society and we are committed to enhancing 

the living standard of those around us through programs and engagements that 

go beyond profit orientation.” 

Moreover, philanthropic initiatives of the GABV banks fully reflect their relational 

identity orientations in their long-term sustainable nature. Thus, a charitable initiative of a 

GABV bank from Malaysia, Wakaf Selangor Muamalat, has accumulated approximately RM 

19.3 million (£3.7 million) through the local branches. Around 37 percent of the fund have 

been directed towards developing local education and healthcare sectors, while the remaining 

money has been reinvested to generate further returns. Investments in education include 

donations for school constructing projects, vans and projectors purchases. Health care support 

is devoted to mobile clinics, dialysis machines, nitrogen storage tanks and similar expensive 

medical equipment: 

“Our community philanthropy has a distinctive role in helping address 

challenges posed by poverty and exclusion in local communities. We are in a 
relatively unique position to have the ability to shape responses and apply our 
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resources in ways to challenge these issues without politics that restrict local 

and national government responses.”  

Mobile clinics initiative, which provides free medical services to the local population, 

has been one of the main projects under the GABV bank’s charitable program. To date, three 

mobile clinics have been launched in collaboration with the local hospitals, who agreed to 

provide free treatment to their patients. Each mobile clinic functions at a pre-determined 

location and occasionally visits surrounding areas. The clinics offer limited variety of 

treatments, such as blood pressure examinations, diabetes, vision and physical check-ups and 

consultation services. Mobile clinics also have regularly participated in the mobilisation to 

offer health care services in states that were hit by the seasonal floods. Overall, the mobile 

clinics charitable project has benefited more than 5,000 patients in Malaysia. The GABV bank 

is planning to keep expanding the number of clinics in the future: 

“Community philanthropy is about more than money and brings local 

knowledge, people and expertise to the table. It should be courageous in its 

responses as it is at the frontline of building communities.” 

GreenNorth also strictly link their philanthropic initiatives to their corporate missions. 

Their projects benefit from a long-term approach and a strong focus on selected number of 

priority areas that they consider the most relevant for the communities in which they are 

embedded. A bank from the UK commented: 

“We are an ethical savings and loans bank with a mission to use money for 

good. Our philanthropic projects support a wide range of organisations across 

the arts, community, education, environment, faith, health, housing, 

regeneration, social care and sports.” 

Another GABV member from Canada was similarly clear in defining the spectrum 

and mission of their philanthropic efforts: 

“Over the years, we have become the social movements, collective 

enterprises, and committed citizens’ financial institution. We develop our 
programs in consultation with a wide range of organisations and design our 

initiatives based on their special needs.” 

One prominent example, a GABV bank from Russia, has developed multiple social 

and educational projects aimed to raise awareness of the importance of quality education and 

to increase financial literacy of the local population. Their Financial Literacy Centre project 

coordinates and promoted initiatives of local businesses and the academic community. The 

bank collaborated with regional universities to provide access to free advice and personal 

finance education to the residents of the Southern Russia: 
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“Without local support and long-term commitment, community philanthropy 

projects will continue to land like fireworks – flashing spectacularly and then 

dying.” 

The first Financial Literacy Centre in Rostov on Don opened in 2014. Over the five 

years, specialists of the centre have organised training for 2,500 participants from fifteen local 

universities. Volunteers and specialists of the centre have provided over 100,000 free of charge 

financial consultations. The most talented graduates of the program have been offered an 

internship opportunity at the GABV Bank. A bank representative commented: 

“Our Centre offers a simple, straightforward and convenient opportunity for 

local people to develop basic financial literacy skills. Very importantly, this 

program is completely free of charge.”  

More than 300 interns further have received permanent employment offers from the 

bank, becoming early career professionals. The consultations provided by the Financial 

Literacy Centres address the needs of all population groups in the Southern Russia. Most 

popular topics include private wealth management, business planning basics, proper loans, 

online banking, tax features and the basics of safe bankcard usage. They teach the community 

members to understand potential risks and gains of financial operations and investments and 

to make informed financial decisions. Bank’s representative reflected on this program: 

“Our Centre have made a strong contribution to promoting financial literacy 

in Russia, with its serious approach to working with local people and small 

businesses. This experience should be replicated.” 

Moreover, under this program the GABV bank offers special training for local 

entrepreneurs. Small business owners can obtain advice on taxation, finance and bookkeeping 

from the bank’s specialists with in-depth knowledge of these issues. The bank also regularly 

runs masterclasses for elders, teaching them how to pay bills from the comfort of their home, 

how to use their bankcard to obtain their pension without having to queue and how to make 

safe payments online. 

7.5 Transparency and Power Balance among Stakeholders 

Organisational stakeholders often are characterised by varying and inconsistent 

ambitions, needs and priorities. Yet, the viability of the relational identity orientation depends 

on its reception by key stakeholders such as the community leaders, chiefs, NGOs, local 

government representatives and ordinary community members. Findings from this study 

suggest that to ensure the sustainability of their projects and to fulfil their community 
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development missions, sustainable banks create innovative and transparent approaches to 

lending and investing. They cooperate with members of their communities to ensure that their 

processes are trustworthy, ethical and reliable. Thus, a GreenNorth bank from France 

commented: 

“Our purpose as an organisation and promise to our members, employees and 

communities is built on cooperative values and principles and full 

transparency.” 

A bank from Norway agreed that transparency lays in the centre of their operations, 

and so is the power balance among stakeholders: 

“We emphasise building alliances between depositors and lenders, and we 

practice transparency as a carrying principle. We strive to offer high quality, 

solid banking services to all our clients regardless of the size of their deposits 

or credit needs.” 

One example of the practical implementation of this principle is La Siembra – a 

cooperative organisation that sells fair trade organic Camino products including coffee, cocoa 

and sugar, which is financed by a GABV bank from Canada. The cooperative needed help in 

improving its financial structure to remain resilient in the face of exchange rate disparities and 

to meet other challenges typical for this type of business, such as seasonality issues, 

distribution and purchasing logistics. The GABV bank’s representative explained their active 

involvement with the cooperative: 

“We understand the importance of investing in fair trade cooperatives and have 

been a key player in developing this co-op.”  

With the support from the GABV bank, La Siembra was able to substantially cut its 

operating costs. The cooperative previously dealt with three foreign partners: Pronatec AG 

(main chocolate supplier), Equal Exchange (an American fair trade and organic food 

cooperative) and Shared Interest (their main financial partner). Financial transactions had been 

negotiated using British pounds and American dollars. Nowadays, the GABV bank is taking 

care of the exchange rates and secures the best transactions for La Siembra, which has never 

had access to such services before due to its lack of scale. The GABV bank’s policy of small 

business inclusion has opened up new opportunities for the cooperative and has empowered it 

to compete with large multinational corporations like an equal: 

“We think it’s important to invest in local community-based businesses. They 

are the choice that local customers deserve, and they are what local 
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community need to prosper. Very often they are the heart and soul of diversity 

and inclusion in small communities”.   

GreenSouth banks pay even stronger attention to open up opportunities to individuals 

and organisations that were previously neglected by conventional banks. They innovate to 

offer these clients alternative guarantee systems, collective credit products and inclusive 

screening options. A GABV bank from Colombia expanded: 

“We see ourselves as an inclusive, sustainable, environmentally and socially 

responsible financial institution supporting local micro-entrepreneurs and 
micro-businesses with our committed, competent and innovative staff. we 

work to generate opportunities for local development and progress, and to 

improve life quality of Colombian micro-entrepreneurs and their families.” 

Another GABV bank from Central America with similar values and approach started 

a quality micro health insurance program in cooperation with an insurance sector leader to 

extend access to insurance products to a large number of its clients. The service gives clients 

access to two doctor visits, clinical examination, medicine purchase and hospitalisation. It has 

as affiliated partners an extensive network of private physicians, clinical laboratories, 

pharmacies and hospitals, as well as life insurance for funeral expenses. Bank representative 

explained: 

“Putting the financial side and the insurance side together was not easy task, 

but we are willing to work on it.” 

Since the bank purchased a portfolio of 23,000 customers (with credit balances under 

$ 1,000.00), totalling $ 8.2 million, from another financial institution, it has transformed it into 

the largest micro-finance institution in the region. This portfolio transfer also emphasised the 

GABV bank’s commitment to local people and their needs. It has further collaborated with 

the International Finance Corporation (IFC) to attract U.S. $8 million financial support to 

expand its services to 25,000 new customers: 

“This program plays an important role in the development of local 

communities. It brings great benefits for rural poor households.” 

While many of the GreenSouth banks work to provide their clients with equal excess 

to innovative micro-finance and micro-insurance programs, some GreenNorth banks face 

challenges of the rising costs of space within modern urban cities. Thus, in German cities it is 

getting increasingly hard for residents to find affordable accommodation due to the limited 

offer and rising housing prices. It has become even more challenging to maintain spaces for 

cost sensitive fields such as art and culture. A GABV bank from Germany funded a new space 
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for art and culture in Berlin called Holzmarkt. This urban village offers affordable space for 

creative industry workers, such as studios for circus acrobats and musicians, a children’s 

theatre, rehearsal rooms and an event hall fitting up to 300 guests. The Holzmarkt also covers 

various other aspects of the city life with its restaurant, club, hairdresser, organic food store 

and bakery. The GABV bank supported the project based on their commitment to financing 

green construction and green housing: 

“The interest rates on our loans depend on the ecological quality of a project, 

such as energy savings, use of sustainable building materials, deployment of 

reusable energy sources, etc.” 

The project is based on the idea of diversity, which is visible in its every building with 

a unique artistic style. The village was built from environmentally friendly materials, such as 

recycled windows, second-hand bricks and scrap wood from the region. No house in 

Holzmarkt resembles the other, making the whole village a piece of art itself. It also marks a 

contrast to the luxury apartments, hotels and offices that are typically situated along the river 

Spree. The GABV bank helped fund this cooperative project, where economy, ecology and 

culture are tantamount. Its involvement has made it possible to secure this expensive property 

for the needs of the larger community. It was possible due to the bank’s strong stance on 

transparency and power balance among its stakeholders: 

“We have an environmental board, which is an independent controlling body 

organised in a similar way to a supervisory board. We adhere to a set of 

positive criteria as well as exclusions, and we are fully transparent about it.” 

7.6 Governmental Commitments 

Michael (2003: 126) claimed that the community development discourse appears to 

“signal a new form of cooperation between government, business and civil society in the 

promotion of social objectives.” Blowfield and Murray (2014: 145) further suggested that the 

experience of active organisational involvement with the communities in which they operate 

indicates that the “development ends can best be served when there is genuine collaboration 

whereby different sectors pursue shared or complementary poverty objectives”. The idea of 

“shared” community development goals has fuelled the discourse of corporate activism and 

corporate citizenship. Nonetheless, existing research has indicated that, although collaboration 

and partnership between governments and organisations may facilitate the community 

development, it poses the risk of governments exploiting organisational efforts and avoiding 

their developmental responsibilities. 
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Findings from this research on the GABV banks show that community development 

activities led by the relational identity orientation may complement governmental efforts and 

commitments without superseding or replacing them. Sustainable banks work together with 

the local authorities and non-governmental initiatives to effectively and timely complement 

their services and duties. GreenNorth bank from Japan shared their experience: 

“We actively establish partnerships among 31 Japanese local financial 

institutions, as well as 6 governmental agencies, which share awareness of 

common issues and inter-exchange information for economic development 

projects in the region.” 

Another bank from the U.S. pointed to similar approach taken in their relations with 

local and state governments and governmental agencies: 

“We wish to demonstrate that our communities are viable markets if 

approached with business discipline and long-term commitment. We often 

cooperate with the local government to achieve sufficient lending and 
investment volume to affect overall market dynamics in the neighbourhoods 

we serve.” 

A GABV bank from Germany that focuses on promoting sustainable banking to 

protect the environment and to decrease carbon emissions, is a great example of successful 

and sustainable cooperation with the local authorities. In partnership with two governmental 

agencies, the bank has developed a “Stop Climate Change” certification for its customers. The 

certification program requires a four-stage process, which consists of analysing the customer’s 

current carbon emissions performance, developing and implementing a strategy to improve it 

and offsetting unavoidable carbon emissions through investments in environmentally friendly 

projects. Individual customers also have access to the certification, such as an enhanced 

version of the carbon emissions calculator, which helps accounting for one’s personal climate 

footprint, learning about opportunities to diminish it and taking a set of steps to balance it. The 

bank commented: 

“Cooperation with the local government was a powerful, practical example of 

action the banks can take to contribute to efforts to address the climate crisis.” 

Another GABV bank from Canada collaborated with a local university to develop 

innovations in yet another area – peace restoration. They created a Centre for Peace 

Advancement (CPA), which started hosting a wide cohort of peace scholars, professionals 

from peace building organisations and peace-related non-profit and state initiatives. The 

Centre provides opportunities for research, training, public engagement and other forms of 

collaboration, therefore, promoting far-reaching and innovative insights and solutions for 
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peace missions locally and globally. An interviewee from the GABV bank shared his 

enthusiasm about the cooperative work with state institutions on developing innovative 

approaches to peace: 

“The CPA is an innovative expression of our core values. Our credit union is 

committed to sharing resources to support the building of peaceful and 

prosperous communities.”  

In its Peace Incubator situated on 450 square feet of shared space, the GABV bank 

and its partners host members working on peace-related initiatives at different stages of 

development. Community members and program students receive mentorship, training and 

seed funding to advance and promote their work. In the first three years of the initiative, 

sixteen peace start-ups have been grown, covering various community issues from peace 

education in schools to landmines defuse in Cambodia and other conflict zones. The GABV 

bank is actively involved in the operation of the Centre providing financial support and 

expertise. The work of CPA has already reached the lives of over 10,000 local community 

members through their school workshops, public events and exhibitions: 

“Our ongoing partnerships have been crucial for our efforts to advance 

innovative understandings and practices of peace locally and globally.”  

GreenSouth also confirmed that partnering with the local government is an important 

part of their daily work. In their context of operation, it is particularly crucial to be able to 

unite community development efforts without superseding local authorities. A bank from 

Bangladesh expanded: 

“In our work, focused on market and business with growth potential, we assist 

the government in building a just, enlightened, healthy, democratic and 

poverty-free Bangladesh.” 

Another community focused bank from Dominican Republic further added: 

“We work together with local authorities to provide solutions to productive 

sectors and to Dominican families. We can help each other a lot. And we do.” 

One of the GABV banks from Palestine, where youth unemployment reaches 50% 

and start-ups suffer from the lack of early stage financing, partnered with the government to 

provide access to finance for aspiring entrepreneurs. The bank in cooperation with its partners 

launched a $10 million Ibtikar Fund aimed at supporting local early stage innovative ventures 

and enabling companies to grow and create returns to investors. The fund provides 

entrepreneurs with access to expertise from the experienced fund managers, information 
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technologies specialists and business mentors. The fund further supports its local community 

by creating employment opportunities for local young professionals and university graduates: 

“These investments are a validation of our work over the last two years, and a 

vote of confidence in our people and our partners.” 

Ibtikar Fund fills a critical gap in the Palestinian entrepreneurial eco system. In 

cooperation with the existing accelerators and with the full support of the state, it trains 

entrepreneurs to build sustainable businesses and develop self-sustaining strategies avoiding 

donor dependency. By ensuring access to the early stage seed funding, the GABV bank 

empowers local start-ups to move to further stages and compete locally and globally for angel 

and venture capital investments: 

“An important point that was discussed is around collaboration with different 

stakeholders, specifically local government. Independence is a key feature of 
our projects, and we raise funds from the community and do not accept funding 

from government or municipal sources. But we are exploring how we can 

harmonise our policy of independence with the recognition that collaboration 

between stakeholders is very important.” 

Another successful example was found at a GABV bank from Nigeria, a country with 

vibrant young population, a considerable number of which suffers from restricted access to 

educational opportunities limited by lack of available scholarships and state bursaries. To 

support the community in addressing this issue, local GABV bank has introduced a 

programme aimed at helping young people improve their financial and life situations, while 

continuing to pursue their education. The programme named Skills Acquisition Scheme allows 

participants to learn a craft of their choice. The training is available in the areas of information 

and computer technologies, fashion design, hairdressing, cosmetology, catering, event 

management, interior decoration, plumbing and other crafts. On top of it, the scheme provides 

them with access to training in entrepreneurship and encourages them to become business 

owners and create jobs for local population. Participants are required to make a number of 

commitments, including staying in the programme for at least six months. They also need to 

be active members of the scheme training for a period longer than six months to become 

eligible for start-up and consumer loans from the GABV bank: 

“We are giving local people a steppingstone to move on. The economy of this 

country relies on small scale businesses to grow. We can improve lives together 

and these matters.” 

The programme was developed in close cooperation with the Nigerian Directorate of 

Employment (NDE) and National Business and Technical Examinations Board (NABTEB), 
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which ensure formal certification for the graduates of training programs. Skills Acquisition 

Scheme has proven to be an effective initiative of Nigerian state and the GABV bank in 

enhancing the financial independence of young population. The bank’s representative shared 

that they highly value this partnership and consider it to have profound social impact in the 

communities they serve: 

“It is imperative for us that we give young people opportunity to move on 

because local economic growth depends on small and medium business. We are 

interested in getting these people out of the streets and empowering them to 

achieve their potential.” 

7.7 Collaborative Hiring and Socialising 

Findings from the GABV show that the relational organisations offer psychological 

contracts that emphasise a dyadic bond between the organisation and each employee 

(Morrison & Robinson, 1997) promising to attend to employees’ needs and expecting similar 

inclusiveness from them (De Meuse, Bergmann, & Lester, 2001). A psychological contract 

refers to employees’ understanding of an organisation’s perceived promises about its 

obligations towards the employees and expectations from them (Levinson, Price, Munden, 

Mandl, & Solley, 1962; Morrison & Robinson, 1997). The contract describes the relationships 

between employees and the organisation itself rather than individual organisational agents 

within it. Relational psychological contract promises employees a common bond with others 

working towards similar community development goals and collective contribution to the 

bigger purpose. Thus, a bank from the UK shared: 

“Our mutuality is at the heart of our work. We believe that co-operative 

relations with our co-workers are a better way to create a sustainable financial 

organisation, which will be able to help the local community flourish.” 

Another GABV member from Germany further commented on their employee 

relations: 

“Our social commitments also include our own people. We make sure that 

their emotional and mental needs are the focus of our activities.” 

A bank from Australia also added: 

“We pride ourselves on putting our members first and as a result we have one 

of the highest levels of member satisfaction in Australian banking.” 

Another great example of such approach is a GABV bank from Switzerland, which 

supports Hotel Marta, an organisation founded to provide employment for women with 
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learning difficulties and mental health issues. The bank feels connected to the organisation’s 

aims and was able to create an appropriately tailored finance package: 

“Hotel Marta is fairly typical of the type of social enterprise that we support 

with favourable lending terms. We channel money from investors, and only they 

decide the cause their money will finance.”  

The founders of the hotel trace their roots to a centre for women founded after the 

First World War, which was working towards relieving hunger and hardship. Nowadays, the 

Hotel engages primarily with issues of the social policy and supports the interests of women 

at work, in education and within the family setting. Management attributes the success of the 

organisation to the cooperation of the person who owns the property. She shared the vision of 

the founders and joined the project at an early stage: 

“We also set ourselves equal opportunity goals and combine them with 

transparent payment and promotion of part-time work and job share.” 

The hotel is run on a profitable financial model to secure the long-term resilience of 

the business and the jobs it provides to local women. Hotel Marta offers ten part-time positions 

for women with learning disabilities. The women receive an opportunity to hold a permanent 

job and simultaneously undergo training to be empowered to return to the labour market as 

fully qualified participants. The GABV bank has developed financial solution that allowed 

Hotel Marta to increase financial support through direct investments of lower-cost capital in 

the form of trust loans. Such an innovative approach also allowed creating a unique bond 

between money providers and borrowers with the common goal of offering empowering 

employment to excluded categories of market participants: 

“We have high share of female customers. It seems that our values appeal more 

powerfully to women.” 

The women employed at the Hotel Marta previously lived on the margins of society. 

With the help of the GABV bank, they have been given a chance to build the future everyone 

deserves. One of the GABV bank’s co-workers shared that on her multiple venue visits she 

was truly impressed by the hard work and dedication that women employed at the Hotel Marta 

show beyond their disabilities. By supporting organisations like Hotel Marta, the GABV bank 

fulfils its part of the psychological contact with its members, who are eager for supporting the 

community in which they operate and implementing ambitious social and ecological projects 

locally in cooperation with the community itself. 
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Other GreenSouth banks also made multiple comments on their strong commitment 

to collaborative hiring and socialising. Thus, a GABV member from Malaysia explained: 

“Our employees are our biggest asset. We value each employee’s unique 

contribution to the growth of the bank by creating a rewarding and healthy 

working environment in supporting both their professional as well as personal 

lives.” 

Another bank from Bangladesh confirmed: 

“Our mission is to keep a diverse, far flung team fully motivated and driven 

towards materialising the bank’s vision into reality.” 

7.8 Chapter Summary  

This chapter explained how sustainable banks, members of the GABV, address their 

liabilities to multiple principle stakeholders presented by their pluralistic organisational 

identity. Findings from this research suggest that sustainable banks adopt the relational 

stakeholder orientation in their relations with various stakeholder groups, which is evident 

from a combination of activities. Firstly, sustainable banks ensure wide but selective inclusion 

of the local communities guided by the common good needs their projects aim to fulfil. 

Secondly, sustainable banks effectively discover, prioritise and address the needs of the 

communities in which they are embedded through durable relations that they build with their 

selected partners. Thirdly, the GABV banks develop partnership based philanthropic 

initiatives aimed at providing durable support to selected community good causes. Fourthly, 

sustainable banks ensure power balance among their stakeholders and practice transparency 

and accountability towards their partners. Fifthly, the GABV banks establish collaborative 

relationship with their partners from local governments and complement state initiatives 

without replacing them. Finally, sustainable banks adopt collaborative hiring and socialisation 

and build partner relationships with their co-workers. Overall, a combination of these practices 

constitutes a relational identity orientation, which help the GABV banks simultaneously 

perform the ethical and the economic roles in the communities where they are embedded.
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CHAPTER 8 

DISCUSSION 

Sustainable Banking: Identity and Liabilities 

 

8.1 Introduction 

Organisational identity plurality leads to a diversity of perceptions on what are the 

central, enduring and distinct features of an organisation and what are its priority goals. In the 

previous chapters, it was demonstrated that organisational identity plurality poses unique 

challenges to the mission consistency within sustainable finance and banking organisations. 

Although the existing theories of the firm previously pointed to pluralistic identity 

organisations as promising vehicles for creation of both the community and the economic 

value (Sabeti, 2011), they also mentioned that these organisations face constant risk of a 

mission drift from the community welfare enhancement towards profit generation (Ebrahim 

et al., 2014; Jones, 2007; Weisbrod, 2004). It should be mentioned that previous studies did 

not exclusively attribute the risk of mission drift to pluralistic identity organisations, however, 

they emphasised its particular urgency to such enterprises for two main reasons. Firstly, 

organisations pursuing dual missions are dependent on commercially generated revenues in 

financing and sustaining their operations. Therefore, the possibility of commercial activities 

gaining priority over the community development initiatives is increased. Secondly, these 

organisations are likely to have stronger negative consequences of the mission drift compared 

to conventional commercial organisations, where delivering community benefit to their 

beneficiaries is not an essential part of the organisational mission.  

Pluralistic identity organisations face a unique challenge of finding a working balance 

between the economic and the ethical roles and generating substantial revenues without losing 

sight of their community development purpose. Pluralistic identity organisations further 

combine not only multiple divergent goals, but also interests of multiple stakeholder groups. 

Previous research suggested that it is a function of the organisational identity to articulate both 

for what an organisation is accountable and to whom it is accountable (Battilana & Dorado, 

2010; Glynn, 2000). This study of the GABV demonstrates that sustainable banks as pluralistic 
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identity organisations experience distinctive challenges associated with balancing the 

economic and the ethical goals. It further explains how sustainable banks address the liabilities 

for multiple goals, as well as the liabilities to multiple principle stakeholders stepping from 

their organisational identity plurality. 

Sustainable banks face pluralistic organisational identity challenges that have not been 

appropriately addressed by the existing theories of the firm. This study shows that they 

combine the economic and the ethical roles traditionally associated with the community 

development and the financial profitability goals. Consequently, they are bound to face 

challenges in simultaneously addressing the demands of their capital providers (depositors), 

who would be viewed as principal stakeholders under the economic role, and the needs of the 

beneficiaries of their community development initiatives, who would be treated as principal 

stakeholders under the ethical role. Nonetheless, contrary to the findings from previous studies 

(Mersland & Strøm, 2010), it was discovered that sustainable banks from the GABV are able 

to combine the two roles over time without drifting away from their community benefit goals 

towards financial gains. Findings from this research add important insights into the existing 

views of the role of the firm and specifically the attempts to find a balance between the 

economic and the ethical approach. Building on the hybrid identity organisation and the 

multiple identities organisation theories, this thesis presents a case of pluralistic identity 

organisations that sustainably combine multiple goals without causing a mission drift.  

8.2 Pluralistic Identity Organisations Theory of Sustainable Banks 

Previous attempts to synthesise the economic and the ethical approaches to the role of 

the firm predominantly focused on the conflictual aspect of the organisational identity 

multiplicity and excluded the possibility of organisations effectively combining the economic 

and the ethical goals without causing internal tensions. Findings from this research extend 

previous debates on the role of the firm and suggest a synthesised approach based on the idea 

of the organisational identity plurality. It builds on the hybrid organisational identity theory 

(Albert & Adams, 2002; Ashforth & Reingen, 2014; Glynn, 2000; Pratt & Rafaeli, 1997) and 

multiple organisational identities theory (Corley, 2004; Pratt & Foreman, 2000; Pratt & 

Kraatz, 2009; Sillince & Brown, 2009) to show how identity work can be employed to develop 

a coherent pluralistic identity and balance its economic and ethical aspects without causing an 

identity conflict or a mission drift.  

It should be noted that scholars within the multiple organisational identities theory 

discussed the possibility of the synergic relationship between dual organisational identities. 
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Nonetheless, little evidence has been provided on the means of achieving such synergy. 

Moreover, the multiple organisational identities approach treated dual identities as relatively 

independent and did not provide evidence of these identities being hybridised to achieve dual 

missions simultaneously. Therefore, this study extends both streams of research and provides 

a compelling case for the pluralistic conceptualisation of the organisational identity, which 

does not strictly adhere to either the hybrid organisational identity or multiple organisational 

identities theories, and advocates for combining their elements for a more accurate theorising. 

The main characteristics of the sustainable banking identity are summarised in Table 13.  

TABLE 13. MAIN FEATURES OF THE SUSTAINABLE BANKING IDENTITY 

CONCEPTUALISATION 

 Sustainable banking identity 

Number of identities one hybridised identity 

Relationship among identities complementary 

Link to organisational design ideographic structure 

Conceptual focus how organisational identities persist over time 

Source: Author (2019) 

 

Pluralistic identity of sustainable banks helps them find a balance between the 

economic and the ethical goals. Patvardhan et al. (2015) suggested that organisational identity 

serves to orient a collective understanding rather than anchor it. Process approach to 

organisational identity allows the GABV banks to achieve an “implicit consensus” (Nag et al., 

2007) on sustainable banking identity, which might or might not lead to greater convergence 

on shared meanings in time. The GABV members’ focus on coherence rather than consensus 

allows for greater latitude in interpretation of the sustainable banking identity. Such process 

thinking creates enabling conditions for the emergence of equifinal meanings and practices 

without imposing convergence on consensual identity of the Alliance members. In line with 

Gioia and Chittipeddi (1991) and Fligstein (1997), who advocated for identity ambiguity as 

an enabling condition for cooperation, findings from this study prove that the process approach 

empowers organisations to effectively cooperate on implicit consensus without demanding 

excess convergence among its members. Therefore, process approach to organisational 

identity allows the GABV members to construct “a tent big enough to accommodate a range 

of entities with diverse meanings and practices, but with enough commonalities that members 

see themselves (and have others see them) as belonging inside the tent” (Patvardhan et al., 
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2015). This finding is important for emerging collectives, which could benefit from a shared 

identity as an encompassing element with multiple meanings and paths aimed at similar ends. 

Achieving coherence around a broader meaning of sustainable banking provides the basis for 

developing a workable identity, which will suit a larger number of financial institutions all 

over the world.  

Findings from this study suggest that the GABV banks have been able to effectively 

reconcile the tensions between the economic and the ethical roles and address their liabilities 

for multiple goals through a set of identity work tactics, which included critiquing, 

contextualising and intervening. More specifically, these banks are involved in practicing 

detecting the shortcomings of the conventional banking model; distancing themselves from 

the unsustainable financial activities; historicising their banking approach in earlier practices 

of financial inclusion; localising their operations and adhering to the needs of local 

communities; cooperating with likeminded institutions within their sector and beyond; 

including groups of customers that have been previously excluded or underserved by 

conventional banking institutions; initiating change in the banking sector and empowering 

their customers to promote financial inclusion and community development. These identity 

work tactics allow sustainable banks to simultaneously address the community development 

and the financial resilience goals without causing mission drift. 

8.3 Stakeholder Theory of Sustainable Banks 

In addition to studying how sustainable banks perceive and manage their identity 

plurality, this thesis uncovered how they balance the economic and the ethical responsibilities 

towards their multiple stakeholders. The research employed the organisational identity 

orientation framework to analyse how the GABV members interact with different external 

constituencies representing both the economic and the ethical identities (see Ch. 5 for 

theoretical background overview). The synthesis of the stakeholder and the organisational 

identity theories embodied in the framework incorporated previous stakeholder orientation 

approaches (Brickson, 2007; Clarkson, 1991; Jones et al., 2007). This study further extends 

the existing identity theory of the firm, which was predominantly internally focused, and adds 

the external perspective by exploring the role of organisational identity in stakeholder relations 

expressed through the concept of organisational identity orientation. 

Findings from this research suggest that the relational identity orientation, which 

sustainable banks adopt in their stakeholder relations, remains consistent across diverse 

stakeholder groups. It was revealed that the relational stakeholder orientation of sustainable 
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banks consists of six interrelated elements: sufficient participation and inclusion of affected 

communities, full incorporation of local needs, philanthropic inclusiveness, transparency and 

power balance among stakeholders, governmental commitments and collaborative hiring and 

socialisation. Sustainable banks ensure a wide but nonetheless selective inclusion of local 

communities directly affected or concerned by their operations. They put further efforts to 

discover, prioritise and address the needs of communities in which they are embedded. In 

addition, sustainable banks practice inclusiveness in their initiatives and ensure that their 

projects are linked to long-term sustainable activities that lead to the well-being of 

beneficiaries. They work to ensure high standards of transparency and accountability of their 

projects. Furthermore, sustainable banks work with local governments on community 

development efforts and initiatives to effectively and timely complement their services and 

duties. Finally, they support the collaborative approach to hiring and socialisation to attract 

members committed to their aims and goals. 

Previous studies suggested that organisations with the relational stakeholder 

orientation are likely to build relationships based on cooperation and trust with selected 

counterparts (Brickson, 2000). Findings from the present research confirm those claims and 

propose that stakeholder relations of sustainable banks are characterised by strong dyadic ties, 

where strength is reflected through frequency of interaction, reciprocity, emotional intensity 

and intimacy (Granovetter, 1977). Consistent with previous research (Brass et al., 1998), this 

study confirms that relational organisations treat their selected partners with empathy. The 

stated goals of stakeholder relations among sustainable banks are focused on supporting 

partner organisations and fostering their development and prosperity. Findings from this 

research further confirm that sustainable banks are organisations highly invested in the welfare 

of their stakeholders and members of the communities in which they are embedded.  

To balance the ethical and the economic roles and avoid a mission drift, sustainable 

banks face the task of aligning interests of their investors and borrowers. Within the 

conventional banks governed by the economic perspective on the role of the firm, market 

exchange processes facilitate the alignment of the two sets of goals. Value is created for 

investors, when borrowers consume financial services offered by the bank. Only when 

borrowers consume their services will investors receive financial benefits. Conventional banks 

care to fulfil liabilities towards both the investors and the borrowers to avoid the risk of 

borrowers getting dissatisfied with the service and leaving for a competitor or investors 

withdrawing their capital. Therefore, the market serves as a powerful mechanism for aligning 

interests of the two principal stakeholder groups. Nonetheless, actors whose interests are not 
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fulfilled through market mechanisms, such as local communities, NGOs or local authorities, 

often remain unattended under the economic approach to the role of the firm. 

The ethical perspective, on the contrary, does not provide a mechanism of alignment 

similar to the market. In many instances, beneficiaries are heavily subsidised for the services 

they receive from NGOs. The discrepancy between those who pay for services and those who 

receive them creates potential misalignment of interests. The issue is further intensified in 

settings, where funds are provided by multiple actors with diverse interests (Ebrahim, 2010). 

Within the ethical perspective studies, such “multiple and competing audience pulls” 

(Lindenberg & Bryant, 2001: 218) have been referred to as creators of the multiple liabilities 

disorder in organisations. The interests of funders are protected by the same mechanisms as 

those of investors in organisations performing the economic role, where they can withdraw 

their funds should they find the performance unsatisfactory. Liabilities towards beneficiaries, 

however, appear to be the weaker link, despite organisations with the ethical standing serving 

the mission of creating value for them. Where beneficiaries find services unsatisfactory, their 

power to refuse the service is limited (Cooke & Kothari, 2001), with few, if any, available 

alternatives. Not surprisingly, research on the ways to increase the power of beneficiaries in 

the community development organisations has been gaining considerable traction within the 

organisational studies (Bonbright et al., 2009; Twersky et al., 2013). Nonetheless, the question 

of how to align the interests of the beneficiaries with those of the funders remains problematic 

even in the organisations that solely pursue the ethical role and more so in the pluralistic 

identity organisations. 

Findings from this study show that in order to sustain their liabilities towards multiple 

principle stakeholders, the GABV banks adopt the relational identity orientation. They put 

emphasis on building durable partnerships with counterparts that align with their mission and 

values. In relations with their selected partners, sustainable banks monitor whether their 

activities are reaching the right set of beneficiaries and whether their beneficiaries are provided 

with a valid exit option (Ebrahim et al., 2014). A valid exit option becomes available to the 

beneficiaries of GreenNorth and GreenSouth banks when particular group of beneficiaries 

constitutes a significant part of the bank’s market so that their exit would substantially affect 

revenues and when their activities are explicitly tied to serving the particular group of 

beneficiaries. Even when the first of the conditions is fulfilled, beneficiaries may remain 

captive to the organisation in underserved markets due to the lack of meaningful alternatives. 

Therefore, fulfilment of the second condition becomes essential to restrain sustainable banks 

from putting financial goals above the wellbeing of their beneficiaries. Both GreenNorth and 
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GreenSouth banks segment their markets in order to prioritise those beneficiaries, who they 

perceive as the most crucial to their community development mission. GreenSouth 

organisations usually do it in the form of geographical specialisation by limiting their 

operations to particular communities in rural and remote areas. GreenNorth banks often 

incorporate credit cooperative or building society form to achieve the higher levels of 

engagement with their beneficiaries and to better serve their well-being. 

The relevance of the relational identity orientation for the GABV banks could be 

further explained based on the seminal distinction between Gemeinschaft (community) and 

Gesellschaft (society), identified by Tönnies (1887). Communities differ from larger and more 

impersonal forms of relationship such as society. As a result of living in the same geographic 

location, members of a community share some parts of their identity, expectations and 

interests (Marquis & Battilana, 2009). This creates relative boundedness (Calhoun, 2001) and 

facilitates the creation of symbiotic relationships between local organisations and the 

community in which they are embedded. Jack and Anderson (2002) suggested that 

embeddedness allows organisations to become part of the local structure and to access as well 

as contribute to local resources and opportunities. The authors highlighted the importance of 

embedding as a means of “anchoring” the organisation in the local context. This allows them 

access to knowledge regarding local needs, achieve greater credibility and tailor processes 

necessary to carry out their activities.  

Embeddedness in local communities enhances the ability of sustainable banks to 

empower local communities and facilitate development (Peredo & Chrisman, 2006). 

Relational stakeholder orientation of the GABV banks reflects their focus on embeddedness 

in communities in which they operate. It also allows for substantial differences in the strength 

and intensity of such embeddedness. Some banks, especially the ones that are member-owned 

in the form of credit cooperatives, rely on deep connections within the communities they 

represent and serve. Other GABV members prioritise partnerships that have broader social 

and geographical reach. Nonetheless, driven by their ethical role in society, they all practise 

the relational approach, which allows for greater community focus than other types of 

organisational identity orientations (Brickson, 2008). 

Relational organisational identity orientation supports sustainable banks in fulfilling 

their liabilities to multiple principle stakeholders. This is consistent with earlier findings from 

Brickson (2000), who claimed that organisations that activate a relational identity orientation 

are better positioned to both minimise the disadvantages and maximise the advantages of 

stakeholder diversity. Greater commitment and empathy developed through the relational 
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approach can reduce tensions and help organisations reach what Thomas and Ely (1996) 

named the “third paradigm of diversity management”. Organisations that reach this stage truly 

benefit from diversity, because the context enables multiple groups of principle stakeholders 

to contribute to different perspectives and insights. The relational approach adopted by the 

GABV banks is characterised by greater openness to claims from multiple principle 

stakeholders. Even though the relational stakeholder orientation should not be expected to 

resolve all tensions in the process of managing diverse stakeholder claims in pluralistic 

identity organisations, one could claim it provides organisations with a more effective 

approach to treating this diversity.  

In the early nineteenth century, Mary Parker Follett suggested that organisations 

struggling to integrate multiplicity and diversity should not count the number of conflicts but, 

instead, their nature and the ways they are handled. When organisations acknowledge 

liabilities towards multiple stakeholder groups, accept diversity of perspectives and look for 

solutions through the relational identity orientation, the banking on values promise is more 

likely to be fulfilled. 

8.4 Chapter Summary 

A growing stream of research examines the conditions under which pluralistic identity 

organisations can sustain their mission duality over time (Battilana & Dorado, 2010; Ebrahim 

et al., 2014; Pache & Santos, 2013). These studies have identified organisational features, 

processes and behaviours that support maintenance versus disruption of the organisational 

identity plurality. Nonetheless, previous studies have not systematically examined the role of 

organisational identity in maintaining goals plurality (Mair et al., 2015). This research gap 

seems particularly urgent as organisational identity assumes a critical role in surfacing and 

reconciling potentially competing goals and expectations of divergent stakeholder groups 

(Ebrahim, 2010).  

This thesis aimed to fill this gap by theorising about the pluralistic organisational 

identity of sustainable banks, exploring the challenges they face in attending to multiple 

demands and opportunities arising from the simultaneous pursuit of the economic and the 

ethical goals. It was proposed that the role of organisational identity in avoiding mission drift 

and maintaining the hybridity involves the process approach to identity construction and 

maintenance and relational identity orientation in stakeholder relations. It was further argued 

that, in considering these two dimensions, it is necessary to distinguish between the liabilities 

for multiple goals and liabilities to multiple principle stakeholders. The next chapter (Ch. 9) 
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will provide detailed summary of research contributions, managerial and policy implications, 

limitations and future research directions.  

This research shows that the pluralistic organisational identity approach allows 

sustainable banks to combine the economic and the ethical goals in a complementary, 

integrated way. Moreover, this study shows that the sustainable banking identity persists over 

time without intensifying internal tensions between the dual sets of goals and without causing 

a mission drift. This focus is novel to the various pluralistic organisational identity debates 

that have provided evidence for pluralistic identities being infused at the foundation of an 

organisation or being developed because of a traumatic event, such as a merger or downsizing, 

but have not considered the possibility of pluralistic identities being consciously constructed 

by organisations through their identity work. 

The process approach to their organisational identity work helps sustainable banks 

maintain and express their individuality (Pickett & Brewer, 2001; Elsbach, 2003), yet also 

belong to something greater than themselves (Ashforth & Reingen, 2014; Dutton, Dukerich, 

& Harquail, 1994), such as the GABV movement. Understanding the role of the process view 

of organisational identity is important for sustaining and growing the GABV movement. It 

helps member organisations to avoid identity imbalance, over-identification with the Alliance 

and unhealthy comparisons with fellow members (Ashforth & Reingen, 2014). By adhering 

to the shared identity work practices, the GABV banks construct and maintain shared 

understandings of what constitutes a sustainable bank without losing their distinctiveness and 

individuality. 
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CHAPTER 9 

CONCLUSION 

Sustainable Banking: Identity and Liabilities 

 

9.1 Introduction 

This thesis set out to explore to what extent sustainable banks approach the identity 

plurality stepping from the simultaneous pursuit of the community development and the 

market profitability goals. It further aimed to explore which challenges and liabilities are posed 

by the combination of the economic and the ethical goals and how they could be resolved. 

Drawing from the existing theories of the firm, the researcher asked, “How do sustainable 

banks perceive and resolve the challenges of organisational identity plurality?” Using the 

GABV as the empirical setting, challenges of the simultaneous pursuit of the economic and 

the ethical role were explored and the attempt to synthesise the two views on the role of the 

firm was made. The analysis consisted of three empirical chapters that employed qualitative 

research methods: Chapter 5 revealed how sustainable banks experience the identity plurality 

and discussed which associated challenges and liabilities they face, Chapter 6 introduced the 

identity work tactics they employ to resolve their goals duality, and finally, Chapter 7 

examined the identity orientation sustainable banks take towards their stakeholders. In this 

chapter, a summary of research findings is presented and their contribution to the current state 

of research on the role of the firm is discussed. The chapter concludes with a summary of 

managerial implications and policy implications of this thesis and provides suggestions for 

future research in this area. 

9.2 Research Summary 

This thesis studied the phenomenon of sustainable banks as organisations that 

simultaneously perform the economic and the ethical role. Featuring the Global Alliance for 

Banking on Values (GABV), it explored how these organisations combine the community 

development and the financial goals without causing a mission drift. Previous literature 

suggested that firms, which combine the economic and the ethical goals experience the 
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organisational identity plurality. The existing studies further claimed that pluralistic identity 

organisations face competing identity demands, which affect their organisational structures, 

processes and meanings and might cause a mission drift. However, little knowledge existed 

on the ways organisations experience the identity plurality and the challenges and liabilities it 

creates. 

Findings from this study demonstrated that sustainable banks experience identity 

plurality as a result of combining the ethical and the economic roles. These organisations 

describe themselves as simultaneously the economic and the ethical actors and acknowledge 

that such identity duality creates a number of unique challenges and liabilities. It was found 

that the GABV members perceive both the community development and the financial 

resilience goals as indispensable and demonstrate strong awareness of their organisational 

identity plurality. Specifically, the study revealed that the organisational identity plurality 

poses regulatory, governance, stakeholders relations project assessment challenges to 

sustainable finance and banking organisations. 

Through a qualitative case study of the GABV, this research further discovered that 

challenges of identity plurality experienced by sustainable banks form two sets of liabilities, 

which should be resolved in order to combine the economic and the ethical roles: liabilities 

for multiple goals and liabilities to multiple principle stakeholders. Findings suggested that 

sustainable banks resolve their liabilities for multiple goals through identity work, which 

includes such tactics as critiquing, contextualising and intervening. Sustainable banks further 

settle their liabilities to multiple principle stakeholders through the relational identity 

orientation expressed through the inclusion of affected communities, full incorporation of 

local needs, philanthropic inclusiveness, transparency and power balance among stakeholders, 

governmental commitments and collaborative hiring as well as socialisation. 

This thesis, therefore, contributes to the existing theories of the firm and to the 

precious attempts to synthesise the economic and the ethical perspectives on the role of the 

firm. It extends current theoretical understandings of the pluralistic identity organisations that 

combine the economic and the ethical goals at their core. Moreover, it contributes to earlier 

conceptualisations of the hybrid identity organisations and the multiple identities 

organisations and supports the development of the pluralistic identity organisation theory. This 

study shows to which extent the identity plurality is experienced by sustainable finance and 

banking organisations, what are the liabilities of organisational identity plurality and how 

sustainable banks resolve these liabilities. 

 



 

206                                                                                                                    CONCLUSION 

9.3 Research Insights 

Through a qualitative case study of the GABV, this thesis explored how sustainable 

banks approach the organisational identity plurality stepping from the simultaneous pursuit of 

the community development and the banking goals. It was discovered that sustainable banks 

experience identity plurality due to their genuine commitment to the economic and the ethical 

roles that they view as the core of their organisational identity. Findings from this study 

indicated that the organisational identity plurality in sustainable banks affects their 

organisational structures, board governance, stakeholder relations and practice application 

(see Chapter 5). Firstly, it was found that the GABV banks face regulatory challenges, as they 

do not fit into any established business form categories and strive to innovate continuously to 

deliver stronger profitability and faster community development. Secondly, in terms of 

governance, sustainable banks work to ensure representation of stakeholders at their boards 

and high professionalism of their board committees at the same time. Thirdly, sustainable 

banks aim to address the needs of diverse stakeholders and community members, which 

require innovative communication, representation and community involvement techniques. 

Finally, the GABV banks emphasise the importance of the thorough assessment of their 

projects, which need to be financially viable and create tangible community benefit to satisfy 

their screening criteria. In order to combine the economic and the ethical roles, sustainable 

banks address and resolve these challenges of identity plurality. 

Through an abductive process of linking research findings to the previous literature, 

the researcher proposed that the challenges of the organisational identity plurality experienced 

by sustainable banks could be divided into liabilities for multiple goals and liabilities to 

multiple principle stakeholders. Data analysis suggested that the GABV banks address their 

liabilities for multiple goals through identity work, which includes three sets of tactics, namely 

critiquing, contextualising and intervening (see Chapter 6). Sustainable banks within the 

GABV practice detecting the shortcomings of the conventional banking model; distancing 

themselves from the unsustainable financial activities; historicising their banking approach in 

earlier practices of financial inclusion; localising their operations and adhering to the needs of 

local communities; cooperating with likeminded institutions within their sector and beyond; 

including groups of customers that have been previously excluded or underserved by 

conventional banking institutions; initiating change in the banking sector and empowering 

their customers to promote financial inclusion and community development.  

It was further discovered that the GABV banks approach their identity plurality 

liabilities to multiple principle stakeholders through the relational identity orientation 
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expressed in such behaviours as inclusion of affected communities, full incorporation of local 

needs, philanthropic inclusiveness, transparency and power balance among stakeholders, 

governmental commitments and collaborative hiring as well as socialisation (see Chapter 7). 

First, it was discovered that the sustainable banks tend to ensure wide, but selective inclusion 

of local communities affected by their operations, based on the particular needs their projects 

aim to satisfy. Second, through building strong relations with selected partners, the GABV 

banks develop a superior approach to discovering, prioritising and addressing the needs of 

communities in which they are embedded. Third, sustainable banks apply a similar relational 

approach to their philanthropic initiatives, which substantially differs from the “philanthropic 

selectivism” discussed and criticised by previous literature. Fourth, the GABV banks develop 

innovative approaches to sustaining power balance among their stakeholders and ensuring 

transparency and accountability towards their relational partners. Fifth, the GABV banks 

practice similar relational attitudes in their governmental relations by complementing 

governmental efforts and commitments without replacing them. Finally, sustainable banks 

practice the collaborative approach to hiring and socialisation in order to build similar 

partnership relations with their co-workers.  

9.4 Theoretical Contributions 

This study extends current debates on the role of the firm and provides solid basis for 

synthesising the economic and the ethical perspectives. The existing multiple organisational 

identities theory (Albert & Whetten, 1985; Corley, 2004; Fiol, 1991; Pratt & Foreman, 2000; 

Pratt & Kraatz, 2009; Sillince & Brown, 2009) and hybrid organisational identities theory 

(Albert & Whetten, 1985; Battilana & Dorado, 2010; Foreman & Whetten, 2002) highlighted 

the internal and external tensions faced by organisations as a result of pursuing multiple roles. 

Nonetheless, they provided little knowledge on how the organisational identity plurality is 

experienced by organisations and which challenges and liabilities it creates. Pratt (2016) made 

a first step in bridging the two perspectives by suggesting that, despite the varying assumptions 

on the number of organisational identities and the relationships among them, future research 

will benefit from combining the hybrid and the multiple identities organisation 

conceptualisations in some fashion. This study proposed synthesising the hybrid identity 

organisation theory and the multiple identities organisation theory based on the substantial 

conceptual similarities identified and discussed in Chapter 3. It used the pluralistic identity 

organisation theory lenses to explore how the organisational identity plurality is experienced 
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by sustainable finance and banking organisations, which challenges and liabilities it possesses 

and how they can be resolved.  

The existing theories of the firm provided valuable insights on the firms that combine 

the economic and the ethical roles (Battilana & Dorado, 2010; Besharov & Smith, 2014; 

Canales, 2013; Pache & Santos, 2013), however, they have not sufficiently explored the effect 

of such roles plurality on the organisational identity. Battilana (2018) further suggested that 

empirical research on the organisational identity theory remains under explored and 

underdeveloped. This study responds to these calls and contributes to the multiple 

organisational identity theory and the hybrid organisational identities theory by uncovering 

that sustainable finance and banking organisations, which adhere to the community 

development and the financial resilience goals, face challenges and liabilities of the 

organisational identity plurality. It reveals that the ethical and the economic roles embraced 

by sustainable banks present them with liabilities for multiple goals and liabilities to multiple 

principle stakeholder groups. The research further contributes to the existing theories of the 

firm by exploring how sustainable finance and banking organisations resolve these challenges 

and liabilities through the identity work. Following the process view of organisational identity 

(Corley et al., 2006; Czarniawska-Joerges, 1994; Gioia et al., 2010; Lerpold et al., 2012), it 

explains how sustainable banks resolve the existing challenges of the organisational identity 

plurality through the combination of critiquing, contextualising and intervening identity work 

tactics. Following Schultz et al. (2012), this thesis proposes that putting the process approach 

at the basis of the organisational identity research does not undermine the existence of identity 

content, but shifts emphasis to the processes involved in the constitution of organisational 

identity, which is particularly useful in case of pluralistic identity organisations.  

In addition, this study contributes to the stakeholder theory of the firm and suggests 

that sustainable finance and banking organisations resolve their liabilities to multiple principle 

stakeholders through the relational organisational identity orientation (Brickson, 2005; 2007). 

The existing theory developed approaches to stakeholder engagement as a way of expressing 

organisational identity (Berrone et al., 2007; Brickson, 2005, 2007) and accessing aspects of 

institutional logics embedded in an organisation (Jamali, 2008). Previous studies within the 

stakeholder theory discussed multiple factors, which affect the organisational behaviour 

towards counterparts, including the organisational purpose, stakeholder identification and 

salience, performance evaluation and boundaries between the organisation and its stakeholders 

(Margolis & Walsh, 2003). Nonetheless, with the exception of Brickson (2005; 2007) little 

attention has been paid to the role of identity in organisational stakeholder relations. This 
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research built on findings from Brickson (2005; 2007) and applied the organisational identity 

orientation lenses to the study of sustainable banks. Findings from this study reveal that these 

pluralistic identity organisations resolve their liabilities to multiple principle stakeholder 

groups through the relational identity orientation expressed in the inclusion of affected 

communities, full incorporation of local needs, philanthropic inclusiveness, transparency and 

power balance among stakeholders, governmental commitments and collaborative hiring and 

socialisation. 

Finally, this thesis complements the existing theory of sustainable finance and 

banking. Previous scholarship discussed concepts of sustainable finance and banking focusing 

predominantly on the environmental or the social aspects (Bouma, Jeucken & Klinkers, 2001; 

Cherneva, 2012). With the exception of Weber and Remer (2011), little comprehensive 

understanding has been developed to reveal how these organisations combine the economic 

and the ethical roles in society without causing a mission drift. This study generated new 

insights on how sustainable banks experience the organisational identity plurality, explored 

the challenges and liabilities they experience due to the simultaneous pursuit of the economic 

and the ethical goals and explained how they resolve these challenges and liabilities through 

identity work. This thesis, therefore, extends current understandings of the role of the firm and 

suggests that the economic and the ethical roles could be sustainable combined through the 

pluralistic organisational identity approach. Nevertheless, the need remains for more empirical 

and conceptual work on the wider organisational conditions necessary for pluralistic identity 

organisations to maintain their roles plurality without causing a mission drift.  

An additional contribution of this thesis is methodological. Although pluralistic 

identity organisations have been a focus of many studies in the recent years, the present 

research is the first of which the researcher is aware to systematically follow a large cohort of 

pluralistic identity organisations over time. Moreover, all the organisations featured in this 

study were members of the Global Alliance for Banking on Values, united by the shared 

mission, vision, values and identity. Therefore, this large population of organisations could 

have been approached by the researcher as a single case study, with access being received and 

unique data collected. The majority of previous studies on organisations that combine the 

economic and the ethical roles have been undertaken as in-depth single case studies that 

showcased highly particular narratives within a narrow setting. While admitting that smaller 

research focus allows for collecting rich qualitative data, which is harder to achieve on larger 

organisations, the methodology employed in this study of sustainable finance and banking 

organisations attempted to avoid some of the potential shortcomings of reductionism. The 
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richness of the research on pluralistic identity organisations will continue to require 

methodological variety and will benefit from studies that provide evidence confirmed by 

larger groups of organisations governed by pluralistic organisational identities. 

9.5 Managerial Implications 

Three of the most salient managerial implications of this thesis should be pointed out. 

First, findings suggest that sustainable combination of the economic and the ethical roles of 

the firm could be achieved through close attention to two sets of organisational liabilities: 

liabilities for multiple goals and liabilities to multiple stakeholders. Given the current 

unsustainable state of the global financial system, banks and banking cooperatives face 

constant challenges of creating both profit and value. However, as witnessed in the Global 

Alliance for Banking on Values, accepting liabilities for the community development and for 

the financial profitability can successfully co-exist and deliver fruitful results. For the GABV 

banks, the focus on three sets of identity work tactics allowed them to simultaneously keep 

attention at both roles and avoid a mission drift. The lesson here for managers is to consider 

how an organisation might go beyond the profitability concerns to embrace the community 

development challenges that have proven to sustainably co-exist in fellow organisations. 

Although it is unlikely that the community benefit will completely overrule the financial logic 

of the conventional financial institutions, adopting certain identity work tactics discussed in 

this thesis may provide High Street banks with valuable instruments for making their business 

more sustainable over time. 

Second, there is an important implication of the present thesis about how to manage 

organisational stakeholder relation and prioritise claims from multiple groups perceived by an 

organisation as core and undeniable. It was discovered that sustainable banks tend to adopt 

what stakeholder theory described as a relational identity orientation in their stakeholder 

relations. The study provides a detailed outlook of the particular expressions of this relational 

approach observed in the GABV banks and suggests that the relational standing plays a crucial 

role in mitigating liabilities to multiple principle stakeholder groups derived from the 

simultaneous pursuit of the community development and the financial goals. Thus, the GABV 

example provides a cautionary tale for managers interested in adopting a more sustainable 

development path: ensuring a wide but nonetheless selective inclusion of interested parties to 

ensure durable partnerships based on mutual trust, transparency and accountability. Selectivity 

of the GABV banks in their stakeholder relations is always driven by the needs of the 
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communities, in which they are embedded, connections to the interested parties and 

availability of resources.  

Finally, findings from this research make very clear that organisational identity is an 

important mechanism by which values are translated to internal and external audiences, who 

can support organisations in achieving their goals. The success and rapid growth of the GABV 

verifies that the community development and the financial resilience goals are not mutually 

exclusive and can sustainably co-exist within organisations. Like the sustainable banking 

community, other innovators may hold valuable insights about where to seek simultaneous 

profit and community benefit or may serve as bellwethers who can indicate when the 

simultaneous pursuit of these goals is plausible and possible. 

9.6 Policy Implications 

The existing debates on the role of the firm infer that organisations are increasingly 

taking a political responsibility and performing governmental tasks. Some scholars attributed 

substantial political responsibilities to corporate actors (Schneider & Scherer, 2015), such as 

contribution to provision of public goods, protection of human rights and engagement in 

corporate self-regulation and self-restrain. It was also argued that organisational participation 

in public policy should be democratically legitimated by incorporating democratic practices 

into corporate governance (Ibid). Other scholars (Loughlin et al., 2013) advocated for a 

subsidiarity-based approach to political responsibilities of the firm. Their proposed that 

organisations have political co-responsibilities in society, while state actors retain the main 

responsibilities and develop governance structures that allow organisations to take political 

responsibilities (Assländer & Curbach, 2017). Findings from this study suggest that 

sustainable banks take relational approach to their government relations and act as subsidiarity 

actors who have political co-responsibilities in society (Tempels et all., 2017). This thesis, 

therefore, contributes to discussions around the scope of political responsibilities of the firm 

and the scale of organisational interactions with national governments. 

Findings from this study suggest that, even though sustainable banks occasionally get 

involved in the provision of public goods and the protection of human rights, guided by their 

relational approach to stakeholder relations they aim to contribute to the community 

development goals without substituting the state function. They also actively engage with the 

governance initiatives like the UN Global Compact, the UN’s Sustainable Development 

Goals, UNEP FI, roundtable meetings and multi-stakeholder alliances. Therefore, it could be 

claimed that sustainable banks understand political responsibilities as shared responsibilities 
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that require both the firm and the state to cooperate in addressing societal challenges. The 

relational identity orientation of sustainable banks creates a solid basis for supporting local 

governments in creating institutional frameworks, including higher public institutions, for 

fostering the community development. 

Moreover, findings from this research provide reasons to rethink what in practice can 

be expected of firms in addressing community development challenges. The relational identity 

orientation of sustainable banks empowers them to take a more hands-on approach to 

remedying community problems through creating workable partnerships with local 

governments based on their identity, mission and values. It further orients these pluralistic 

identity organisations towards public–private initiatives with other actors (e.g. multi-

stakeholder alliances) for collectively action. In addition, the relational identity orientation of 

sustainable banks encourages them to engage with other actors to create public institutions for 

situations that require voluntarily or coercive coordination. Findings from this study further 

imply that sustainable banks not only develop their private initiatives, but also support local 

authorities in developing governance schemes, which would allow for fair and effective 

organisational engagement. Moreover, the GABV members assist local governments that lack 

the capacity to effectively address the community development problems and build 

partnership links with other actors, whose involvement might be beneficiary. At the same time, 

in such partnerships local governments remain the primary responsible actors for initiatives 

that require coercion and for a fair allocation of public goods.  

Building on the findings from this thesis, local governments could devote additional 

efforts to develop guidelines that would encourage, stimulate and support firms in contributing 

to the welfare of communities in which they are embedded. In addition, more nuanced and 

balanced legislation should be proposed to support further development of private-public 

partnerships based on the relational identity orientation approach. A combination of such 

efforts and close attention to cooperation with organisations that willingly contribute to 

developing their local communities could help address structural injustices and ensure better 

provision of public goods and services. 

9.7 Limitations and Suggestions for Future Research 

This thesis focused on the sustainable banking identity as a case of the pluralistic 

organisational identity determined by the simultaneous pursuit of the economic and the ethical 

roles of the firm. This research provided some insights into how sustainable banks manage to 

fulfil their liabilities for multiple goals and liabilities to multiple principle stakeholders 
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stepping from the combination of the economic and the ethical roles without causing a mission 

drift. It featured the role of organisational identity and called attention to organisational 

identity work and organisational identity orientation in achieving these challenging goals. 

Nonetheless, more research is required to explore other organisational features and processes 

that could support or constrain the organisational identity plurality. Moreover, this thesis 

exclusively focused on the organisational identity within pluralistic identity organisations 

following the suggestion of Pratt (2016: 107), who claimed that “hybrid organisational 

identities should not be confused with hybrid organisations or hybrid organising, which are 

broader concepts referring to organisations that combine identities, forms and/or or 

institutional logics to create a new type of organisation.” Future research will need to explore 

the relationships between these concepts and their role in sustaining pluralistic organisational 

identities over time. 

Future research will need to explore whether the pluralistic organisational identity 

framework could help bridge knowledge gaps and generate insights in other organisational 

settings. It should further study which additional organisational features of pluralistic identity 

organisations can contribute to mitigating the complexity associated with the simultaneous 

pursuit of the economic and the ethical roles of the firm. Future research might broaden focus 

from pluralistic identity organisations as the level of analysis and adopt an institutional view 

to explore how pluralistic identities organisations could be supported on the institutional level. 

Sustainable banks that simultaneously pursue the economic and ethical roles in society are 

profoundly shaped by challenges and liabilities arising from their aims to remain financial 

viable and to advance the lives of the communities in which they are embedded. This makes 

them perfectly suited for exploring how organisations experience the identity plurality, which 

challenges it causes and how they can be resolved. Continued inquiries about pluralistic 

identity organisations will substantially advance our current understanding of the ways to 

bring together business, the society and the environment and will help establish connections 

between the academic knowledge about the conventional organisations and the pluralistic 

identity organisations. 

9.8 Conclusion 

This thesis moved forward from discussing whether the economic and the ethical 

goals could co-exist within organisations to exploring how they could be combined without 

causing a mission drift. It researched sustainable finance and banking organisations that have 

long been involved in pursuing the community development mission, while simultaneously 



 

214                                                                                                                    CONCLUSION 

engaging in commercial activities to finance their operations. Although certain elements of 

pluralistic identity organisations associated with the GABV banks might always remain niche 

and non-appealing for mainstream banking, findings from this study suggest that firms have 

the ability to combine the financial and the community development goals. Similarly, this 

thesis has been a source of personal discovery and motivation. While the researcher believes 

that this work makes several contributions to the role of the firm debates, she is most excited 

about the broader research program that it has inspired. The process of writing this thesis 

introduced the researcher to many research tools and approaches that she will take with her as 

she embarks on her own path of academic exploration.  
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Sustainable Banking: Identity and Liabilities 

Appendix 1 

List of the GABV member banks (2019) 
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Appendix 2 

The GABV Banking on Values Principles 
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Appendix 3 

Pilot Study Questions 
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Appendix 4 

Interview protocol 

Interview questions for the PhD study on the Global Alliance for Banking on Values 

(GABV) 

Interviewer: __________________________  Location: ___________________________ 

Identifier #: ______________________           Date / Time: ________________________ 

 

1. Name of the GABV member: 

2. Name of participant: 

3. Job title: 
4. Form of the organisation: 

General introduction and interview rationale 

Thank you for taking the time to speak with me. I am a doctoral researcher at the 
University of Edinburgh Business School. I am conducting research that focuses on 

understanding sustainable banking and finance and specifically the Global Alliance for 

Banking on Values. To do this, I am interviewing people who are involved with the GABV 

and its member banks.  

I want to assure you that your responses will be confidential. Your name, any other 

names you mention and your organisation’s name will not be disclosed to anyone; there will 

not be any information reported that could identify you. I will report the findings anonymously 
and as an aggregate. Your participation is voluntary and if you wish, you can withdraw at any 

point. You can also choose not to respond to any question. The duration of the interview will 

be approximately 45 minutes to one hour.  

If you agree to participate, we can proceed with the interview. [Pause, proceed after 

receiving verbal consent]. 

Participant Background Information 

1. What roles and responsibilities have you had over the course of your career related to 
sustainable finance and banking? [Probes: In what organisations? For how long? Ask for some 

specifics.] 

2. What is role within the GABV? How long have you been working with the Alliance? 

3. What was your motivation to join a GABV bank? 

4. How would you describe your knowledge or understanding of sustainable banking? [Probes: 

Would you describe it as professional? If not, how deep is your knowledge?] 

Sustainable Banking Identity 

5. What would you name as the core characteristics that make your organisation a “sustainable 

bank”? [Probe: Ask about specific organisational traits or actions.] 

6. How would you describe the community, which your organisation serves? [Probe: Who is 

your typical client? Ask for specific examples.] 
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7. In your view, what are the success factors and competitive advantages of your bank? [Probe: 

How is your organisation different from others? What do you do differently or better?] 

8. In your experience, what kind of projects have your organisation financed? [Probe: Ask for 

examples from specific projects.] 

9. In your opinion, what are the most significant challenges faced by sustainable banks? 

[Probe: how would you compare sustainable finance market to the conventional one?] 

10. What lessons would you like to learn from other GABV banks? [Probe: Ask for examples] 

11. Have you heard of any other sustainable banks outside the GABV? Do you collaborate 

with them? [Probe: ask for specific names and examples.] 

12. In your perception, could sustainable finance become mainstream? [Probe: if they foresee 

challenges, ask why they exist and whether and how they can be revolved.] 

13. How do you see the future of sustainable finance and banking? [Probe: if they expect any 

changes, ask why are they necessary and how likely they are to happen.] 

Sustainable Banking Identity Orientation 

When answering these questions, please think about your bank in terms of those 
qualities that are the most central (defining), distinctive (distinguishable from other 

organisations) and enduring (long-term). Think about your bank as a whole and not in terms 

of specific individuals or departments. Also, please answer in terms of how your bank is rather 

than as how you would ideally like it to be. 

14. Please complete the sentence: “My organisation is___” ten times however you think is 

most appropriate. Please, give me more details about your answers. 

15. Please tell me about real or hypothetical event that was or would be troubling to your bank 

as a sustainable organisation.  

16. In your perception, why was or would this event be troubling to your bank? 

17. If your bank was a person, please describe him or her. 

18. What do you think is the most accurate motto of your bank? 

Those are all the questions that I have. Is there anything else you would like to tell me about 

the GABV? 

Do you have any questions for me? 

Can I follow up if I have any additional questions? 

Thank you for your time and participation in my study. 

(Source: Author) 
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Appendix 5 

GABV Governing Board Forum Meeting Denmark (2015) 
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Appendix 6 

GABV Governing Board Forum Meeting Nepal (2017) 

 

 


