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Abstract—In this study, we develop a performance evaluation
model based on a multi-attribute utility approach aiming at reaching
the sustainable banking (SB) status. This model is built accounting
for various banks’ stakeholders in a win-win paradigm. In addition, it
offers the opportunity for adopting a global measure of performance
as an indication of a bank’s sustainability degree. This measure is
referred to as banking sustainability performance index (BSPI). This
index may constitute a basis for ranking banks. Moreover, it may
constitute a bridge between the assessment types of financial and
extra-financial rating agencies. A real application is performed on
three French banks.
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|. INTRODUCTION

OSTERIOR to the recent crises, it became almost a

consensus that conventional banking should experience
major restructuring. Many researchers and practitioners argue
that sustainable banking should rather be substituted by
sustainable banking (SB). While various tentative definitions
are attempted, [1] offer a somewhat exhaustive definition of
SB.

However, all traditional performance evaluation systems in
the banking sector are rather compatible with the conventional
banking concept in which the maximization of the shareholder
value is the main if not the only concern of the evaluation
process. The main objective of this paper is to develop a
performance evaluation model keeping track of being a SB.
Based on various marginal single attribute utility functions
(SAUF), we build a multi-attribute utility function (MAUF)
expressing the degree of sustainability of a bank. This MAUF
is built while accounting for the various banks’ stakeholders
through a win-win paradigm rather than just exclusively
focusing on shareholders’ value. Furthermore, our
performance evaluation model would yield an aggregate
performance score referred to as the banking sustainability
performance index, BSPI. This index reflects the degree of
sustainability of a bank for which, the higher the BSPI the
higher the bank sustainability.
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Il. THE MODEL

We start by identifying the main stakeholders of a bank.
Then, we suggest a list of criteria and sub-criteria for the
assessment of the sustainability performance with respect to
each stakeholder. Later, we develop a utility function for each
sub-criterion used by each stakeholder. Next, we combine
these utility functions to obtain a multi-attribute utility
function for each criterion. Further, each of these utility
functions will play the role of the marginal utility function for
the assessment of the multi-attribute utility function of the
relevant stakeholder. This function provides a score reflecting
the bank performance at the stakeholder level. Finally, we
aggregate all the stakeholders’ utility functions into a global
utility function. This aggregate function provides an aggregate
score indicating the sustainability performance of the bank
under consideration. This score is the suggested BSPI index.
The remaining of the section deals with the details of selecting
stakeholders, criteria and sub-criteria as well as embedding
them into utility functions.

A. Involved Stakeholders

As we have already pointed out, one among the previously
discussed main keys to improve a bank’s sustainability is to
consider and protect the interests of all the main stakeholders.
Even if these interests are conflicting, a reasonable tradeoff is
required. To appraise the degree of sustainability of a given
bank, we first need to closely identify the appropriate
stakeholders. According to the related literature, the concept
of stakeholders goes back to the definition given by [2].
Stakeholders of a given company are defined as “any group or
individual, who can affect or is affected by the achievement of
organization’s objectives”. The review of the literature shows
a lack of agreement on a financial institution’s stakeholders.
Reference [3] identified four groups: surplus units, deficit
units, owners and regulators as a bank’s stakeholders.
Likewise, [4] recognized also four social groups as a saving
bank’s stakeholders: depositors, employees, founder entities,
and public administrations. However, [5] specified five
stakeholders; namely, shareholders, customers, managers,
employees, and regulators.

Based on the SB concept, we conjecture that the evaluation
of the degree of sustainability of a given bank requires; in
addition to its traditional stakeholders as suggested by the
beforehand mentioned authors, one more important
stakeholder; namely, the civil society. In consistency with the
World Bank definition, the civil society refers to a wide range
of organizations: community groups, non-governmental
organizations, labor unions, indigenous groups, charitable

3573



International Journal of Business, Human and Social Sciences
ISSN: 2517-9411
Vol:8, No:11, 2014

organizations,  faith-based  organizations,  professional
associations, and foundations that reveal interests and will of
citizens. To conclude, in examining bank sustainability, we
suggest the following six stakeholders: the regulators, the
shareholders, the customers, the managers, the employees and
the civil society. We may note that our choice offers a
relatively global view of a bank performance giving rise both
to a macro level consisting of regulators and civil society and
a micro level consisting of shareholders, customers, managers,
and employees.

The criteria and sub-criteria initially suggested for each
stakeholder are summarized in Fig. 1. Later, AHP is used to
exclusively focus on the most important criteria and sub-
criteria. In the real application on three French banks, some
additional criteria/sub-criteria are eliminated just because of
lack of relevant data.

B. Assessment Process

The performance with respect to each criterion is evaluated
through a score given by a multi-attribute utility function
(MAUF) of the various involved sub-criteria. The assessment
of MAUF calls for the use of a two-step process. In the first
step, we evaluate for each sub-criterion a marginal single
attribute utility function (SAUF) expressing the different
levels of performance. This is made with the help of
interviews with some local experts. The evaluation of SAUF
involves applying the well-known five-point approach due to
[6]. Then in the second step, we appraise for each attribute the
corresponding scaling constants assuming and validating
mutual utility independence (MUI). Note that in the case study
below, MUI is found to hold approximately with respect to all
attributes at the various levels of the assessment process.

Ill. CASE STuDY

In France, almost all banks start to be involved in the
sustainability process. We consider a case study of three
commercial banks among the largest ones in France; namely,
BNP Paribas, Crédit Agricole, and Société Générale. Our
choice is motivated in part by data accessibility. Data used in
this study are mainly extracted from the published individual
annual reports of these banks. Missing data are mostly
obtained from direct communication. Data request some major
processing in order to fit the need of our study.

The period of study extends over 2004-2011. We attempt to
cover few years before and after the 2008 world financial
crisis. We use the criteria and sub-criteria discussed above.

We assess all the SAUF and MAUF for the relevant criteria
and sub-criteria in order to evaluate the MAUF of each
stakeholder.

A.BSPI Assessment

While assessing a score for each stakeholder is important in
the sense that it helps identify strengths and weaknesses in the
banking performance with respect to the stakeholder of
interest, it is equally important to come up with an aggregate
score that reflects the overall sustainability performance of a
bank, referred to as the banking sustainability performance

index (BSPI) as introduced above. Such an index accounts for
the relative importance of each stakeholder in the evaluation
process. Again, each stakeholder may be viewed as one
attribute and the corresponding utility function may play the
role of a marginal utility function for the overall MAUF
expressing BSPI provided that some independence conditions
hold.

Because it is debatable to specify the real importance of one
stakeholder relative to the remaining ones, our assessment was
carried out in a way such that all stakeholders are considered
as equally important.

B. Results and Analysis

Table | displays the value of BSPI for each bank over the
period of study. For confidentiality reasons, we have omitted
the names of the banks and contented by referring to them as
A, B, and C in an arbitrary manner.

It is clear from Table | that all these banks are far away
from being sustainable. Their BSPI vary from the lowest level
of 2.7% to the highest level 9.1% over the entire period of
study. These low scores may give indications for the
occurrence of the crisis. This is better visualized by Fig. 2.
This figure helps in particular compare the sustainability
performance of the three banks of the study over the period
2004-2011. Note that, bank B is constantly keeping relatively
low scores. However, bank C which was providing the best
performance has significantly degraded its sustainability score
after the crisis. Meanwhile, bank A provided the highest
scores after the crisis (2009-2011).

In order to understand in depth the factors leading to these
low levels of BSPI, an investigation via stakeholders’ scores is
carried out. Fig. 3 displays the three banks performance over
the period of the study with respect to each stakeholder. It
appears clearly that before the crisis, all the banks had the
priority to satisfy shareholders. This is particularly apparent
with bank C. After the crisis, a significant drop in
shareholders’ utility is observed. Recall that banks’ ultimate
objective is to maximize shareholders’ value. Such an
objective fails in the presence of the crisis. Managers (at least
for banks A and C) seem to be affected by the crisis. This
might be due to the decrease of the banks ROA and perhaps as
a result of initiatives to control executive wages. In contrast,
the performance at regulators and customers levels has
witnessed some detectable increase after the crisis reflecting
perhaps higher awareness of the role of the regulators and the
importance of customers’ satisfaction. Concerning employees
and civil society, no real change can be detected. This applies
to all three banks reflecting similar attitude towards these
stakeholders. Employees might still be marginalized.
However, for the civil society even when some initiatives are
taken, their outcomes are likely to be observed only at the
medium- and the long-terms.

3574



International Journal of Business, Human and Social Sciences

ISSN: 2517-9411
Vol:8, No:11, 2014

Level 4
Sub-Attributes

Level 3
Attributes

Level 2

Stakeholders

Level 1
Sustainability

AKouarony3 s1y-140.d :34d
Aunb3 uo uiney :30Y4
aseys Jad sBujures 18N :SIN
awoou| 18N :IN

Aupigeiyold :d

snuog :ug

aben paxid M4

3PIS 82I0PLIOM S

oney

sasuadx3 Bunesado 1430
S19SSY U0 UINRY YOy
Aouaionyy3 Bunessdo :30
Adua1o143 89UBUIBNOD) 13D
3pIS 8ANN08X3 1S3
saakojdwg parowo.d :3d
$10)0e4 2168)RNS IS
S9IIAISS [B190S :SS

$10)0e [E19190S :40S
JuBWaINSY 1Y

A Buures] 11

<&
<

F R
AL

S9AIJUSIU| 7® UOHRIBUNWY Y
S10)0e- Jiyauag 49

sjonpold Jo abuey :dy

S99 JusWwabeueB|\ JUNOIY 4NV

SUBOT UO [8A87 1SaJ8lU] 71

sysoda uo [aA8T 1sal8iul :al
sabejueApy aAnnadwo) v

san|Iqel| 03 sisodaq

S19sSy 0} SUBOT i1

uonualay SIBWOISNY YN

aleys 19BN [SIN

a0 Jad surejdwo) 00

sjurejdwo) 0y swi | asuodsay D1y
suoreAouu| uo sasuadx3 :jo3

Anend) 901nuss :OS

ananQ ul awi] Bunrepn abesany (O LMY
s|[eD Burwoouj :Qdu|

SUOI193ULOD J8UJBU| D]

S3UIYDRIA J3][9L PaleWwoINY SN 1Y
sayouelgd :g

ABWOSNY AY S|9suno) 000
diysuoneray

13WOISND-HEIS 0} PaYeao] |V 1500 Bulurel L :4OSOL
diysuone|ay J8wosnd-Hels :¥OS

Juawdojansq ajgeurelsns o1 paloAad Bunupn :asam
juawdojansq

8]qeuleISNS Ul JuswHwWwo) juareddy :qSOV
uondwnsuo) usalo 109

uolssiwg uogue) 39

JuBWISaAU| djqisuodsay AJ[e1a0S (14S

ANIgeUIRISNS [RIUSWIUOIIAUT (SAT

[ended syueg sy} ul palsaauIay 1401d :094d

S19SSY 01 SUROT @]

10Npo.d [eUOIIEN 8y} 0} UoNNQLIU0D deIpaww| :dNDI
EUIEISNS 2IWOU0d] 1593

Adoiyue|iyd pue aaueuoIdIN (dN

uolsnjoul 3|

10308410 J0 pseog 8y} ui seakojdwiz euorewsaiul :ag31
51010811 JO pJeog a8y} ul ajewsd :ag4

sanIgesiQ ynm seekojdw3 :q3

uonejuasaiday afewad 1y

SYIAU|UWL AY PBIVLS SI008IIQ (94
Bunssy pJeog Jo JequinN [enuuy (INGNY
51003110 pJeog Jo AInpissy :agv
Anend saueusano9 09

juawdojanaq

3] qeureISNS 01 pae|ay SUoHIY :aSHY
sy ainsodx3 abue] :y3 7

oney sueo bulwiopaduoN :41dN

YIs1d 1paid 0} [ended Alojeinfisy :400Y

oney abesano) sueo BulwiopsduoN 4D 1dN

SISy HPaID (YO
oney AdUaA|0S T 1L “HSTL
oney AdUaA|oS [edolD HSD

s1y Aduanjosu] 1|
oney susodaQ 0} sueo :¥AT
UIUON U0

0}1u10y309 ANpinbi Alojenfay :NODTY

sty Aupinbr iy
Hels

Asuo Bupspune-nuy 7 soueljdwo) 'SINTVD

s1y Alwioguod 2400

Fig. 1 Selected attributes and sub-attributes

TABLE |
BSPI OF EACH BANK OVER THE PERIOD 2004-2011

2004
0,066 0,066

2007 2008 2009 2010 2011
0,038 0,072

2006

2005

BSPI

0,079 0,071
0,056 0,053
0,055 0,051
0,063 0,059

0,083 0,081

A
B

C
Average

0,038 0,042

0,047

0,038 0,044 0,051

0,039

0,037

0,080 0,090 0,100 0,034

0,061

0,078 0,054 0,038 0,051

0,067
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A. Discussion

To the best knowledge of the authors, this is the first time
when a banking performance evaluation process is made via
the development of a sequence of utility functions rather than
just measuring some key performance indicators (KPIs). The
approach combines both qualitative and quantitative criteria in
a pragmatic and scientific way to offer a rational score of
overall performance referred to as BSPI. This score allows
assessing the effects and synergies among the different plans
and actions conducted. It accounts for the performance of the
most important involved stakeholders of a bank as indicated
above. It is built on win-win strategies with respect to all
stakeholders rather than just satisfying a bank’s shareholders.

Given that conflicting objectives exist among stakeholders,
reaching very high levels of BSPI seems practically infeasible.
However, banks planning efforts should be directed toward
continuously improving BSPI. The best attained scores by the
most performing banks at some given period can be used as a
benchmark of sustainability. This benchmark is dynamic and
higher levels should be targeted progressively. Moreover,
BSPI can constitute a basis for ranking banks at national and
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international levels. Its quantitative nature helps in avoiding
any confusion or debatable subjective opinion in the
evaluation process. Further, it is a pre-established system so
that each bank may insert the appropriate data and obtain the
right score independently of any ranking organization
eliminating all sources of conflict of interest and offering
therefore a transparent ranking tool.
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Fig. 2 BSPI comparison over time
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Fig. 3 Bank performance over time according to each stakeholder

Note that one of the major sources of critics of existing
rating agencies resides in the conflict of interest behind their
evaluations. Furthermore, the current evaluation effort of these

agencies is limited to financial aspects for financial rating
agencies and societal aspects for extra-financial agencies.
Clearly, our model constitutes a bridge between both types of
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rating agencies.
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