
UvA-DARE is a service provided by the library of the University of Amsterdam (https://dare.uva.nl)

UvA-DARE (Digital Academic Repository)

Social accountability and the finance sector: the case of Equator Principles (EP)
institutionalisation

O'Sullivan, N.A.

Publication date
2010

Link to publication

Citation for published version (APA):
O'Sullivan, N. A. (2010). Social accountability and the finance sector: the case of Equator
Principles (EP) institutionalisation. [Thesis, fully internal, Universiteit van Amsterdam]. Niamh
O’Sullivan.

General rights
It is not permitted to download or to forward/distribute the text or part of it without the consent of the author(s)
and/or copyright holder(s), other than for strictly personal, individual use, unless the work is under an open
content license (like Creative Commons).

Disclaimer/Complaints regulations
If you believe that digital publication of certain material infringes any of your rights or (privacy) interests, please
let the Library know, stating your reasons. In case of a legitimate complaint, the Library will make the material
inaccessible and/or remove it from the website. Please Ask the Library: https://uba.uva.nl/en/contact, or a letter
to: Library of the University of Amsterdam, Secretariat, Singel 425, 1012 WP Amsterdam, The Netherlands. You
will be contacted as soon as possible.

Download date:24 May 2023

https://dare.uva.nl/personal/pure/en/publications/social-accountability-and-the-finance-sector-the-case-of-equator-principles-ep-institutionalisation(2e0c9895-9207-40a7-8f67-1b443d405446).html


 171

CHAPTER 8: EP INSTITUTIONALISATION AND GOVERNANCE 2007-2008 
 

“Field formation is not a static process; new forms of debate emerge in the 
wake of triggering events that cause a reconfiguration of field membership 
and/or interaction patterns.” (Hoffman, 1999, p. 351) 
 
“You can wish as much as you want but you expand it and there’s a huge 
interest in it; then you have to control it.” (BankTrack Coordinator) 

 
 
8.1 Introduction   
 
This chapter is concerned with the evolution of the EP institutionalisation process towards 

better governance of the EP at organisational field level, as influenced by EP activities at 

organisational level and perceptions of the same at societal level. The chapter highlights 

how accountability issues associated with EP institutionalisation, and active EPFIs’ 

reflexive knowledge of the same, form the basis of this progression towards EP governance, 

largely between 2007 and 2008. Here, the need to “manage” the ever increasing number of 

EPFI adoptees, the possible “decoupling” between organisational field level EP criteria and 

organisational level practice, as well as the occurrence of “legitimacy gaps” between EPFI 

disclosures of EP implementation and NGO acknowledgement of the same, are critically 

discussed. In general, the incremental nature of the EP institutionalisation process is 

highlighted, through the analysis of the “maturing” of the EP organisational field and EPFI 

movements towards EP governance.  

 
8.2 Decoupling?: The EP “Free-rider” Debate 
 
Over the course of 2004 to 2007, while some banks were actively trying to implement the 

EP at organisational level, the issue of EP “free-riders” emerged within the EPFI network. 

This seemed to transpire on a number of fronts. Firstly, the most obvious free-rider 

candidates appeared to be those organisations that were not involved in project finance and 

had adopted the EP with no clear signs of implementation. Less obvious were those EPFIs 

that where project financiers but may not have been implementing the EP in any substantive 

manner or actively participating in EPFI conference calls, meetings or Working Group 

activities. As mentioned earlier, NGOs were the first to complain about the disparate level 

of EP implementation amongst EPFIs and had suggested that certain FIs were merely 

adopting the EP for the PR value, or as a “symbolic” rite of passage into the project finance 
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market. NGOs tended to base their evaluations on assessments of the project finance market, 

the limited information they could glean about EP implementation from EPFI 

sustainability/CSR reports, and monitoring of EPFI financing of often high profile and 

controversial projects. NGOs had a certain tendency to conclude that if an EPFI was not 

reporting about its EP implementation in any substantive manner, or if it was continuing to 

finance “dodgy deals”, that this was indicative of a lack of “embedding” of the Principles 

into EPFI “management and organisation”[al] processes (Dillard et al., 2004, p.18). One 

could therefore view this as an indicator of possible “decoupling” between organisational 

field level expectations of the EP and their actual implementation at organisational level; or 

NGOs’ perceived “symbolic legitimation” of project finance activities by some EPFIs.  

 
However, EPFI activity at individual bank level may not have been as black and white as 

some NGOs may have perceived. As also outlined earlier, different EP adoptees had 

different levels of E&S knowledge and expertise, and their “delayed” pace in EP 

implementation may have inadvertently branded them as a “free-riders” initially. As one 

EPFI interviewee pointed out, he felt that more attention should have been paid to non-

adopters as opposed to those organisations that may have been doing their best to come to 

terms with EP implementation following adoption: 

 
“I wouldn’t say a free-rider, I would say probably there were institutions that 
joined or adopted the Principles and were looking for guidance in terms of how to 
adopt it you know, because…probably they thought this is the right thing to do, but 
didn’t have the institutional capability to implement it either as quickly or as 
efficiently as some of the other organisations.  My main concern when we first 
adopted was not with the free-rider issue, it was with the financial institutions that 
wouldn’t adopt.  And I was more concerned with - when I talked to organisations 
like BankTrack - why they didn’t go and focus their attention on those FIs that 
were not adopting the Equator Principles rather than trying to criticise those that 
probably with the best will in the world are trying to get there; but at least they’ve 
adopted.” (Australian EPFI) 
  

Nevertheless, active EPFIs were themselves aware of the fact that there was only a core 

group of approximately 10 to 15 EPFIs, driving the initiative forward from the beginning. 

These were mainly made up of some of the leading group of ten EP banks and active 

adoptees, whose efforts at organisational as well as organisational field level was 

distinguishing them from other EPFIs.  For example, at organisational field level it was 

their continuous presence at EPFI meetings and conference calls, participation as EPFI 

Chairs, decision-making on EP revision and Working Group developments etc. that was 
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setting them apart. The ever increasing number of EPFIs was by 2007 forcing these 

“leaders”79 to reflect upon EPFI dynamics more seriously and to begin to consider how this 

relationship between the EPFI “vanguard” and “tail” could be addressed and managed more 

formally. This appeared to come to the fore in the governance discussions at the May 

meeting of EPFIs in Washington in 200780, when it was agreed that a Working Group on 

governance should be created. The objective of this group was to examine how the EP 

process should proceed in terms of EPFI governance, and to consider measures to ensure 

that all adoptees would actively implement the Principles.  

 
“There is …what would be described as the vanguard of organisations [10-15] 
which remain committed and highly motivated on the whole in this arena. And 
actually have practical experience of doing these things … but you know, if there is 
that vanguard there’s also a tail, and to what extent can decisions be made without 
having to bring that tail along with us? And so we’re needing to understand you 
know, what’s a sensible middle ground on this.  I think some organisations might 
want a far more rigid formal structure you know, proper incorporation, membership 
fees and goodness knows what.  Others won’t; others actually appreciate the fact 
that it’s been flexible, it’s moved quickly because it’s light on its feet.  You know, 
we don’t want the dead hand of bureaucracy slowing everything down.  And so 
there’s that balance to be struck there.  But there is a need for some improved 
coordination of the effort within activities.  Now the extent to which that needs to 
be formalised remains to be seen you know, the debate goes on.  But at the moment 
[September 2007] …there are still enough organisations that will step up to the 
plate to lead [EP Working Group] pieces of work, and then report back to the wider 
audience.  Whether that goes wider you know, remains to be seen.” (UK EPFI 1, 
Interviewee 1 emphasis added) 

 
 
Some interviewees were reluctant to openly refer to some inactive adoptees as “free-riders”, 

or, admit that they may have been frustrated with how their behaviour could have been 

undermining their own committed efforts or threatening the credibility of the initiative as a 

whole. Yet some others were a little more forthcoming: 

 
“I think also it reflects badly on the entire Equator Principles fraternity, if I put it 
that way, if you know, one of the Equator banks gets involved with a particularly 
dodgy transaction.  So I think they do need to understand what the implications are.  
It’s complicated by you know, not clearly having anti-competitive practices or 
collusion and all of these things as well….but I think it would tarnish the reputation 
of the Equator Principles as a whole.” (South African EPFI) 

 
 

 
79 Now collectively referring to the leading group of ten EPFIs as well as active EP adoptees.  
80 There were 26 out of (the then) 51 EPFIs in attendance at this meeting (EP Press Release, 2007).  
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“Initially maybe [frustration with inactive EPFIs], but I think the observers and the 
stakeholders and the opinion formers are now actually starting to understand that 
there are some organisations who have exploited the Equator Principles as some sort 
of environmental PR mechanism.  But now those same observers are starting to … if 
you’ll excuse the expression, they’re starting to lift up their skirts and see what lies 
underneath. And I think that you know, those organisations are starting to become a 
little bit more identifiable.” (UK EPFI 1, Interviewee 1)  

 
 
Another potential incident influencing EPFI efforts to acknowledge the free-rider challenge, 

was the “embarrassing” moment when BankTrack issued a press release about two banks, 

Banco Galicia and Nordea, announcing they were EPFIs, when the “floating” EP Secretary 

or other EPFIs were not even aware of this at the time. 

 
 “The group of banks that are always leading the discussions are completely aware 

that if the Equator Principles are to really maintain their status and their standards, 
then they need to improve on their governance and on their credibility. So [for 
example] Banco Galicia and Nordea were suddenly calling themselves Equator 
Principles institutions, whereas the Secretary of the Equator Principles wasn’t even 
aware...and that sort of thing embarrassed them, [they said to us] ‘it is very bad that 
you put that out as a press release.” (BankTrack Coordinator) 

 
Although one EP leader stated “certainly we don’t have any sanctions to begin imposing on, 

shall we say, the lesser performing adopters of Equator” (UK EPFI 1, Interviewee 1), active 

EPFIs were still trying to develop a feasible way of addressing possible “decoupling” 

amongst EPFIs, as part of their new governance programme. To them reporting on EP 

implementation was the most practical first step in this process. As another interviewee 

commented, the development of an EP reporting guidance document by EPFIs, following 

the May meeting in 2007, was: 

 
“[P]urely to address the issue of consistent applications and free-riders”  

(Dutch EPFI 2) 
 
The main reason EPFIs felt they could not develop more stringent sanctions for inactive 

EPFIs, apart from minimal reporting, reiterates what was mentioned earlier in Chapters Six 

and Seven i.e. as this was a voluntary initiative, EPFIs still felt that individually, they had 

no right, or legal authority, to determine how another EPFI should operate. However, active 

EPFIs in 2007 believed that some baseline criteria or parameters for EP adoption at least, 

had to be established at organisational field level, and EP reporting was proposed as this 

baseline provision.  
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“Well you know, who are we to pass judgments on a competitor, to try and stop 
them from doing a project?  I mean there’ll be regulatory reasons and legal reasons 
why we just can’t do that.” (UK EPFI 2) 

  
 
 “[W]e have to be quite careful about those sorts of things because legally it will 

attract the attention of the regulators in terms of restrictive practices.  And if it’s a 
voluntary initiative then you know, technically anybody can join.  You know, we 
are looking at ways whereby from a reporting perspective those that perhaps don’t 
report [will be visible on] almost a sort of refresher list [on the EP website]…I 
mean we don’t have the means of expelling anybody or you know, black-balling in 
the gentlemen’s club way, but we can perhaps just make some [inactive EPFIs] 
more identifiable than others.” (UK EPFI 1, Interviewee 1) 

 
 
Thus, this section (8.2) once more illustrates how reflexive, knowledgeable and purposeful 

EPFI agents were continuously monitoring and revaluating EP criteria and practice, and in 

so doing shaping the ongoing EP institutionalisation process. It also underscores the 

importance of reporting and accountability in driving this EP process forward. However, as 

the following section highlights, to NGOs, this proposed approach still came nowhere near 

the accountability mechanisms they felt were necessary to ensure more efficient EPFI 

governance at the time.  

 
8.3 Ongoing Accountability Debates in the EP Organisational Field 
 
NGOs welcomed the efforts of the EPFIs to produce a guidance document on reporting in 

2007, but its contents, for them, lacked substance, especially when they had been 

demanding much more since 2003.  

 
           “We had this conference call in May [2007], I think it was May, and then suddenly 

in the conference call they [EPFIs] said, ‘We are going to publish these guidelines 
because you’ve been criticising and complaining about the lack of transparency in 
the reporting, so here it is.’  That was during the call, so immediately afterwards we 
went to the [EP] website and there it was.  And we didn’t see it coming so it was a 
surprise. And then we looked at the guidelines, and it’s mainly the footnote [from 
EP II] that’s basically now qualified as an obligation, plus suggestions.  And the 
suggestions are just basically putting in writing what ABN Amro and a few other 
banks are doing already… It’s very nice and we do welcome every extension to the 
information [about] which OECD, and non-OECD country, and in which sector 
there are so many projects etc…but still we cannot have a sensible debate [about] 
project level [activities] based on that information, that’s what they will never do.” 
(BankTrack Coordinator) 
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On the other hand, EPFIs were remaining steadfast to their position on commercial 

confidentiality and their inability to disclose more details about the specific nature of 

projects and their relationship with clients. They also felt that it would be “unethical” to 

publicly announce that they were not entering into a deal, or pulling out of one, due to E&S 

risks associated with a project. They felt that this would reflect badly on the FIs that might 

be continuing with the project and make any future relationships with them or other FIs in 

project syndications more difficult. Furthermore, some FI interviewees explained that they 

might also decide not to become involved in a project even before it would enter into any 

formal credit risk review process - based on the type of project, local, client track record 

etc.- and thus would not even regard such, often personal, “desktop” decisions as a formal 

“rejection” of a project.  

 
“Because it’s client confidentiality.  And this again, this is probably the biggest 
reason why there will never be agreements between NGOs and banks on this.  You 
cannot disclose … I mean how would you like it if the bank said you know, ‘we 
decided not to extend a loan to you in your personal capacity because your credit 
rating was poor’, and they put that in their sustainability report? Banking is all 
about relationships.  And if a bank decides not to finance a certain project, why 
would it want to, in the press or in writing, say ‘we decided not to finance this 
project because it was non-Equator Principles compliant’.  You’re putting your 
client on the spot; you’re breaching client confidentiality as far as I’m concerned.  
And it’s not a witch-hunt.  The reason banks apply these policies and approach is 
not to point fingers at the bad guys.  The reason is to improve their overall portfolio, 
the reason is to assist them in understanding their client’s business, in making 
responsible decisions. And when you decide not to support a client, to finance a 
project, it doesn’t mean the end of the relationship - it may, and in certain instances 
it does - but why would you then want to put them in the spot and let someone 
throw tomatoes at the client, saying ‘you haven’t done X Y Z’?  I just think 
ethically that’s not the right thing to do.” (Dutch EPFI 1, Interviewee 1) 
 
“If a project is a ‘glimmer in the eye’, you start having a look at it and say well if 
we got involved in that would it be feasible blah-blah; your initial screening is at a 
desk, it hasn’t even gone forward to the management let alone going through the 
risk screen and all the rest of it, and if it’s kicked out of touch as not one you want 
to do, has it been turned down?  No.  You just haven’t got involved.  And so it’s 
‘how do you monitor those’?  Well the relationship manager puts up a list of 
companies he’s going to probably target, so he starts having a look at those 
companies and he chucks ten out of the 12 out of the door.  Are those turned down?  
No, they’re just not targeted.” (UK EPFI 3) 

 
Some NGOs on the other hand would argue that the commercial confidentiality “excuse” 

was not sufficient at times, as it was often the case that information about particular projects 

EPFIs were involved in was available in project finance popular press for example, 

magazines like Project Finance, which required expensive subscription costs. NGOs 
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therefore could not understand for example how a list of bank clients, at least, could not be 

provided on their own websites if it was already in the public domain elsewhere. 

 
  “One thing you asked earlier: ‘what sort of things you would want to see regarding 

improved transparency?’ And we don’t understand why they cannot publish a list 
of clients.  You don’t have to say anything else but if you say ‘this is our list of 
clients’, it can be in a separate section in their website, not linking it immediately 
with the Equator Principles or projects…that would save us loads of time and 
work to figure out who they are. Because it is [already] in the public domain. So 
there’s no argument that it cannot be done, that’s invalid.  Because they boast 
about their deals in specialised magazines that are too expensive for us to 
routinely look at.  But the key point is the client governance confidentiality thing 
doesn’t hold because there’s a lot of information out there but it’s also [about] 
making it accessible.  And transparency is not about an abstract way of 
disseminating information, but it’s about making an effort to communicate.” 
(BankTrack Coordinator, empasis addded) 

 
Nevertheless, EPFIs appeared not to succumb to such demands. Instead they seemed to 

remain focused on various aspects of their proposed new governance programme. For 

example, EPFIs were also discussing the possible creation of some form of EP Secretariat 

as part of their new governance programme. One interviewee outlined the benefits of this 

when interviewed in 2007 when EPFIs were considering suitable external parties to 

possibly undertake the role of EP Secretariat.  

 
“Well I think one of the [NGO] criticisms, I think quite fair in some respects, is that 
the sort of self-administration of the Equator banks was done on a very sort of ad-
hoc amateurish basis, [And] I mean clearly we would hope that we would end up 
with an efficient, well-functioning physical secretariat.  So you know, people 
would know who to talk to rather than sort of changing responsibility. Because you 
know, one bank did it for a while and then part of the website was being managed 
by another, and it was all a little confusing.  And this will hopefully give us a sense 
of permanence, that an organisation will do it [be Secretariat] for a number of years.  
So that’s one thing.  Two, I think … having an external third party [as Secretariat] 
who has no vested interest in the Equator Principles themselves in terms of what 
they do, i.e. they’re not a project finance organisation; is quite a good discipline.” 
(Dutch EPFI 1, Interviewee 2) 

 
However, as another interviewee outlined, they did not envisage this would be a forum for 

monitoring EPFI compliance with the Principles at organisational or project level per se.  

 
“Well I think the EPFIs have agreed to look at you know, what the role of a 
secretariat should play.  So a secretariat could have a role looking at the 
administration; so arranging meetings, or circulating minutes of meetings or 
conference calls that go on…And then you’ve got some people that are external to 
Equator that say ‘well don’t you think a secretariat would be good because then 
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they could act as a compliance bureau’… [But] as I say, when we’re looking at 
governance generally, we’re looking at putting a framework around what we’re 
doing at the moment rather than expanding Equator into all sorts of new areas such 
as checking up on compliance of our competitors.” (UK EPFI 2) 
 

Therefore, ongoing NGO demands for some form of internal EPFI network accountability 

mechanism and/or external Ombudsman function was not being considered by EPFIs at the 

time. As mentioned earlier, to them such demands continued to be impractical given the 

fact that they were not a formal association whose structure and activities could support an 

external accountability function. Instead, EPFIs, still felt that their own internal “self-

policing” approach in project finance syndicates, along with NGOs’ external watchdog role 

for EP compliance, was sufficient.  

 

“The Ombudsman function is, we think, quite a difficult one.  You can understand 
it in the context of being a sole lender like the IFC, where you know, they can in a 
sense have an Ombudsman activity that is responsible for their own involvement.  
It’s much more difficult, we think, in the context of 53 different banks who come 
together in different formations, often involving banks who are non-Equator banks 
in transactions.  I mean how you could have an Ombudsman sitting in a secretariat 
that opined on transactions where non-Equator banks were involved I don’t really 
know.” (Dutch EPFI 1, Interviewee 2) 

 
“If it’s a voluntary initiative …[and] you become part of the Equator group, what 
sanction can be taken against an organisation that isn’t seen to be adhering to these 
things as rigorously as they might?  I don’t have power to suspend another bank’s 
banking license… it’s up to individual bank stakeholders to hold them accountable. 
Not for other banks to hold them accountable. [It’s not for an independent body 
either] …first of all how independent, who’s paying for it, and what sanctions do 
the independent body have, apart from to highlight what their stakeholders will 
already be doing?  And you know, this is a risk management thing, and if it’s 
voluntary and there’s more of a downside because of this independent body [which] 
all of a sudden feel as though they have the credentials to opine.  Then you know, 
you’re going to actually start seeing some project finance banks say well there’s 
actually no benefit [in being involved] because … it’s like painting a bulls-eye on 
your chest you know, what’s the point?  [They’ll say] ‘we can manage our own 
risks quite adequately without being part of that association.” (UK EPFI 1, 
Interviewee 1) 

 
 
However, the NGOs were never comfortable being viewed as the external accountability 

mechanism for the EP or EPFIs. They felt that even if they had a “watchdog” role, that this 

did not mean that responsibility for EP transparency and overall accountability did not rest 

with the EPFIs. 
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 “If they say ‘well the NGOs hold us accountable so we can continue being 
secretive and not disclosing any information, because the NGOs will figure it out 
anyway’, that passes the responsibility to us and we think that they have a 
responsibility to be accountable in a sense of disseminating information and being 
clear on things.  So that’s why we don’t want to be part of their scheme without us 
deciding that.” (BankTrack Coordinator)   

 
However, when it came to EP responsibilities, EPFIs held strong beliefs about where 

specific levels of responsibility and accountability for EP implementation lay. For example, 

at project level, EPFIs felt that this was first and foremost the responsibility of the clients, 

as they were directly involved in the management of the project. They therefore felt that 

any project level transparency and disclosure or complaints by effected communities should 

be the responsibility of the sponsor. They believed these should be addressed through the 

consultation and disclosure and grievance mechanism provisions specified in EP II 

requirements (see Appendix 4), as opposed to creating an avenue for project level 

complaints to go directly to financier, as BankTrack had previously proposed (BankTrack, 

2006a). Subsequently, they felt that their own responsibility lay with the implementation of 

the EP into internal project finance policies and procedures and being sufficiently 

transparent about this. 

 
           “[T]here are two levels of accountability on deals that we do.  There’s 

accountability of your clients and your project sponsors, right? [I.e.] that they are 
meeting the standards on the ground and whether they’re being responsive to 
affected communities and stakeholders. And the new IFC performance standards 
require that the clients set up grievance mechanisms, that they’re accessible, that 
local communities know that there are those systems there and that you know, the 
clients are being responsive.  So that’s one level of accountability.  And then again, 
going up to the next step is at the banking level or the financing level, how 
accountable are we in implementing our policies and procedures in a robust way 
and you know, doing it both honestly and being open and transparent and talking to 
our stakeholders.  So I think there are two levels there.” (US EPFI) 

 
 

In addition, as one EPFI leader outlined, the sanction for not meeting their EP 

responsibilities, in the absence of any formal accountability mechanisms, was their 

reputation. This was something they took very seriously and which also played a 

predominant role in the EP leaders’ drive to create the EP originally. 

 
“I think the sanction is the bank’s reputation.  If you put out there that you’re going 
to meet a certain standard and you’re going to do it in the right way and you’re going 
to hold your clients to account, and also advise your clients on how to do this in the 
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right way, I think that is the sanction.  If you’re not able to do that, you’re not able to 
put in appropriate policies and processes and hire the right people to advise both the 
bankers inside and your clients, then your reputation will be held to account.” (US 
EPFI)    
 

 
The above section once more draws attention to the dynamics of the accountability debates 

surrounding the EP institutionalisation process, and emphasises how both are inextricably 

linked. It highlights how the perceived significance, or meaning, of EP responsibilities and 

accountability to EPFIs, NGOs and clients alike act to legitimate their variant behaviour at 

organisational field, organisational and societal-project level. Furthermore, the continued 

dominance of EPFI values and beliefs regarding these issues, across all three levels, is also 

reiterated. The following section will provide further insight into the complexity of these 

accountability debates between EPFIs and NGOs. 

 
8.3.1 Possible Legitimacy Gaps 
 
Throughout the course of the EPFI interviews, a number of interviewees, especially the 

leaders, explained how they felt that the EP were now “part-and-parcel” of their project 

finance activities, and viewed them as a norm that was being accepted as “business-as-

usual” (institutionalised). As a result, the majority of them felt that they were already being 

responsible for their EP related activities and did not feel the need to “advertise” the fact 

that they were doing so beyond their current level of EP reporting in their sustainability 

reports. Ironically, they felt that “shouting about it from the rafters” would make the whole 

issue more symbolic or “ceremonial” as opposed to being recognised as a genuine part of 

their operations.  

 
“We’ve been criticised in the past when somebody’s come along and said ‘well 
what are you doing in this phase on environmental credit risk assessment?’ and we 
go through it all.  And they say ‘well why aren’t you more open about this?  You’re 
doing a great job and you’re just dreadful at telling the story’. Well to be honest 
we’re here to manage the risk, we’re not here to tell the story… I would [also] 
argue that the reason for doing that [monitoring client compliance] is not because 
you want to be compliant with Equator, it’s because you’re managing the risk. I 
mean if it’s just ceremonial then you know, forget it.  I mean there has to be some 
reason for doing it.” (UK EPFI 1, Interviewee 1 emphasis added) 

 

Many interviewees questioned the need for the amount of information that NGOs wanted 

and highlighted the challenges they had in managing this process. This included the amount 
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of information to include on their websites, the length restrictions in their sustainability 

reports, the need to satisfy all stakeholder interests and disclosure demands and the simple 

use of paper at the end of the day: 

 
“I remember having this discussion many times about how much do you disclose 
on the internet about policies.  And we always said ‘look we’re happy to say what 
our approach is but are people really interested in the internal machinations of who 
does what at which time?...[M]y view is that a lot of NGOs will claim that there’s 
not enough accountability, not enough transparency.  And from what I’ve seen, that 
is a fairly unique position that they have because if you ask all the other 
stakeholders of the institutions, if you ask clients, local governments, SRI investors, 
you will actually see that there is. [And] NGOs were invited to our SRI discussions, 
and the type of information that is disclosed to them is just what we shared with 
everyone else.” (Dutch EPFI 1, Interviewee 1) 
 
“An organisation as big as [Name of interviewee organisation], could produce you 
know, a report that’s 1000 pages long and has all our internal systems 
[documented] … but at the end of the day I don’t know whether that would be 
useful to people or not…we’re trying to think well who are we trying to 
communicate with and what are we trying to communicate?  You know, do we 
want to say that we’re reducing paper [use] and then at the same time produce a 
200-page report? Most of our stakeholders want something that’s quite short and 
summarises things.” (UK EPFI 2) 

       

Furthermore, some interviewees felt if the EP were being audited as part of their internal 

and external audit procedures, and/or meeting the AA1000 assurance standard81 process, 

that this was sufficient in terms of their organisational level accountability for EP 

implementation.     

 

“[Name of interviewee organisation] had its external auditors come in and audit its 
sustainability report, they pored over internal processes about how do you take your 
oil and gas policy, how do you take the Equator Principles [into account]; [asking 
us] ‘show me how this is translated into decision-making.  Let me see the file on 
whatever transaction it was, I want to see your advice; I want to see the information 
you use in giving your advice.’ It’s a pretty thorough process.  We went through 
it… three or four times in the time I was there.” (Dutch EPFI 1, Interviewee 1) 

 

“I mean from a [Name of interviewee organisation] perspective, we sign up to the 
AA1000 assurance standard.  Now that applies to the whole of our ES and G 
[governance] portfolio, and I can honestly say, having been on the end of it, that the 
Equator Principles was heavily tested.  I mean I had our assurance provider sat in 
this office, sat where you are now, asking me questions about the Equator 
Principles, asking me what I did.  Wanting to see my email trail, to actually see that 

 
81 This is a leading international standard used to provide assurance on publicly available sustainability 
information e.g. sustainability/CSR reports.  
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I did confer with Sydney on these particular issues.  When you’re in Sydney, they 
will [also] do a test run in terms of looking at the works being done.  Now what 
more can you ask for? …If every bank or financial institution signs up to an 
assurance type standard, and the Equator Principles is actually part of that 
assurance process, then I just put my hand up and say you know, what more can I 
do?  Because effectively I’m opening my books for scrutiny.”(Australian EPFI) 

 

 
The lack of detailed disclosure about the extent of these interviewees’ project finance, and 

broader E&S policies/procedures, was what was fuelling NGO concerns and accountability 

demands. Yet NGOs, as some interviewees explained, were also not without some fault in 

these dynamics. For example, some EPFIs felt that certain NGOs were “very much 

explicitly campaigning and choosing information in a way which supports their campaign” 

(Dutch/Belgian EPFI, Interviewee 2). In addition, one interviewee outlined how privately 

some NGOs had expressed their appreciation for the fact that EPFI leaders were involved 

with some “testing” projects, while publicly they would not do this. 

 
“I’ve discussed this with many friends in the NGO community, and their problem 
is one that privately they will say ‘yes you’re doing a great job and we’re glad 
you’re involved in that deal and holding that client’s feet to the fire’, but they won’t 
say that publicly.”(Dutch EPFI 1, Interviewee 2) 

 

Moreover, another EP leader interviewee explained that some NGOs were invited into their 

organisation to review their internal E&S credit risk procedures, while NGOs were 

preparing a survey on bank policies. Despite the fact that NGOs seemed impressed with this 

interviewee’s internal efforts, NGOs would not recognise this in their report, as the 

information was not available in the public domain. The EPFI in question explained how he 

had told the NGOs that it was not in the public domain as it was internal information and 

viewed their reaction to this as somewhat disingenuous overall.  

 
“[A]n example would be one of the NGOs doing their survey of banks a couple of 
years ago.  You know, [they said] ‘you haven’t got very much on your website’.  
[And we replied]  ‘Well you’d better come in and we’ll tell you what we’re doing’.  
‘Oh, okay’.  So straightaway they have privileged access, internal papers opened up 
on screen you know, and [they said] ‘oh right, oh gosh, that’s good.  Well why 
don’t you tell anybody about this?’ [and we replied] ‘Well it’s internal’. You know, 
‘which part of internal don’t you understand?’ At the end of it, then they wouldn’t 
acknowledge it… because they said it has to be in the public domain to be valid.  
Well that’s annoying because no, it doesn’t have to be in the public domain to be 
valid, you know, it’s a bit like saying just because you haven’t seen a tree fall over 
doesn’t mean it hasn’t fallen over.  When you see one lying on the ground, well 
how did it get there?  So that’s a frustration.” (UK EPFI 1, Interviewee 1) 



 183

 
 
NGOs on the other hand would say that their reason for not acknowledging the existence of 

some EPFI internal/undisclosed information was a principled stance on their part. 

 
 “Barclays sent us a huge envelope with all their policies.  And in the ‘Mind the Gap’ 

Report [BankTrack, 2007c] we mentioned that they said, ‘It’s available on request’, 
so we listed all the policies and [indicated that] they say:  ‘It’s available upon request, 
go and ask.’  And I don’t know what they thought of that but that’s what they said to 
us so we put it in the report.  But what I said before, transparency is not just an 
abstract way of throwing it on the web or something, or making it available upon 
request, because you know if you’re financing a mining project in Papua New 
Guinea, that particular village is not going to apply for access for a bank’s mining 
policy, so you have to make an effort.  It’s a requirement to make an effort, as they 
say in the Equator Principles; literally like a tool to ‘communicate in a culturally 
appropriate way’.  So then transparency is more.  So we wanted to keep our approach 
uniform in the ‘Mind the Gap’ Report [i.e.] we would only judge policies that are 
publicly available.  Even while we knew that there are other policies and we might 
have seen them, but we’re not going to rate them and we’re not going to judge them.  
And that was done, first because we think it’s not us who are the judges, we judge it 
but it should be everyone that should be able to judge it.  So there’s a principled 
stance to make it public. But the other thing is by doing it like that we encourage 
them to make things public, and that’s actually happening because some banks now, 
ING, Fortis, and all that, they were really trying to get things public before the 
release of our report, and they couldn’t do it.  They told us that unfortunately they 
cannot put it online before the release to be judged.  But it’s an ongoing thing.” 
(BankTrack Coordinator) 

 
The term “legitimacy gaps” has been used to describe a situation where there seems to be “a 

lack of correspondence between how society believes an organisation should act and how it 

is perceived that the organisation has acted” (Deegan, 2007, p 8). Thus, arguably, the above 

dynamic between EPFIs and NGOs was creating “legitimacy gaps” in the ongoing EP 

institutionalisation process.  At the same time however, there was also a general “evolution” 

of the relationships between EPFIs and NGOs, which, as the following section displays, 

would also shape the EP institutionalisation process moving forward.   
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8.4 Maturing of the EP Organisational Field  
 
 

“There is a certain dynamic between us: the activities of BankTrack and of 
its members, and what the banks do. There is this direct conversation [and] a 
mediated debate over the public and the press and media.  And that also 
shapes the Equator Principles and that’s the dynamics of the game.” 
(BankTrack Coordinator) 

 
 
Despite the fact that the relationship between the NGOs and EPFIs was somewhat 

antagonistic during 2003 and 2008, both party’s mutual tolerance, respect and 

understanding of each other did improve over the same period. There appeared to be a 

certain “maturing” of their relationship, which brought with it greater opportunities for 

cooperation and even partnership. The organisational field that had emerged around the 

issue of the EP had opened up greater avenues of dialogue and debate between these actors, 

even if they still did not always see eye-to-eye. As mentioned earlier, both groups 

recognised the benefits of a more cordial relationship as a means of advancing their own, 

and sometimes joint, agendas.  

 
“Both sides used the opportunity to listen to each other. And that dialogue still 
continues. I also think the NGOs learned that there are some smart, committed 
people in banks who sometimes knew and cared as much, or more, about the issues. 
That helped as well.” (Dutch EPFI 1, Interviewee 1)  

 
“I always remember the very first meeting we had with civil society [on the EP], 
and it literally was the FIs sat on one side here; BankTrack and all the others they 
were sat on the other side.  And it really was like a sixth form dance as I would call 
it, the boys on one side, the girls on the other and nobody was going to put their 
handbags in the middle and dance.  And it was ironic because [at] the last one we 
had, and … actually I made the comment in the meeting; everyone sat down and 
the NGOs all intermingled with the FIs. Which is an indication of how far we had 
actually come. So there is a genuine desire to listen from the FIs. We don’t just 
bring the NGOs in just for the sake of it and whitewash it you know, if there are 
genuine legitimate concerns we will listen to them and we will try and incorporate 
them into the next version or into whatever work programme we’re doing.” 
(Australian EPFI) 

 
 
EPFI interviewees outlined how at organisational level they found NGO expertise and 

assistance in the development of their E&S policies and procedures, be that related to the 

EP or their broader E&S risk management framework, of great benefit. Furthermore, they 

highlighted how they felt that the NGOs in question appreciated this.  
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“So we will target NGOs that we feel have value to add to a particular process… if 
you use the NGOs properly I mean they can really add to your policy development 
for example, and that’s where we typically use them…And I mean these can often 
be very detailed issues, I mean I remember a debate on our mining policy around 
the use of cyanide bleaching for gold extraction.  And you know, you get into quite 
a technical debate about okay, if you’re going to finance a gold mine which uses 
cyanide as part of its bleaching process, what sort of technology should you employ 
as a minimum standard?  And you know, clearly there are NGOs out there who’ve 
got scientists who’ve got very clear views on what it should be and industry may 
have other views…So it’s those sorts of discussions.” (Dutch EPFI 1, Interviewee 2) 
 
“When we [interviewee organisation] were developing our briefing notes on the ten 
sectors and the 50 activities, we did ask whether or not WWF would cast an eye 
over it, and they were happy to do so.  And I think they were - you know, an NGO 
is never going to applaud a bank’s initiative - but I think they respect the fact that 
we did that.  But, yes, it’s a case of which NGOs we’re engaging with. I think the 
more rational NGOs do understand that we’re doing a lot more than just project 
finance.  I think some of them do try to understand why we can’t be more open and 
we’re not just going to sort of roll over and tell them everything, because we can’t.  
Some of them are genuinely trying to understand that.” (UK EPFI 1, Interviewee 1). 

 
 
One early adoptee highlighted how they took NGO queries and concerns seriously and 

investigated them internally. He explained how engagement on these issues can often be 

challenging due to client confidentiality restrictions, but outlined how his organisation was 

trying to surmount such difficulties with NGOs. In turn the BankTrack Coordinator also 

mentioned that he felt that some EPFIs did indeed take their work seriously, even if all of 

their demands may not be addressed all the time. 

 
“They’ll come and tell us about something terrible that’s going on and we’ll tell 
them ‘we can’t tell you whether we’re involved or not, but sit down and then you 
can tell us what the issue is’.  And if we are involved we always pursue it and we 
go out to our customers or our managers or whoever’s managing it internally and 
we say ‘look, Greenpeace have said, or WWF have said, or BankTrack have said 
this, can you investigate it and find out what’s going on?’  And the NGOs, I think 
on the whole they believe that [Name of interviewee organisation] does investigate 
their claims, because they still come to us in that way and they tell us you know, 
what their fears are.  I mean we give them a hypothetical example, we say ‘well if 
somebody did come to us with an example like that, this is what we’d do …’ 
without telling them anything about client business.  So I think you know, their 
influence is there but their influence and that of many others really. But, yeah, 
they’re very helpful to us.” (UK EPFI 2) 

 
“I think they take very good notice of the things we write, but that doesn’t mean 
they will include everything we want.  And also within the banking sector there are 
groups that are more keen on incorporating certain things than others.” (BankTrack 
Coordinator) 
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 Hence, despite the remaining challenges, EPFI and NGO relationships within the EP 

organisational field had greatly improved over the course of 2003 to 2008. 

 
8.4.1 EPFI-NGO “Cooperation”, December 2007 
 
This movement toward greater cooperation between EPFIs and NGOs was also evident 

when they met for their annual meeting in December 2007 in Amsterdam. When 

interviewed in early 2008, the BankTrack Coordinator provided some examples of this 

closer collaboration between their members and the EPFIs. He explained that in preparation 

for the meeting, BankTrack had produced a list of items that they wanted to discuss at the 

meeting and that the EPFIs agreed to all of them, thereby allowing the NGOs to “define” 

the meeting. EPFIs just made one additional request i.e. that BankTrack would make a 

presentation about the governance of their own network of (now) 16 member, and 13 

partner, organisations to assist governance discussions overall.  

 
 “We came up with a list of things we wanted to discuss, and that became the agenda, 

completely.  We said, ‘This is what we want, and of course you might have other 
things’, but the only thing they came up with was a request for me to present our 
own governance structure….[T]here has never really been conflict about it [agendas 
for meetings] but we defined this meeting completely. And the other thing we said 
was, ‘we want to hear from you, we don’t want to just come up with our ideas on 
governance, we want to hear from you.’  So we requested presentations from the 
banks …[and] that’s what they did.” (BankTrack Coordinator) 

However, the sustained differences of opinion on EPFI accountability also emerged 

throughout the course of the presentation and discussion of the EPFIs’ proposed plans for a 

new governance structure as the BankTrack Coordinator, outlines below. 

 
 “So from the discussions [from 2003] on the need for transparency came a 

paragraph in the Equator Principles II [2006], plus a footnote leading to the 
[reporting] guidance [document in 2007], us commenting on the limited use of the 
guidance, and them now putting up that page on their website which is more 
explicit regarding which banks are reporting on that. But then came the surprise at 
the meeting - the other thing we always said is, ‘it’s nice that you have banks 
coming in but you need also a way to get banks out, to get rid of the free-riders’ - 
and now they’ve come up with something that’s very imperfect.  They’ve 
announced that reporting becomes the requirement to be an Equator Principles bank 
or not.  So if you fail on the reporting and you can’t deliver on what they have set, 
then at some point they will not consider you an Equator bank any more.” 
(BankTrack Coordinator) 
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To NGOs, the final decision for reporting to act as the only condition by which FIs could 

remain EPFIs was a highly inadequate approach to addressing the “free-rider” problem. 

This was especially the case given that criteria for EP adoption still did not exist, a one year 

“grace period” for reporting was being offered to new EP adoptees, and the minimal EP 

reporting requirements themselves were still not as stringent as the NGOs would have liked.  

 
 “So now it’s a very minimal change.  The only change is that once you have 

become an Equator bank…and there’s still nothing arranged about how you can 
become one it’s still just that you issue a press release and that’s it.  But once 
you’re in then the only condition they have now imposed on banks is not about 
implementation, it’s not about capacity; the only thing is that you need to report 
according to their guidance, within a year or within two years.  Because the other 
thing that happened, what’s sneaked in, is a bit of a softening of the requirements 
with this grace period. That’s now two years [in total], it means that you can come 
up with a press release in 2008, and by 2010 you need to come up with a report. So 
there’s two years when people don’t know what you’re doing….Our discussion 
went on about that, that if this is the criteria then it needs to become a lot more 
stringent than it is now, and the guidance is really insufficient as a way to weed out 
the free-riders.” (BankTrack Coordinator)  

 
This was particularly pertinent considering the findings of a BankTrack assessment of EPFI 

reporting, benchmarked against Equator Principle 10 reporting requirements and EPFI 

reporting guidance, also produced in December 2007. The findings of the report showed 

that of the EPFIs that adopted the EP before 2007 “40% did not meet the minimum 

requirements, 19% met them and 40% exceeded them” (BankTrack, 2007a, p.1). 

Furthermore, BankTrack continued to endorse the use of the Global Reporting Initiatives 

(GRI) Financial Services Sector Supplement (FSSS), as an effective means of improving 

bank transparency and disclosure in general (see Chapter Nine for some further discussion).  

 
In addition, NGOs had since 200782 requested EPFIs to produce a list of “Rosy Deals”, 

highlighting projects that had “worked” due to the EP, on their websites. The aim being to 

balance out the “Dodgy Deals” section on the BankTrack website. The NGO logic behind 

this was that if EPFI statements about the EP changing the nature of project finance deals, 

allowing projects to progress in a more E&S friendly manner could be believed, then there 

should be no problem being transparent about this.  

 

 
82 First proposed at the Ethical Corporation Sustainable Finance Event, September 2007, London, in which 
this researcher was present.  
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 “The whole thing [EP] is supposed to solve our problems, so they shouldn’t be 
worried about it if it’s all solved, because the Equator Principles are being applied.  
So ideally there is nothing to worry about because it’s all going well.  And if they 
believe in the strength of their own ideas then there’s no good reason why you 
wouldn’t be open about it.  I know why they are not open about it but the logic 
doesn’t hold. We also had a funny discussion: the fifth anniversary of the Equator 
Principles is coming in June [2008], and they were not aware of that. So I told them; 
‘Why don’t you start on your website a section called Rosy Deals?’  And someone 
who was in the room that had been in London [at the Ethical Corporation event in 
September 2007] came back to that.  So we talked a bit about that idea of the Rosy 
Deals and said ‘if you think things are all going great then put it up’ and then they 
said ‘if we are going to put something on our website calling it the Rosy Deals, then 
we’ll get criticism from you!” (BankTrack Coordinator) 

 
However, EPFIs for their part, reiterated the challenges they faced in addressing EPFI 

accountability and governance, that was reinforced by a presentation given by a lawyer in 

attendance at the meeting, which focused on the legal constraints of increased EP 

transparency. Yet, EPFIs outlined how the inclusion of a list of EPFIs on their website 

which highlighted whether they had reported on EP implementation or not, was their first 

practical step in addressing some of these issues. Furthermore, EPFIs concentrated on the 

introduction of their planned new EPFI governance/management structure to meeting 

participants. They outlined how the new structure would consist of: (1) a Steering 

Committee, made up of many of the original “group of ten” EPFIs; (2) a set of 7 Working 

Groups on Adoption, Best Practice, Governance, Outreach, Scope Review, Stakeholders 

and Climate Change83; and (3) an EPFI Chair to oversee Steering Committee and Working 

Group activities as well as engagement with the IFC.  

 
Despite NGO grievances about the reporting and broader accountability issues, they did 

welcome EPFI efforts towards a more effective governance structure, and appeared quite 

happy with the outcome of this meeting overall. As the BankTrack Coordinator outlined, 

NGOs had prepared their own list of requirements that they had wanted EPFIs to address in 

the meeting and in the end they were relatively content that these had been met. Had this 

not been the case, as this interviewee outlined, NGOs agreed that they would not have 

continued discussions with the EPFIs.  

 
 

 
83 Another Working Group on “Social Risks” i.e. specifically related to the social risk management of projects 
would be created in 2010.  
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 “Yes, absolutely, we were happily surprised about that meeting… We had been 
very cynical, we thought give it one more day, and we had a preparatory meeting 
here [in BankTrack headquarters before the EPFI meeting]. For each of the [EPFI 
meeting] items we tried to define for ourselves what would exceed our expectations, 
what would meet our expectations, and what would absolutely not meet our 
expectations.  And if the score would be, at the end of the day, that it never met any 
of our expectations on all these things, that would be it, we would completely give 
up talking to them at all about it [EP].  So we had a very structured approach to it; a 
benchmark.  But it [the meeting] exceeded our expectations so we keep talking.  
But they weren’t aware of us having that [plan]. But I think everybody felt like the 
best thing we can get out of it is to really talk, and that was a very good feeling.” 
(BankTrack Coordinator) 

 
This interviewee continued by stating that he did feel that the EPFIs were taking EP 

responsibilities more seriously. However, he also highlighted how there might be a 

difference between those people at the meeting and their internal “front office”/project 

finance colleagues whose “commitment” to EP application may be more difficult due to the 

practical realities of finalising deals with clients. Yet, in general, he highlighted how NGOs 

did understand that EP implementation per se was not an easy task for EPFIs; which is 

another indication of the deepening levels of understanding amongst these parties in the EP 

organisational field. 

 

 “The people there, yes, but the people in the front office, I don’t know.  Of course 
the people that come show a decision to take it seriously by coming to these 
meetings…[but] there are still some [EPFIs] that don’t come, and I don’t know for 
what reason.  So there’s already a sub-set of people coming there.  And that’s 
people mostly one level up who are trying to implement that in the organisation.  
And yes I think most of them want the Equator Principles to be properly applied.  
But the dilemmas of the individual project officer, who’s struggling with [EP] 
requirements on the one hand, and the need for signing the deal on the other; is a 
difficulty… [So] it was very much the effort of the banks to make us more aware of 
their everyday problems, and I always like to hear that, as it refines your thinking.  
But yes, some people were very honest about their problems, in making this happen. 
And we’re not naïve, we’re not dogmatic people and we don’t say: ‘we couldn’t 
care less, make it happen.’  We see that there are problems and you need to improve 
it.  And they made a commitment as well, they went into this, and they need to 
make it happen.” (BankTrack Coordinator) 

 
EPFIs interviewees appeared to be just as mindful of the EP commitments they had made 

and EPFI responsibilities to address them. 

 
“I’m also leading the Working Group on membership [Adoption] and we’re dealing 
with both how to become a member, what level you need to adopt, but also can we 
delete your name from the list [on the EP website] when you’re not reporting. And 
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that’s, of course, also a sensitive issue. But it is needed if you look at certain banks 
who just don’t respond, then the group is getting bigger and bigger and bigger. So 
you just need to have a certain mechanism. It’s again not on quality of reporting, 
you just can’t ask that as we are still a group of competitors; we can’t judge each 
other. [But at the same time] you should measure if EPFIs do something…. [so] we 
now introduced the concept of cessation so that if you do not report you’ll be 
removed from the list and you can’t be called an EPFI.” (Dutch EPFI 2) 

 
The new EPFI Management Structure “officially” came into operation in early 2008, when 

an overview of the proposed structure and the names of EPFIs that would be active in each 

role and Working Group was made available on the EP website84 (see Appendix 5).  

 
8.5 Chapter Summary  
 
This chapter critically assessed the evolution of the EP institutionalisation process towards 

better governance of the EP at organisational field level, as influenced by EP activities at 

organisational level and perceptions of the same at societal level. The chapter highlighted 

how accountability issues associated with EP institutionalisation formed the basis of this 

progression towards EP governance, largely between 2007 and 2008. Here, the need to 

“manage” the ever increasing number of EPFI adoptees, the possible “decoupling” between 

organisational field level EP criteria and organisational level practice, as well as the 

occurrence of “legitimacy gaps” between EPFI disclosures of EP implementation and NGO 

acknowledgement of the same, were critically discussed.  

 
This analysis evidenced how active, reflexive and knowledgeable EPFI actors’ experiences 

with EP implmentation at organisational level and awareness of EP governance 

“challenges” at organisational field level since 2003, led to the establishment of EP 

reporting as “the” compliance measure for EP adoption, as well as a new EP management 

structure, by 2008. In doing so, the “maturing” of the EP organisational field was also 

discussed, highlighting more “constructive” interaction between NGOs and EPFIs 

surrounding these EP governance developments.  

 

 
84 However, more detailed information is currently not available on the EP website about: 1) whether the EPFI 
Chair is nominated or volunteers, what their duties are, and how they are conducted and reviewed; 2) whether 
Steering Group members are nominated or volunteer and what their specific role is; 3) how the seven Working 
Groups operate, what their expected “output” is and how it is monitored and/or evaluated; and 4) whether 
non-reporting EPFIs will actually be removed from the EPFI network. This researcher was informed, by some 
EPFI interviewees and the (then) EPFI Chair at the UNEP FI conference in Cape Town in October 2009, that 
EPFIs are in the process of finalising a Governance Document that may address some of these issues. 
However, this has not been made available on the EP website to date (April, 2010). 
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While Chapters Six to Eight have provided a detailed account of the EP institutionalisation 

process over societal, organisational field and broad organisational levels, the following 

chapter focuses on the intra-organisational level, and conducts an in-depth analysis of the 

institutionalisation of the EP within the project financing process.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


