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A credit score system for socially responsible |ermag

1. Introduction

Financial institutions use credit scoring to digtish among good and bad
borrowers. For the majority of these entities adyborrower is simply the one who
pays back his loans. However, for social banks,dgborrowers are those that,
furthermore, perform activities with a social impabey do good in the ethical sense of
the word. Consequently there is a growing inteneshcorporating social issues into
credit score systems. Beyond assessing the nongudyprobability, these systems
should incorporate both the social commitment efdapplicant and the social impact of
the project to be financed. This paper presenteeditcscore model that incorporates
social and financial variables. Financial variabdes those commonly used by banks.
Social variables are not yet standardized, beihgtdopic for research (Vanclay, 2010;
IAIA, 2011; and GRI, 2011).

There are different kinds of social financial itgions. This paper focuses on
socially responsible lenders, which give loans tcialy orientated projects. One
example is ethical banks, who offer social retuasswell as financial returns, to their
depositors. Another example is the Community Dgwelent Financial Institutions
(CDFI), aimed at financially excluded enterprisese Appleyard (2011). Microfinance
Institutions (MFIs) give loans to the poorest, Maet (1999). Financial cooperative
structures also have a social aim, an example leeRbtating Savings and Credit
Associations (ROSCA), an informal savings and Isaheme, frequent in developing
countries, studied by Ambec and Treich (2007).

This paper proposes that loan applications preddntéhese kinds of entities be
assessed from a financial and a social point oivigeing financial institutions, they
should apply a scoring mechanism, in line with Basecords (BIS, 2004). But this
credit scoring has to be different from the oneliedpby a mainstream bank, where
only repayment matters. Social lenders should exarthie social side of the applicant
project: how many jobs are to be created, espgdmlldisadvantaged workers? What is

the intended impact in the community, or in theiemment?



The proposed decision-making model incorporatesk@sues, weighing them
up with financial issues for decision making by iallg responsible lenders. These
institutions have different missions; for exampsmme prioritize the environment,
whereas others prioritize women empowerment. Thdahiacorporates the importance
of each aspect, in a coherent way with the ingbibal mission. This is done by means
of Analytic Hierarchy Process (AHP) methodology $gaty (1980), a technique that
simplifies a multifaceted problem by means of hien&cal analysis methodology. AHP
allows incorporating the knowledge of specialistsdifferent fields within an expert
system and enables subjective judgments betwedaratit criteria. AHP has been
applied in social issues to aggregate measuresrpbr@ate social performance; see Ruf
et al (1998).

The model assesses the credit history of the apyli¢past), accounting
information and intangible assets from the appligeself (present), and the project to
be financed, from the financial and from the sopiinht of view (future). These criteria
are reflected in different measurable indicatorsiclv are evaluated by credit analysts.
Beyond a score, the model allows identifying theergjths and weaknesses of the

project to be financed.

The most challenging aspect of the model is howatae social impacts related
to organizational aims (Forbes, 1998; Munda, 20Bdgme and O’Connor, 2011).
Among all the different available approaches, tbei@ Return on Investment (SROI)
by REDF (2001) has been chosen. SROI tries to fisemssocial aims into financial
measures by using proxies. This is especially Uskiu scoring purposes. In our
approach, SROI results are weighed with the pratere matrix obtained through AHP.

The model has been tested on a real case: a |qdicadopn by a bike courier
company presented to a Spanish financial servioeparative. This cooperative has
limited resources and has to prioritize those a&ppibns that, being financially
sustainable, have a high social impact. This jiestithe need for a social credit scoring
methodology.

The rest of the paper is structured as followstiBe@ present a discussion on
socially responsible lenders, their credit scorisgstems, and the different

methodologies used for social impact valuation.ti8ec3 presents the social credit



scoring model. Section 4 illustrates a real loapliaption and its assessment. The final

section discusses the conclusions.

2. Socially responsible lenders and social impacssessment
2.1. Entities that finance social projects

There is a wide range of entities that fund sopralects. Different criteria can
be applied to establish a classification: the tgpenstitution, its mission, the way the
institution is funded, and the kind of financiakirument intermediated. This way, five
categories are found: ethical banks (1), finaneiafities with a social mission (2),
revolving loan and savings funds structures (3)giadoentities that do not collect
savings (4), and conventional banks that offer $ofor social purposes (5). Table 1
presents these categories, with a brief explanatiod the way they assess loan

applications.
***Table 1***

1. Ethical banks.These banks are a special kind of banks whosesdep
acknowledge that their savings will fund target up® focused on social or
environmental issues (Buttle, 2007). The most wodesd ethical bank is Triodos Bank,
a European-based bank, with 278,289 accounts g@83 ¥bans in 2010. Triodos Bank
first applies a negative filter to its credit ajggliions, rejecting sectors such as tobacco
or gambling, and then, it uses a traditional creddring (Triodos Bank, 2011).

2. Financial entities with a social missioA well-known example is credit
unions, which are self-help, cooperative finanamstitutions. Anyone can become a
member of a credit union within the accepted comrhbond of association, and its
members can make use of its services acceptingcah@sponding responsibilities
(Goddard et al., 2002). Many savings banks alsorigeto this category, providing
community outreach, and supporting charitable anidual activities. They do not
generally perform social responsible lending, bunhe of their lending activities are
intended for disadvantaged groups. Most of theangoare evaluated under financial

criteria, applying a filter when the loan is solyiariented.



3. Revolving loan and savings funds structurEsese entities are not pure
financial institutions. They are socially rootedtiatives that collect informal savings
coming from individuals or companies under revalvitban and savings funds
structures. An example is financial services coaies, whose members have to meet
certain ethical standards. Members deposit theimga in the cooperative and this
gives the right to ask for loans, when necessargdi€Capplications are evaluated by an
experts’ commission that represents cooperative lmeesn They analyse the financial
needs of the applicant, and the social aspectseohpplication, trying to find the most
suitable financial solution for the member and tfog cooperative. A similar idea lies
behind the Rotating Savings and Credit Associat{&@QSCA) structures in developing
countries; see Ambec and Treich (2007). A ROSCAectd its members’ savings and
redistributes them in a rotary way among all theniners. Every member enjoys his
loan, and the ROSCA ends. These loans are approyeal commission or all the
ROSCA members (Bouman, 1995).

4. Social entities that do not collect savingbese are non-banking institutions
funded by loans or grants. These funds are chathéd loans for individuals or
companies excluded from the financial circuit. Thaye, for example, non-profit
Microfinance Institutions (MFIs). According to Selmer (2002), in MFIs the
conventional credit scoring complements but dodsubstitute the personal evaluation
by loan officers. Community Development Financiatitutions (CDFI) also belong to
this category. CDFIs access grants and philantbiopestment and give loans to social

enterprises (Appleyard, 2011).

5. Conventional banks that offer loans for sociafgoses.Social issues attract
clients in conventional banks. This way, they ofecially responsible credit cards or
charitable savings accounts (Fock et al., 2011eyTdiso give loans, as for example
USA banks under the 1977 Community Reinvestment wbich requires depository
institutions to take affirmative actions to meeg ttredit needs of their communities,
including low income neighbourhoods (Johnson andké&a 1996). Financial
institutions have developed, from clients’ pastdabur databases, a good number of
credit scoring systems, applying statistical modmisexpert systems. They do not
usually analyse the social impact of the loan. édih they are not lenders, ethical
mutual funds and Social Venture Capital institusiqiVC) invest in socially driven

companies and they are deeply interested in thals@duation of the applicant.



2.1. Social impact assessment

The most complex part of a social credit score osi&@ Impact Assessment
(SIA). According to Burdge (2003) there is minintainsensus as to the definition for
SIA. Becker (2001), for example, defines SIA as iocess of identifying the future
consequences of a current or proposed action, whreh related to individuals,

organizations and social macro-systems.

Different social reporting standards emerge frorA. Slhe Triple Bottom Line
provides a framework for measuring and reportingpamte performance by using
economic, social and environmental parameters,nglkn (1997). Research is being
conducted into developing frameworks in organisegjoMingers and White (2010).
The Global Reporting Initiative (GRI) constituteBet world’'s most widely used
sustainability reporting framework, and follows theple Bottom Line approach (GRI,
2011). GRI is used by organizations of any sizetasgor location but allows excessive
arbitrarity (Moneva et al., 2006). There is no ISfandard for Social Impact
Assessment, whose existence may be desirable, &a(®006). In that sense, Tsai and
Chou (2009) propose four different management stalsdfor companies to obtain

sustainable competitive advantages.

A different approach to measure social impact is thocial Return on
Investment (SROI). It was first developed by théd&ws Enterprise Development Fund,
with the aim of assessing the economic value of jdie creation by its services
programs in San Francisco, REDF (2001). This ambraa based on cost-benefit
analysis and tries to transform social aims ima@dicial measures by using proxies. For
example, if a social project is hiring homelessivitials, one of the proxies would

assess the annual savings in homeless benefits.

Gutiérrez-Nieto et al (2009) present a revisionttd main social assessment
methodologies in the microcredit field. The ConstiNe Group to Assist the Poorest
(CGAP), an independent policy and research centrenwrocredit, analyse different
research methods used for data gathering and @sabydetect changes in client lives
from microfinance programs, CGAP (2011). The resfithis kind of assessment could

be incorporated in social credit scoring systentsciwhas driven this paper.



3. Modelling the credit scoring decisional process

This section illustrates a real case of social ilem@nd how a credit score was
obtained. It is a loan application presented tganth financial services cooperative,
Coop57. The research team asked Coop57 manager&aiocase data to develop and
test a social credit score methodology. The appligeas a bike courier company: La
Veloz. Both the funder and the applicant enjoy rstgmdards of commitment towards
society. They were pleased to collaborate withrdsearch team publishing their case,

which could help other entities looking for refeten in social credit scoring.

Coop57 is a social entity that intermediates sayimgit it is not supervised by
the Spanish Central Bank. It is a revolving loam aavings fund structure; built on
members’ savings, which are social enterprisessd leaterprises fund the cooperative,
and when they have financial needs, ask the cotwerfor a loan. When the 2009
financial crisis hit Spain, companies had difficest accessing bank loans. Cooperative
members’ financial needs are now higher, so itesessary to prioritize among loan

applications. These applications are assessedibgrecial and a social committee.

The credit score decisional system has been madeilln AHP (Saaty, 1980).

AHP, as a tool to build expert systems, allows rpoeating the knowledge of human
specialists in a given subject into computer saftwaExperts in accounting statements
analysis, in financial projections and in socialpant assessment collaborated in the
building of the model. Although there is commeraaftware that performs AHP, the
research team decided to build a tailored spreatidlased information system. That
allowed the calculation of financial ratios or disoted cash-flows and the matrix
calculus needed by AHP. The spreadsheet has four taias, representing each of the
AHP stages: (1) modelling, (2) prioritization, (@3sessment and (4) synthesis (Saaty,
1980). Figure 1 shows the credit score processlclese.

el Figure 1

1) Modelling. This first stage built the model to represent theislonal process
and selected the criteria to be assessed. Thisim@debased on the credit application
form used by the social committee and the finanmmhmittee of the cooperative. The

proposed model was verified and improved by thepecative’s board of directors. The



model has three main branches: history (past), eomnfpresent) and the project to be
financed (future). Each branch has several critand each criterion has a set of
associated indicators. Criteria are constructgntavariables that cannot be directly
measured. To enable the assessment of each ariteseries of indicators reflecting the
criterion were selected. These indicators are px@iables, which are measurable. For
example, some indicators associated to the “inmawvaftriterion are the number of

patents or the number of R+D projects. Table 2 shth& three main branches, the 26

criteria and a selection of the associated indisato
*** Table 2 ***

The first branch (History) aims at analysing thetpapayment behaviour of the
applicant. For this reason, three criteria werduithed: history of payments to the
cooperative (1), history with financial institut®mnd public sector (2) and history of
payments to suppliers (3). Some associated indiaie related to timely payments,
write-offs or lawsuits. They are obtained from mi@ sources or public records from
credit reference agencies.

The second branch (Present) tries to analyse riaadial health of the applicant,
as well as its intangible assets. The first fouteda analyse business growth (4),
profitability, efficiency and productivity (5), shieterm liquidity (6), and long-term
solvency (7). Indicators are financial ratios egteal form the last 5 years annual reports.
The second group of criteria analyses intangibdetss according to the three categories
suggested by Sveiby (1997) in his Intangible Assétsitor: human capital, internal
assets and external assets. Human capital crdaemniaat analysing the expertise of the
board (8), the skills of the staff (9) and the camgs labour responsibility (10).
Internal assets criteria assess the vision ancesatoherence (11), the quality of the
applicant processes and technology (12), and iggegeof innovation (13). External
assets criteria assess customers’ value (14), pipicant’s social image (15), its
commitment with the community (16) and the applisattansparency levels (17).

The third branch (Future) analyses the projectaditanced, from a financial
and from a social point of view. Financial criteldae based on classical financial
analysis, in terms of profitability (18), risks (1@nd liquidity (20). Profitability is

assessed in terms of discounted cash-flows to leddcthe Net Present Value and other



indicators. Risk is assessed by means of a riskbmathich combines the occurrence
probability and the impact of typical risks in busss analysis. One of them is the
reputational risk, which has a clear impact in abcompanies, Schaefer (2004). Finally,

liquidity takes common indicators such as the pagkb

To assess the social impact of the project, we tadaphe Millennium
Development Goals, the GRI framework and the GRiaRcial Services Sector
Supplement, GRI (2011). The first social criterisnmpact on job creation (21). The
second social criterion is impact on education .(Z2k third social criterion is impact
on diversity and equal opportunities (23). The fousocial criterion is community
outreach (24). The fifth social criterion is impact health (25). Finally, the last social
criterion is impact on the environment (26). All dfem have associated indicators
taken from GRI (2011). In the case of employmedtcation, community outreach and
environmental criteria, quantitative indicators aedculated using the SROI approach.
For example, to assess the social impact of joatiore first, the number of new jobs if
the loan was finally approved were estimated ferribxt years; second, outcomes were
mapped, such as the value of the wages, the taxksaial security contributions and
the unemployment benefits saved. These values takem form the Spanish Statistics
Institute. Then, quantitative data is obtained bjculating the present value of the
outcome applying the appropriate discount rate.

Notice that the model was designed to be comprérernd non-redundant.
Comprehensiveness means that any aspect that beudd interest in the credit score
process can fit into the model. Non-redundancy mé¢hat any of the aspects would fit
only in one of the criteria. This is because ongeaseither belongs to the present, the
past or the future, either is tangible or intangjldither is financial or social. The same

pattern has led the selection of the criteria ichdaranch.

2. Prioritization. In the second stage, members of the cooperativedboa
expressed their preferences individually by medngagwise comparisons among the
26 proposed criteria. To this end, they were as#edtheir preferences in a loan
application. For example, if they preferred impact employment or impact on
education. They were also asked on their degrgeedérence. For example they stated
that “the impact on employment is extremely prefdrover the impact on education”.
These individual preferences were aggregated bynsneathe geometric mean, and



after applying the AHP algorithm, the cooperativefprences were set. According to
Aczel and Saaty (1983) the geometric mean is th@ogpate rule for combining
judgments since it preserves the reciprocal prgpeftthe judgments matrix. No
inconsistency arose from the preferences of thedom@mbers. Figure 2 displays these
preferences in the form of weights. Preferencesegefthe mission/vision of the
cooperative, and what matters in giving loans.uess the board would like to update
them, they are going to remain unchanged. Figusv@als that, for board members, the
present of the company (50.2%) is more importaan tthe payment history (29.4%) or
the project (20.4%); the information provided fraamacounting statements is more
valued (59.05%) than the intangible assets infammai0.95%); and the social impact
of the project (67.53%) weighs more than finanpraljections (32.47%).

*** Figure 2 ***

3. Assessment. In the third stage, the value of the applicant ¢atbrs was
introduced in the system to enable the assessni¢hé different criteria. Members of
the social committee, as well as members of thenfiral committee, equivalent to bank
credit analysts, scored each criterion based oitatws values, by using a 7 point
Likert scale, ranging from excellent to extremeadyvl For example, a member of the
financial committee, after analysing sales andipgybwth ratios scored as “low” the
criterion “business growth”. The same procedure fediswed in the social assessment.
Social committee members, after analysing the nurabgbs created, the percentage
of handicapped staff and the SROI quantitative ,dassigned an “excellent” to the
impact on employment. Having several analysts etalg the loan application, their
assessments were aggregated by using the geometit

4. Synthesis. Finally, after multiplying board’s preferences witmalysts’
assessments, partial scores were obtained fora#ehion and each branch. The final
score is obtained from these partial scores. Tinal fscore is important, but the 36
partial scores related to criteria and brancheswalidentifying the strengths and
weaknesses of the application. These are showrafiig fight icons in the balanced

scorecard of Figure 2.

4. Assessment of the loan application presented bye bike courier company

10



La Veloz is a bicycle messenger company under tlopearative legal form. Its
values are based on equitable wages, the use tdirmalde and environmentally
friendly means of production like bicycles, andanenitment towards community. In
fact, the company chose to be based in an impdwestiseighbourhood. La Veloz is a
member of Coop57 since 2005. It has previously gagke five loans to expand its
business. The current situation of crisis has fedlients to delay their payments, and
banks have also tightened the conditions of logreyal. This time, they asked for a
60,000 € loan to be repaid in five years with mgnihstalments. The assessment of the

different criteria and indicators are explainedoiel

1. History. Given the long-term relationship that links La Velm Coop57, its
credit history was well known and positive. To &sseéhe history with financial
institutions and public sector, records from creeference agencies were searched. No
engagement in lawsuits and no presence in debistswere detected. The information
on La Veloz from suppliers was positive. The pagore is very high: 9.03 over 10 in
Figure 2.

2.1. The company:. accounting information. The economic crisis hit the
company which is reflected in business growth feiainratios. Despite the fall in sales,
jobs have been maintained, which has negativelctdtl productivity ratios. Finally,
solvency ratios reflect the mismatch between cbodes and payments, which led the

company to ask for the loan. The partial score2sover 10.

2.2. The company: intangibles. Among all the indicators, the following can be
highlighted: the awards received by managers a$ ageltheir experience, the high
educational levels of the staff, the lack of abseism from work, and the low level of
wage inequality. All indicators of vision and vatueere positive and coherent with the
daily performance of the company. Some weaknegssas & innovation, given the low
level of R+D investment. The management systems vaeceptable, presenting an
Enterprise Resource Planning, monthly budgets asth {low forecasts. Customers’
loyalty indicators were positive; the company disigld a remarkable presence in mass
media, and also actively participated in commungyworks. By contrast, the company
did not audit its accounts, did not present suatality reports, and its webpage did not

display updated corporate information. The pagadre is 9.81 for human capital, 8.64
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for internal capital and 5.74 for external capitahich after weighing gives an 8.92

Score.

3.1. The project: financial criteria. The Net Present Value was positive, but low.
The risk level of the applicant was low, given firebability and impact of each risk
analysed. The possibility of new competitors entgthe market and a scenario of high
interest rates should be watched. Loan securibizatias not possible, which negatively
affected the liquidity criterion. The partial scases.11 over 10.

3.2. The project: social criteria. The project hardly has an impact on education,
neither on health nor on equal opportunities. Thact on employment is noticeable. It
was assessed through SROI using the following diata the Spanish Statistical
Institute: average wages in the sector, averagebtaden in Spain and freed up

resources associated with unemployment benefits.

The company is based on a street of an impoverisbaghbourhood. By using
SROI, the positive impact of having the companyeélean be quantified by considering
the wages and expenses saved by the city counséddurity. Local police surveillance
costs were taken as a proxy of the security fedlinthe neighbourhood, due to bike

messengers passing by.

Two environmental aspects were assessed through: SR@Nngs in CO2 from
using bikes instead of vehicles based on fuel copsion, and savings in waste
treatment due to recycling practices. As a proxyheffirst outcome, the average price
of CO2 emissions by the CO2 trading market wasnaRg using bikes for delivery, 50
CO2 tons were saved annually. As a proxy of thers@®utcome, the estimated cost
per ton of waste processed was taken, gettingfdatathe regional government. The

recycling activity of the company saved 0.5 tonsvaste.

The final score of the social impact of the projec8.54 over 10. Quantifying
the social impact through the SROI technique had dight on interesting issues.
Contrary to what was expected, environmental benefithe bike courier activity were
low in monetary terms, because the average pric@Q# emissions by using bikes is
16,39 € per ton, and the estimated cost of wasteegsed is 61,68 € per ton. The

community outreach of the project was much moreviait in monetary terms, as well

12



as its impact on employment, just considering thatrage annual wages in the sector

are 14,400 €, and annual savings in unemploymendfite are 7,014 €.

The scores of the three main branches are 9.08igtory, 6.72 for the situation
of the company and 7.43 for its future project.eAfpplying their weights, a final score
of 7.54 over 10 is reached. Given all the abovears, the applicant qualifies for the

loan, with some recommendations to improve somecasf the company.

5. Conclusions

Many different entities perform social responsildieding: ethical banks, social
entities that collect savings and microfinanceiinsbns are the most relevant. They
usually employ a credit score system that reliefirancial aspects. They generally use
a social filter that rejects non suitable appli@as on the basis of a negative impact on
the environment, or vetted sectors such as tobacgambling. This paper proposes the
use of well formalized social credit score systemss means that social aspects of the
credit application should be evaluated with the sameticulousness as financial aspects
are analysed. To this end, some Social Impact Assast (SIA) methodologies could

be useful.

A model for social credit score has been propokexbntain three main aspects:
(1) applicant credit history, (2) the present ditwa of the company, evaluated from
accounting information, as well as from intangilalssets information, and (3) the
project to be financed, evaluated from the finanarad from the social point of view.
The model proposes the assessment of the followiogal aspects: impact on
employment, impact on education, diversity and eguaportunities, community
outreach, impact on health and impact on the enmenmt. These criteria are reflected
in a good number of measurable indicators. Theg&=turn On Investment (SROI) is

one of them, very appropriate for a credit score wuits quantitative nature.

Each funder has a different mission: for examptenes prefer environmental
protection and some others aim at women empowermepbssible way of including
the preferences of the institution in the soci&ddr score is using Analytic Hierarchy

Process (AHP), a methodology enabling subjectidgiuents between different criteria.
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Through AHP, the knowledge of the financial anayas$ well as SIA analysts has been
introduced within the decision support system. Mrg, the social credit score system

implements the mission and know-how of the lender.

The model has been applied to a real loan apmicgdresented by a social
enterprise (bike messenger) to a financial servioeperative. The paper illustrates the
four stages followed to develop the social credibre system: (1) modelling, (2)
prioritization, (3) assessment and (4) synthesie model obtains a final score that
qualifies the loan application. Beyond score, gtes and weaknesses of the
application are identified. In the analysed catsestrengths were its solid credit history

and its social assessment, in terms of impact qri@ment and community outreach.
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Socially
responsible lender

Concept

Credit score

Ethical banks

Financial institutions that only fund target
groups or causes, generally social and/or
environmentally orientated.

Purely financial score. Previously, they
apply a negative filter to avoid projects
with a negative impact on social or
environmental issues.

Financial entities
with a social missior]

Financial entities with a social mission:
members’ self-help, or a percentage of profitg
allocated to charities. They grant social and
conventional loans.

Purely financial score. Sometimes they
apply a positive screen to finance
socially oriented projects.

Revolving loan ang
savings funds
structures

Social institutions with a social mission,

generally members’ self-help. They collect
savings from its members and only grant loar
to them.

A commission representing its members
assesses loan’s applications. To meet
ssome social criteria it can be compulsory
to become a member and apply for a
loan.

Social entities that dg
not collect savings

Social institutions that only fund target groups
or causes, generally social and/or
environmentally orientated. They do not colle
savings. Examples are non-profit Microfinanc
Institutions and Community Development
Financial Institutions.

Sometimes the score does not exist: the
applicant or business just needs to belong
ctto the target group. For example, poverty
pscorecards to assess the poverty level of
the applicant before asking for a loan.

Conventional banks
that offer loans for
social purposes

Conventional financial institutions that offer
social and conventional financial products. Th
social issue is a small niche market for them.

Conventional financial score, based on
eexpert systems or multivariate
mathematical models.

Table 1.Entities that finance social projects
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Figure 1. Flowchart of the social credit scoring decisionaqess
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Branch Criterion Indicators examples
1. Historv with our compan Payment delays, overdue debts or lawsuits from
) y PaNY | internal records on past relationship with the iapit.
Histor 2. History with financial Risk public data from companies that assess
y institutions and public sector | creditworthiness.
3. History with suppliers and | Overdue or unpaid trade bills from customers and
costumers suppliers.
4. Business growth Financial ratios such as turnover growth or profits
growth.
5. Profitability, efficiency and | Financial ratios such as staff productivity and
Accounting information  productivity efficiency ratios, ROE or ROA.
6. Short-Term Liquidity Financial ratios such as working capital or quiatia.
Financial ratios such as financial expense coverage
7. Long-Term Solvency . )
ratios, debt or solvency ratios.
Leadership and management skills of the management
8. Management board board, such as awards received, years of exper@nce
Human educational levels.
capital 9. Staff Attitude, knowledge, and motivation skills of thtafé
10. Labour responsibility It;cems measuring the quallty of the relationships
The etween the company and its employees.
. Items measuring the coherence between vision and
company 11. Vision and values -
values and the activity of the company.
Internal Use of adequate processes and technology such as
. 12. Processes and technology .
. capital intranet, e-commerce, or cash flow budgets.
Intangibles :
13. Innovation Inn(_)vatlo_n levels, measured by the number of R+D
' projects financed or the number of registered gaten
14. Customers Value of the applicant’s customers, measured by the
) length of customer relationships or the complaartipc
15. Social Image of the Presence in the mass media, awards and recognitions
External company or web page popularity.
capital Presence in social and neighbourhood networks, or
16. Networks . - . .
customers and suppliers with good social reputation
External reporting indicators such as publicly &alae
17. Transparency : . -
annual financial statements or sustainability repor
18. Profitability Net. Present Value of the prOJect. based on hypoghese
on income and expenses evolution.
. . . . Risks associated to the project such as brain drain,
Financial criteria 19. Risks . :
harmful lobbying or reputation fall.
20. Liquidit How and when the investment will be recovered,
-H4 y measured by the pay-back.
Number of jobs created, and SROI calculated on the
basis on applicant's average annual wages, taxes an
21. Impact on employment - ; S
social security contributions and unemployment
benefits saved.
Number of people that will improve their educatibna
22. Impact on education levels and SROI calculated on the basis on the obsts
The loan training courses within the company.
23. Diversity and equal Percentages of insertion jobs, ethnic minorityfsiaf
opportunities handicapped employees to be hired.
Social criteria How the project increases community income or
reduces misbehaviour among young people, measured
24. Community outreach by the staff volunteer time devoted to the comnwnit
or the purchases percentage made to suppliergin th
neighbourhood.
How the project promotes healthy diet or reduces
25. Impact on health mental disorders, measured by the reduction of sick
leave and savings in medicaments.
. Tons of CO2 saved by reducing emissions and tons of
26. Impact on the environment .
waste saved by recycling

Table 2. The model: branches, criteria and examples of atdrs.
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Figure 2. Screenshot of the decision support system, shothim@ppalanced scorecard, which includes board'ghtgiand scores.

21




