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Stories and Storytelling in UK Banking

By Peter Jones™ and Daphne Comfort

The twenty first century has witnessed wide-ranging changes in the banking industry
and these changes have brought a number of challenges for customers and employees.
Many banks have looked to employ storytelling as one way of trying to help both
customers and employees to accommodate these changes and challenges. This
exploratory paper looks provide a range of illustrations of the ways in which the UK’s
leading banks have publicly employed stories on the Internet as part of their external
and internal communication programmes and offers some reflections on the role of
stories within such programmes. The paper reveals that the UK’s five leading banks
all publicly employ stories, which address a number of issues including business
successes and achievements, customers’ experiences, environmental and social
commitments, career development, employees’ work experiences and the history of
banks and their branches. The authors suggest that these themes collectively looked to
reinforce the banks’ fundamental emphasis on trust, confidence, and customer
relationships. At the same time, while the findings of the paper revealed that the
stories are exclusively positive and are essentially scripted to cast banks in a
favourable light, the authors counsel caution in that there is a danger that such stories
may not always be fully representative of a bank’s relationships with its customers
and employees.

Keywords: UK Banks, Stories, Trust, Confidence, Opportunity, Customer Relationships.

Introduction

The twenty first century has witnessed wide-ranging changes in the banking
industry. World Finance (2018), for example, argued ‘the banking industry is
undergoing a transformation — an ongoing evolution that is seeing change at
every level and in every corner of the planet. It first started some 15 to 20 years
ago, with the arrival of the internet. Things have moved on considerably since
then: nowadays, cutting-edge technologies and innovative business models, such
as artificial intelligence, blockchain, crowdfunding and cloud computing, are
among the most important disruptive forces in existence. This burgeoning
entrepreneurial ecosystem has helped these new technologies to thrive across a
multitude of sectors.’ This in turn, has meant that the way banks think about
building and maintaining relationships with customers have been changing
rapidly and dramatically. Lacerte (2016), for example, suggested that ‘as
customer demand for new and better digital experiences reaches a fever pitch, the
way banks think about building and maintaining relationships with customers 1S
changing — fast. Once the cornerstone of the banking experience, face-to-face

“Professor, School of Business and Technology, University of Gloucestershire, UK.
"Research Associate, School of Business and Technology, University of Gloucestershire, UK.
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interactions with customers are no longer a given. Increasingly, banks are
interacting with customers through mobile and online banking transactions.’

At the same time, working practices within banks have changed dramatically.
Developments in ICT have brought many changes. On the one hand, they have
reduced the need for bank branches and between 2011 and 2014, for example,
there was an 11% decline in the number of jobs within banks in Britain (BBA
2015). Such job losses generate an uncertainty amongst employees and can in turn
lead to a lack of commitment and engagement. On the other hand, developments
in ICT have demanded new working regimes and practices, and skill sets soon
become outdated. Regulatory changes, many attendant on the banking crisis,
have brought changes in organisational structures and accountability and in
working practices and have led to the need for an empowered and inclusive
workplace culture.

Plumbaum (2017) suggested ‘banks are under pressure. Fewer and fewer
people frequent bank branches to seek advice or use local services. This
increasingly eliminates the opportunity to convince customers of one’s own offer
in direct contact, to establish a basis of trust and to bind them emotionally 10 their
own bank in the long run.’ Further Plumbaum (2017) argued ‘banks must be able
to approach customers emotionally without personal contact and make abstract
products and services understandable, tangible and, ultimately, desirable. One
means of achieving just this is called storytelling.” More generally, Ryder (2017),
writing under the American Marketing Association banner, argued that ‘business
leaders must exhibit the interpersonal and business communication skills that
allow them to form positive relationships with others’ and that ‘when it comes
to establishing and maintaining those relationships’, then ‘one communication
technique really shines—storytelling.” With these thoughts in mind, this
exploratory paper has two objectives, firstly to provide a range of illustrations
of the ways in which the five leading banks within the UK have publicly
employed stories on their corporate websites as part of their external and
internal communication programmes and secondly to offer some reflections on
the themes underlying these stories. As such, the paper’s contribution is to
shine some light on the role of stories in business communications within the
UK banking industry. The main body of the paper begins with a short review
of the emerging literature on the role of stories in business communication and
with a description of the frame of reference and the method of enquiry, which
underpins the study. This is followed by illustrations of the range of stories
posted on their corporate websites by the selected UK banks, which prompts
some critical reflections on the role of storytelling in internal and external
business communications of the UK banking industry.

Literature Review: The Role of Stories in Business Communications
Storytelling - simply defined as the cultural activity of sharing and

interpreting experiences - is as old as the human race and has traditionally been
used to share, and pass on, knowledge, values, myths, legends, fables and religious
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beliefs, from one generation to another and across geographical space. Initially,
storytelling was conducted though drawings and word of mouth communication,
though over time the written, and then the printed, word became an increasingly
important storytelling medium. Osman (2014), for example, argued ‘transcending
barriers of language and culture, storytelling is one of the oldest art forms in
history, utilised to transmit cultural, moral and complex information in a simple,
engaging and meaningful manner.” More recently, the Internet, digital technology
and social media have all facilitated and enhanced storytelling and the Internet
has been described by the author Neil Gaiman as ‘a new version of oral
storytelling’ (Buzzfeed 2015).

In many ways, stories inform and illuminate all walks of life, and in recent
years, there has been increasing recognition of the role of storytelling in the
business world. Gill (2015) defined ‘corporate storytelling’ as ‘the process of
developing and delivering an organisation’s message by using narration about
people, the organisation, the past, visions for the future, social bonding and
work itself, in order to create new point-of-view or reinforce an opinion or
behaviour.” PricewaterhouseCoopers (2017) suggested that ‘storytelling is one
of the most powerful tools available to effective communicators’ and Reissner
and Pagan (2013) suggested that ‘storytelling in management practices has
evidently enjoyed increasing popularity in recent years, as managers have sought
to organise both business processes and professional relationships through more
symbolic means.’

Within the business world, the role of storytelling has been employed both
within companies and organisations and as part of the external communication
process. Internally, stories as used, for example, as method of communication
with employees, in business leadership, in developing and strengthening employee
loyalty, in promoting career progression and staff development opportunities,
and in business process management. Gill (2011a), for example, claimed that
‘the use of corporate stories by management is an engaging means to building
employee loyalty during change through strengthening support and connection
with employees for the organisation’s culture, policies and leadership.’ Gill
(2011b) also suggested that ‘corporate storytelling can be an engaging and
effective means of internal public relations.” At the same time, Career Builder
(2016), the international public relations consultancy, argued ‘storytelling has
become a new tool in recruitment because it makes corporate culture, values and
traditions tangible to outsiders’ and that ‘stories offer companies an original way
of communicating information and reaching target groups they otherwise wouldn't
reach.’

Externally, companies are increasingly listening to customers’ stories, and
they use stories in recruiting new employees, in communications about their
corporate sustainability commitments and achievements, more generally in raising
the reputation and awareness of an organisation among external stakeholders and
in branding. Dowling (2006), for example, argued that ‘by creating and telling an
engaging corporate story, corporate reputation can become a more valuable
strategic asset.” In emphasising the virtues of ‘learning from customer stories’,
Gorry and Westbrook (2011) suggested that ‘few managers and even fewer
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executives hear customers speak, in their own words and ways’ and they
counselled ‘senior executives to lead by example, to listen to customer stories,
to learn from them and to share them with others in the executive suite.’ Stories
have also become an increasingly important element in branding, and more
specifically in conveying what a brand stands for and the provenance of that
brand. Singh and Sonnenburg (2012) suggested ‘the branding literature has
long recognized the power of storytelling to provide meaning to the brand and
practitioners have used storytelling to enhance consumers' connections with
brands.’

While this literature review is brief, it is identifies the key ways in which
stories are seen to be contributing to both internal and external business
communication. More specifically, the authors cited a number of quotations in
order to illustrate the importance a number of academic researchers attached to
the role of stories and storytelling in various arenas of business communication.
As such, this review provides a loose structure that is used both to report the
findings of the paper and also to inform the discussion. That said, some of the
themes raised in the discussion span storytelling for both internal and external
audiences and thus there is no direct mapping of the themes from the findings
into the discussion.

Frame of Reference and Method of Enquiry

Banks provide some of the core services of a financial system, including
holding deposits, providing payment services and lending to households and
companies. The UK banking system is large compared to other developed
countries and particularly international in nature: both in terms of the scale of
foreign bank activity in the United Kingdom and the scale of the international
operations of UK-owned banks. The banking system within the UK is often
described as concentrated, Burrows and Low (2015), for example, working out
of the Bank of England emphasised ‘the banking system in the United Kingdom
is particularly concentrated.’ That said, Barty and Rickets (2014), writing on
behalf of the British Bankers Association argued ‘the UK banking system is not
Jjust one market’ but ‘a collection of product markets’ and taking these various
product markets into account reinforces ‘the UK'’s position as one of the least
concentrated sectors in Europe.’

However, for the vast majority of bank customers a small number of large
banks represent the public face of British banking. The retail and commercial
banking market in Britain is dominated by just five banks. HSBC, Barclays,
Lloyds Banking Group, Royal Bank of Scotland Group, and Santander, who
account, for example, for over 85% of all current accounts, though some of the
five companies operate more than one banking brand in the UK. The Lloyds
Banking Group, for example, includes Lloyds, Bank of Scotland and the Halifax,
while the Royal Bank of Scotland Group includes National Westminster and
Ulster Bank. A summary of the size and characteristics of the five leading banks is
provided in Table 1. The table reveals some variations amongst the leading banks
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in that while HSBC, the world’s seventh largest business, has the largest operating
income and total assets of all the five banks, it hadsfewer branches than Barclays
and the Lloyds Banking Group. Lloyds Banking Group has the largest share of
both current accounts and gross lending while Barclays has the largest number
of branches. That said, the numbers of branches and employees of all the five
major banks have been declining for some years, and this decline reflects mergers
within the industry, cost cutting measures, competition from new entrants,
changes in the nature of banking transactions and the growth of alternative
means of accessing bank service (Edmonds 2018).

Table 1. The Five Leading Banks in the UK (2017)

. Share of Share of
Operating | Total Number | Number Gross
Current ;
Income Assets of of Accounts Lending
(Ebillion) | (Ebillion) | Employees | Branches (%) (%)
HSBC 11,493 1,958 225,000 1,073 12 7.1
Barclays 3,541 1,113 80,000 1,464 18 9.0
Lloyds
Banking 3,547 812 75,000 1,210 27 16.0
Group
Royal
Bank of 2,289 738 80,000 587 18 12.0
Scotland
Santander 1,984 1,270 190,000 945 10 9.8

Source: Statista 2019a, Statista 2019b, Statista 2019c.

In an attempt to undertake an exploratory review of the ways in which banks
were employing stories and storytelling in their public corporate messages, the
five banks named above, namely HSBC, Barclays, Lloyds Banking Group, Royal
Bank of Scotland Group, and Santander, were chosen for study. The authors
conducted an Internet search for information, using the key phrase ‘stories and
storytelling” and the name of each of the five selected banks. This search,
conducted in October 2018, using Google as the search engine, revealed all five
selected banks posted what they explicitly labelled as stories but that the number
of stories varied, in that HSBC posted 15 stories, while the corresponding figures
for Barclays, Lloyds Banking Group, Royal Bank of Scotland Group and
Santander were 69, 23, 21 and 44. These stories were listed under different
banners including ‘Your Stories’, ‘Success Stories’, ‘Our History’, ‘Client Stories’
and ‘Branch Stories.’

A selection of these stories provided the source material for this paper. In
selecting the stories, the authors pursued a simple interpretivist, rather than a
systematic approach, which might, for example, have employed content analysis.
The authors believe their impressionistic approach is appropriate in an exploratory
paper, which looks to illustrate the ways the leading banks employed stories as
part of their internal and external communication programmes. Further, the
authors included a large number of verbatim quotations in an attempt to capture
the details and emotions of the stories as vividly as possible. All quotations are
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numbered in the main body of the paper and listed under Bank Web Sites at the
end of the paper. The specific examples and selected quotations drawn from
the stories were used for illustrative purposes, with the principal aim being on
reviewing how the selected banks employed storytelling in their corporate
messages and not on providing a comparative evaluation of the storytelling
process. The paper is based on information that was posted on the Internet, and
thus in the public domain, and the authors took the view that they did not need
to contact the selected banks to obtain formal permission prior to conducting
their research. At the same time the authors recognise that their study has its
limitations not least that it is based exclusively on bank stories posted on the
Internet and on authors’ interpretation of these stories.

Findings

The Internet search revealed that all five of the UK’s leading banks publicly
posted a range of stories on their corporate websites to address a number of
themes. Stories about employees’ work experiences, career opportunities and
development and employees’ work experiences were told principally, bur perhaps
not exclusively, for internal audiences. Externally, stories focused on business
successes and achievements, the history of banks and their branches, customers’
experiences, and social and environmental commitments. Under the banner, ‘Our
Stories’, Barclays (2018a) for example, invited readers to ‘discover life at
Barclays, from amazing career journeys, big projects and brilliant programmes,
to our charity initiatives and community work.’ In a similar vein, Lloyds Banking
Group listed ‘Stories About Businesses’ (Lloyds Banking Group 2018a), 'Branch
Stories’ (Lloyds Banking Group 2018b) and ‘Stories About People’ (Lloyds
Banking Group 2018c) and ‘Our Colleague Story’ (Lloyds Banking Group 2018d)
on its corporate websites and Santander (2018a) posted a number of ‘Client
Stories.” Messages, photographs, video clips and cameo case studies were widely
used in the storytelling process.

Some of the selected banks use stories to promote career development. Under
the banner ‘Career Development Day Stories: The Big Success’ Royal Bank of
Scotland (2018a), for example, Marian Kamara, a Senior Project Analyst in
Mandatory and Regulation Change with the Royal Bank of Scotland, described
working with subject matter experts and business leaders to drive through
compulsory change projects. Marian claimed ‘t’s a really interesting role
because you're always looking at new things. For example, one of my last
projects was on Open Banking, which is one of the hottest topics in the banking
sector right now’ (Royal Bank of Scotland 2018a). Marian argued that the two
careers day she had attended had helped her first, to change direction in the
bank, and then a year later, to win promotion. In a similar vein, Narinder
Kudhail, now a Performance Consultant in Royal Bank’s Internal Audit team,
previously worked at branch level, and told the story of how her participation
in a career development day helped her to progress her career.
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Under the banner ‘Our Colleague Story’ Lloyds Banking Group (2018d),
claimed ‘together we make it all possible’ and that ‘we have a proud heritage of
leading the way and that doesn’t stop here — through simplification, digitisation
and innovation we enable our colleagues to better serve our customers. We are
working together to help shape the financial services of the future.’ Further,
Lloyds Banking Group (2018d) argued ‘we have a diverse and inclusive workforce
and encourage all colleagues to thrive — whoever you are.’ his general message
was illustrated with five specific stories, including that of Anthony Francis, a
recent graduate, who is ‘already helping Britain prosper by working on a range
of multimillion IT projects. By making the most of the diverse opportunities
available at Lloyds Banking Group, he’s built trust, gained confidence and
delivered success beyond expectations’ (LIoyds Banking Group 2018e). The
story continues ‘Anthony sees his role as part of a bigger picture, and that’s
inspired him to achieve and explore more. He’s found the support he needed to
deliver real change — such as creating agile and flexible systems to help first-
time homebuyers’ (LIoyds Banking Group 2018e) Anthony himself commented
‘It’s good to I know I can continue on this career path and make a success of it.
But I know there are loads of alternative options across the business, and that’s
pretty exciting’ (LIoyds Banking Group 2018e).

The banks also used stories to illustrate other features of their working
practices and operations. The Royal Bank of Scotland (2018b), for example,
offered advice on ways to handle conflict at work. This advice was rooted in the
recognition that ‘an office is a diverse place’, and that ‘during your working life
you're likely to come into contact with people with all kinds of backgrounds,
beliefs and perspectives.’ Further, the story suggested ‘it shouldn’t be a surprise
that you'll inevitably run into some disagreements’ Which ‘might be over
something as simple as a misunderstanding, or it could be something more
substantial, like the direction a project is taking’ (Royal Bank of Scotland 2018b).
The bank then outlined a number of ‘tips for how to handle disagreements at
work’” (Royal Bank of Scotland 2018b) including addressing disagreements openly
rather than ignoring them, putting emotions to one side, listening closely to a
colleague’s argument, looking to find common ground and concentrating on the
facts rather than the person.

Externally, all five of the banks featured business success stories. Santander,
for example, posted over forty stories outlining its work with a wide range of
clients. One story told how Santander provided tailored cash flow support for
Coultons Bread Limited. This wholesale and distribution bakery company,
which operates in the North of England, has an annual turnover of £20 million
and cash flow is important because the business is effectively based on large
numbers of small quick transactions. Santander took time to get to know the
business and its owner, and then proposed tailored solutions that helped to free
up cash. The solution was to set up competitive invoice discounting at all the
company’s sites and to arrange for all the company’s drivers to deposit cash,
using chip and pin cards, at Post Offices on a daily basis, rather than relying on
depositing cash with banks once a week. Coultons’ owner, Howard Hunter,
argued ‘At Coultons, our business is built on relationships, and we have to talk

275



Vol. 5, No. 4 Jones & Comfort: Stories and Storytelling in UK Banking

to each other on a daily basis to make sure we can deliver to our customers. The
relationship we have with our banking partner is just as important’ (Santander
2018b). Further, Howard Hunter emphasised ‘If something goes wrong, I need to
be able to get on the phone and speak to someone who can smooth things over
while I sort it out. With Santander, I know that when I do have to ask for
something, they are always there’ (Santander 2018b).

A number of the stories of Santander’s business relationships have a strong
international dimension. ‘Cornish Sea Salt Grows its global footprint’ (Santander
2018c), subtitled ‘Cornwall is a land steeped in legend but this salty business story
is no myth’, for example, uses a three-minute video clip, to demonstrate how
Santander helped the company to expand and develop a new product range. The
video clip, included pictures of the rugged Cornish coast, pictures of the product
and meetings between company executives and senior managers within the bank.
In the clip, Mark Sullivan, the company chairman claimed that ‘Cornish Sea Salt
is now a global brand and our vision had always been to take the product out
internationally and to take the brand out to people in a way they can really
understand what we have in Cornwall’ (Santander 2018c). Paul Julian, a
Relationship Director at Santander then explained that once he had ‘recognised the
potential of Cornish Sea Salt, it was a case of sharing my enthusiasm with others
within the bank and bringing in the right people to assist’ (Santander 2018c).

Mark Sullivan further argued ‘the great thing about Santander is they 're
hugely international and their mind set aligns to ours, in terms of walking the talk
around the world’ (Santander 2018c). Julie Ounsworth, the bank’s International
Director for the South West, suggested that ‘Santander’s global presence gave
us a deep understanding of local markets all around the world and that enables
us to give our customers great opportunities’ (Santander 2018c). The company
IS now exporting to 33 countries and Peter Abel, the bank’s Director of Capital
Growth outlined how Santander provided the company with a flexible funding
structure, which allowed the business to reinvest its profits back into expansion
opportunities rather than repaying its debt capital. This in turn, he explained,
has facilitated investment in the company’s sales and marketing programme, in
new production facilities and a new product range for sea therapy. In summary,
Paul Sullivan asserted that Santander ‘were bringing to bear a hands on
perspective of companies around the world and how to work with them’ and
that they were ‘creative, dynamic and proactive and have really been there for
us in crucial times’ (Santander 2018c).

HSBC (2018a) also relayed a number of ‘Success Stories’ drawn from its
international operations. The story entitled ‘Making connections with emerging
markets’ (HSBC 2018b), for example, told of a client in Europe who had won a
contract with a major mobile ‘phone business in Latin America, giving
exclusive rights for buying, storing, packing and distributing some 50 million
mobile phones, and who required major financing. HSBC outlined its solution,
namely, ‘with our infrastructure and resources in Latin America we were able to
support a deal of this scale. We used long-standing connections in this emerging
market, working with our Madrid-based HSBC Commercial Banking team, who
have strong links with the telecommunications industry’ (HSBC 2018b). HSBC
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also reported that the bank was able to secure the necessary funding for the
client and gave the client access to cash management, foreign exchange and
local banking services. In ‘Creating a Dynasty’, HSBC (2018c¢) told the story
of how the bank successfully worked with ‘one of Asia’s wealthiest tycoons who
was looking to secure his legacy and create a dynasty’ in the face of ‘extremely
complex succession and family governance issues, with different branches of the
family involved in different parts of a business empire that spanned the globe.’

Lloyds Banking Group (2018a) listed 50 ‘Stories about Businesses’. Under
the banner ‘Making Dreams Come True’ (Lloyds Banking Group 2018f), for
example, the bank told the story of Karen Marlow, a customer or 30 years, who
took a loan from Lloyds Bank to buy an established business in Lowestoft, along
with commercial premises, to pursue her dream of owning a hairdressing salon.’
The story describes how James Burraway, the bank’s local business development
manager, took Karen through the application process and provided business advice
and support ‘on her journey to becoming a business owner (Lloyds Banking
Group 2018f). Karen endorsed the support she had received with the following
statement ‘I’ve banked with Lloyds for a good few years now and they have been
the security behind me when I've needed it. So for my next journey as a business
owner, here | am again, with the confidence and support that they have given me
to enable me to buy my own business’ (Lloyds Banking Group 2018f). James
Burraway commented, ‘it’s incredibly rewarding to be able help people like Karen
achieve their dreams’ (Lloyds Banking Group 2018f).

HSBC (2018d) posted ‘Our Story’, a 34-page document illustrated with a
large number of images, which outlined the origins and development of the bank.
The first half of the document outlines the first century of the bank’s activities,
from its establishment in Hong Kong in 1865 and its expansion into Japan, India
and the Philippines. Moving into more modern times, HSBC described how Hong
Kong ‘established itself as one of the world’s most important centres from the
1960’s onwards’ (HSBC 2018d) and how in 1982 HSBC ‘closed a deal with the
UK’s Midland Bank that would finally deliver the European piece of the global
Jigsaw.’ General themes throughout the story are the role of the HSBC (2018d) is
‘connecting customers to opportunities’ and supporting growth’.

Under the banner, ‘Branch Stories’ Lloyd’s Banking Group (2018a) outlined
how it had ‘been supporting households, businesses and communities in Britain
since its foundation in 1765.° This message was illustrated with stories,
accompanied by a photograph, of eight of the bank’s longstanding branches
including Newcastle, Canterbury, Cambridge, Truro and Stafford. The building,
which houses the Grey Street branch in Newcastle, for example, originally dates
back to the sixteenth century and first became a bank in 1788, originally to finance
the coal mining industry. The story of the Cambridge branch first opened in 1894,
and accompanied by a photograph of the interior of the bank, was described, as ‘a
fine example of neo-gothic architecture’ (Lloyds Banking Group 2018g) and was
designed by Alfred Waterhouse, who also designed the Natural History museum
in London. Lloyds took over the branch in 1904.

Stories about banks’ social and environmental contributions and achievements
were also prominent. In endorsing Barclay’s (2018b) story of Green growth’
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associated with an onshore wind farm in mid Wales, Neil Fleming, the bank’s
Director of the Infrastructure and Project Finance Team, claimed ‘with Barclays’
strong track record in supporting renewables projects, we saw our part in this
key venture through the provision of debt finance as a natural fit’ (Barclays
2018b). This story concerned the refinancing of a 12-turbine wind farm at
Tirgwynt in Powys, North Wales. The wind farm, which has a 25-year life span,
will provide renewable energy to power over 20,000 homes, following the
agreement of a long-term power purchase agreement with an energy services
company. Barclays (Barclays 2017) also told the story of how it is ‘unleashing the
green economy in Asia. Here, the focus is on Barclay’s work with the Unreasonable
Group, which looks to serve as a catalyst in helping to support entrepreneurs to
create new employment opportunities while also addressing key environmental
issues.

Barclay’s (2018c¢) story about developing its ‘LifeSkills’ programme designed
to help young people reach their potential, featured Baroness Karen Brady, a
prominent business personality in the UK and Chair of the LifeSkills Advisory
Council. Barclays set up the LifeSkills in 2013 to help to address high levels of
youth employment, the needs of contemporary businesses and the perceived
lack of quality career guidance and work experience in schools. In the following
three years, some three million young people took part in the programme. In
supporting the programme, Baroness Brady, suggested ‘before this programme,
there was such a lack of quality work experience for young people and it’s a
catch-22 because they need to gain the skills for the world of work to be able to
get into the world of work. A lot of businesses worry what they’ll do with a
teenager. But I think they are underestimating young people. There’s something
hugely rewarding about helping a young person on the path and giving them
advice and inspiration to go and find their way’ (Barclays 2018c).

Under the headline ‘Stories about People’, Lloyds Banking Group (2018c)
told the story of how the bank is ‘Building Britain’s Digital Skills’ (LIoyds
Banking Group 2018h). Here the bank describes how in 2017, ‘we 've helped
more than 708,000 people, small businesses and charities improve their digital
skills. They include those who visited one of our Bank of Scotland Digizones,
where our colleagues are helping people improve their digita/ skills’ (Lloyds
Banking Group 2018h). The Digizones are dedicated spaces located within
branches, where our colleagues can speak with and help customers to get
online, to use Wi-Fi, and to outline the benefits of digital, banking online. This
story was illustrated with details of how a Bank of Scotland customer, Betty, is
‘now banking online for the first time thanks to the free training that was
provided in one of our Digizones. Branch colleague, Counter Support, Jamie
Kelly helped Betty to get online with regular sessions in the branch using
Betty’s tablet’ (Lloyds Banking Group 2018h). Another of the ‘Stories About
People’ (Lloyds Banking Group 2018c) told the story of Louise Harper, from
Lloyds Banking Group’s Retail Learning Team, who volunteered to organise
digital awareness sessions for people over 50 years of age in a community
centre in Swindon.
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Discussion

All the selected banks employ stories on their corporate websites, as part
of their external and internal communication programmes. These stories address a
wide variety of specific themes as outlined above, but two sets of issues merit
discussion and reflection. Firstly, the ways in which storytelling can help to
develop trust and confidence, foster opportunity, forge and enhance relationships
and might also be seen to contribute to the selected banks’ brands, and secondly
the ways in which stories are used by the five leading UK banks

Firstly, many of the stories address the themes of trust and confidence, which
are central to banks’ relationships with their customers. Skvarciany and Iljins
(2015), for example, argued ‘trust in commercial banks is considered to be one
of the vital factors affecting the success of commercial banks’ activities’ but
suggested ‘however the level of trust in banks has decreased during last years
and is quite low at present.’ The factors underpinning this loss of customer trust
and confidence were summarised by Llewellyn (2014) ‘the scandals surrounding
British banking are well known, the banking crisis, several examples of banks mis-
selling financial products to vulnerable customers, attempts to rig LIBOR and to
manipulate the foreign exchange market and mis-treatment of SMEs.’

The stories cited in this paper look to emphasise trust and confidence
within the banks’ business in a variety of ways locally and the internationally.
At the local level, for example, in the story Santander’s support for a local bakery
company in the North of England, trust and confidence are conveyed in the
company’s owner’s message that ‘with Santander, | know that when | to have to
ask for something they are always there’ (Santander 2018b). In a similar vein,
in the Lloyds Banking Group’s story about the hairdressing business in Lowestoft,
Karen Marlow, argued ‘for my next journey as a business owner, here | am again,
with the confidence and support that they (the bank) have given me to enable me to
buy my own business’ (LIoyds Banking Group 2018f). At the international level,
trust and confidence in Santander’s commitment to Cornish Sea Salt was
evidenced by the company Chairman’s endorsement that the bank had ‘really
been there for us in crucial times’ (Santander 2018c). Trust and confidence can
also be seen to be reflected in stories about the history of banks and their branches.
Here, the stories and the photographs that accompany them were told to emphasise
a bank’s solidity, its continuity and long standing trading tradition.

Another underlying message within a number of the stories is that of
opportunity. This was reflected in both external and internal communications
programmes. Externally, the banks were keen to emphasise how they can open
up, and extend, a wide range of opportunities for individual and corporate
businesses and enable them to rise to the challenges of the changing business
environment and of new markets. The theme of opportunity was also clearly
reflected in the story of Barclays support for the LifeSkills programme that, offers
career guidance and work experience for substantial numbers of unemployed
young people. Perhaps more parochially, there are opportunities for retail banking
customers to learn new skills, that facilitate easier routine banking transactions
while also help to reduce digital exclusion within some parts of society. Internally,
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a number of the stories look to demonstrate the variety of career development
and progression opportunities for existing employees within the banks. Here
the accent can be seen to be reassuring and motivating employees at times of,
often dramatic, change in the working environment within the banking industry.

The selected banks also look to use stories to forge and enhance relationships
with existing and potential customers and as such, storytelling can create
emotional connections that can strengthen both personal and commercial financial
relationships. Credibility and authenticity can be vitally important in developing
successful business relationships and the selected banks consistently cited and
named specific employees and company owners and executives to emphasise
the authenticity and authenticity of their stories. Howard Hunter, the owner of
Coultons Bread, for example, claimed ’our business is built on relationships’, and
argued ‘the relationship we have with our banking partner is just as important’
(Santander 2018b). More specifically, the banks employed stories that have a
strong human dimension and strike a potentially powerful emotive chord. This
was reflected, for example, at a personal rather in Karen Marlow’s story of the
establishment of her new hairdressing business and in the story of Lloyds
Banking Group helping Betty to bank online and to develop her digital skills.
In this latter case a photograph of Betty holding her I-Pad and smiling, that
accompanied the story, looked to emphasise the emotional content of the story
and of the relationship between the customer and the bank.

Employing video clips in storytelling can be a valuable way of producing
engaging and interesting content, creating an emotional connection between a
company and its customers and in developing relationships. Pera and Viglia
(2016), for example, argued ‘video storytelling has tremendous power compared
to written storytelling as it favours the occurrence of the emotional dimension
of consumer relationship experiences transforming individual consumption
experiences into collective ones. Further Pera and Viglia (2016) suggested ‘by
building relationships among members, customers are building a relationship with
the brand.’ The Cornish Sea Salt video clip, gives a live voice to the engagement
and to the development of the ways of working and business relationship between
the company’s chairman and senior executives at Santander and allows both
parties to give their endorsement to the relationship.

The stories outlined in this paper might be seen as fashionable methods of
communication, and as such to mirror the more general interest in storytelling
in the business world. At the same time, they can also be seen to contribute to
the bank’s corporate brands. On the one hand, for example, many of the stories
portrayed the banks’ success in building relationships, rooted in trust and
confidence, with generations of customers and demonstrated how the banks
were responding to the needs of their customers. On the other hand, a number
of the stories about employees, which were focussed, for example, upon inclusion
and staff development opportunities, look to cast the banks in a progressive
light. While many of the stories have a strong emotive appeal, they have a clear
corporate stamp, and they were designed to enhance the banks’ brands and
were choreographed to that end by the banks. However, there is an issue of
differentiation here, in that branding is widely seen to offer important
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opportunities for companies to differentiate themselves from their competitors
and to enable consumers to know what to expect. While the specific details of
the stories posted by the UK banks vary, as illustrated earlier in this paper, in
many cases some of the underlying messages, for example about the bank’s
role in fostering business success and in providing career opportunities for
employees, are very similar. On the one hand, the underlying similarities between
many, but not all, of the banks’ stories might be seem, in part at least, to
undermine the role of storytelling in branding. On the other hand, such similarities
might be seen to be characteristic of the activities and ethos of large banks and,
as such, to be a hallmark of their identity.

Secondly, while the findings reveal that the selected banks employ stories
that are exclusively positive and were scripted to emphasise their commitments
to trust and confidence and to the ways they look to forge successful business
relationships and to contribute to social and environmental wellbeing, there are
issues surrounding the way storytelling is employed. On the one hand, for
example, concerns might be seen to arise when both customers and employees
are approached to contribute to, and feature in, bank stories. On the one hand,
employees might feel that a refusal to contribute and provide a positive
endorsement could prejudice future career progression. Here Maagard (2014),
for example, argued that employees must ‘not merely be a mouthpiece for the
management’ and concluded that employees’ messages ‘put into relief not only
the difficult balance between authenticity and promotional force in corporate
communication, but also the entanglement of participant roles, in organizations’
co-construction of employee stories to serve strategic purposes.’ In a similar
vein while commercial and corporate customers who have received financial
support from a bank may understandably be keen to provide positive messages,
they too may be reluctant to comment on any testing episodes in their relationships
with their bank. On the other hand, there may be times when both employees and
customers are flattered to be asked to contribute their stories for publication on
corporate websites. That said, in such circumstances, they might look to enhance
and embellish their stories to highlight their personal or business success stories.

There are also issues surrounding the relationship between the ‘particular’
and the ‘general’, in that the stories cited in this paper have been chosen and
choreographed by the banks to show their business operations in a favourable
light. While these stories can be seen to have a strong human interest and
powerful emotive appeal, they cannot necessarily be seen to be representative
of all the selected banks’ dealings and relationships with its customers and
employees or of its approach to social and environmental issues. As such, the
selected banks can be seen to be building storytelling into their corporate
communications with small successful episodes in an attempt to counter the
often very critical media coverage of more fundamental and large-scale problems
the banking industry has faced in recent years. This is not to call into question
the authenticity of the stories cited in this paper, per se, but rather to suggest they
should be seen against the wider picture not only of the relationships between
banks and their customers but also of the role of banking industry within society.
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More generally, there are concerns about the dominant contemporary
approach to storytelling in the business world. Gearin (2018), for example,
suggested that ‘storytelling has become a loaded term’ and that when corporate
writers ‘engage in storytelling it suggests they are operating at a higher level ,
following in the grand traditions of Homer, Rowling and Spielberg. Hammond
(2017) argued ‘not only is the term “story” overused in the world of
communication, it is also widely misused.” Hammond (2017) argues that in the
‘classical oral storytelling tradition’ Stores ‘were never set in stone but forever
changing as they were told, influenced by audience reaction and then re-told.’
Looking to the future, Hammond (2017) suggested that digital environments
not only offer ‘accelerated interactivity’ but ‘still echoes the ancient tradition
of storytelling by mirroring the importance of the audience in the process. In
both instances and across centuries, the audience and consumers are there to
listen, to develop and to share.” More speculatively, the paper begs the question, to
whom are the stories addressed. On the one hand, a number of the stories
illustrated in this paper are targeted at the banks’ employees and, as such, they
form part of staff development and career development reference materials.
The banks may also use stories about customers’ successful business ventures
when promoting their business services and in prospecting for new business
clients. However, the level of customers’ interest in stories about the banks’
social and environmental achievements, let alone in stories about their employees,
business successes and histories, remains very much to be seen.

Conclusions

Many commentators claim that storytelling has grown in importance within
the world of business and it is now widely employed in corporate communication.
This exploratory paper illustrates some of the ways the leading banks within
the UK have used stories as part of their external and internal communication
programmes. More specifically, the paper outlines how the banks’ stories address
a range of themes including business successes, both corporate and individual
customers’ experiences, career development, employees’ work experiences,
environmental and social commitments and the history of banks and their
branches. The authors suggested that these themes collectively looked to reinforce
the banks’ more fundamental emphasis on trust, confidence, opportunity and
customer relationships. At the same time, while the findings of the paper revealed
that the stories are exclusively positive and are essentially scripted to cast banks in
a favourable light, the authors counsel caution in that there is a danger that such
stories may not always be fully representative of a bank’s relationships with its
customers and employees.

The authors recognise that the paper has its limitations, as outlined earlier,
but they believe that it provides an initial commentary on the ways the leading
banks within the UK use storytelling in corporate communications and that, as
such, it provides a platform for future research. Looking to the future, such
academic research might profitably look, for example, to explore how banks
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identify and develop stories, of if, and how, such stories are effective in building
trust, confidence and in forging customer relationships and if, and how, customers’
perceptions of, and responses to, such stories influences bank patronage behaviour.
Researchers might also explore how banks in other parts of the world, and
more widely financial services companies, employ storytelling as part of their
external and internal communication strategies.
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The Effect of Allocative Efficiency of Free Markets
on Entropy and its Implications on Taxes

By Stephan Unger

This article shows that the entropy in a free market is maximized under the allocative
efficiency condition. In contrast to that, it is shown that any pre-determined allocation, as
it is the case with the collection and distribution of taxes, exhibits a higher probability
of minimizing the entropy in the system, where the loss in entropy corresponds to the
deadweight loss caused by the excess burden of taxation. The implications are that
any chaotic system, or exchange economy, converges to an optimal structure of wealth
distribution which maximizes social welfare, in contrast to a randomly, pre-determined
distribution of wealth.

Keywords: Entropy, Social Welfare, Deadweight Loss, Perfect Competition, Allocative
Efficiency, Taxes.

Introduction

Adam Smith argued in his seminal work, "The Wealth of Nations" (1776),
that the invisible hand of free markets, also known as the first welfare theorem,
channels an economic system to reach the correctly required level of production.
This required level of production would lead to a system where all resources are
optimal allocated.

Arrow and Debreu showed mathematically that free markets reach an
equilibrium that is Pareto efficient in allocation (Frank 2003). In the state of a
Pareto efficient allocation the entropy of the system is at its maximum.

The notion of entropy was first defined by Carnot in 1803 (see Oliveira 2014)
but got adapted by Boltzmann (1866), Gibbs (1878) and Maxwell (1871). The
domain of entropy is widely spread among thermodynamics, statistical mechanics,
communications and information theory.

Technically, entropy is an extensive state variable that is definable for any
material substance or any system. The term "extensive"” means that it is
proportional to the "size" of the system (like volume or mass) in contrast to an
"intensive” variable (like temperature, pressure or density). The term, along with
the underlying concept, was introduced by Rudolph Clausius, in the 19" century,
to help explain the tendency of temperature, pressure, density and chemical
gradients (in fact, all sorts of gradients) to flatten out and gradually disappear over
time. The physical law behind the concept is deceptively simple to state: If the
system is isolated and closed, so that it does not exchange matter or energy with
any other system, its entropy increases with every physical action or transformation
that occurs inside the system.
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Entropy can never decrease in an isolated system or in the universe as a
whole. When the isolated system reaches a state of internal equilibrium its entropy
Is maximized. When two systems interact with each other, their total combined
entropy also tends to increase over time. This non-decreasing property, roughly
speaking, is known as the Second Law of Thermodynamics, or just the “entropy
law". (Ayres 1996)

In information theory, entropy defines the average amount of information
produced by a system. In terms of an exchange economy, entropy encompasses all
information about all transactions taking place. Considering that any kind of
wealth distribution among all agents in this system is based on this information, a
state of maximum entropy is desirable. Jaynes (1965) established the principle of
maximum entropy which states that "the probability distribution which best
represents the current state of knowledge is the one with largest entropy".

The distribution of wealth in a system in which entropy is not maximized
means that the distribution does not consider all information embedded in the
system, meaning all economic data and variables. Therefore the realized distribution
can also not be optimal. According to the second law of thermodynamics, every
natural system tends to maximize entropy by increasing its complexity. By adding
information to the system, the complexity of the system increases. By sufficient
addition of information it can be shown that the system converges to an equilibrium
which is optimal.

Such collective mechanisms are e.g. given in a free market environment
where each unrestricted transaction taking place serves as an additional input of
information, thus optimizing the distribution of wealth in an economy.

There are two ways to determine the collection and distribution of wealth in
an economy: Through a social market economy or a free market. The existence of
a centralized entity in a social market economy is sufficient but not necessary as it
might administer the actual distribution of wealth. Concurrently it is highly
inefficient to have the centralized entity decide about the shape of wealth
distribution as the probability that this determination is optimal converges to zero
with increasing amounts of trials to realize an optimal distribution of wealth.

In contrast to that, a determination of wealth by a free market is based on the
system's agent's learning progress through trial and error by the implicit generation
of information in every iteration. Robinson (1969) suggests that the seller may be
conceived to equate marginal revenue to marginal cost “either by estimating the
demand price and the cost of various outputs, or by a process of trial and error”.

Therefore learning outcome is evaluated at each distribution step in terms of
realized entropy. The probability that the system reaches an optimal status, with
respect to its maximum entropy, increases as the number of trials increases as
information N — co. This paper shows how the maximization of entropy leads to
an optimal distribution of wealth.

I will first give an overview of wealth distribution in a social market
environment vs. a free market environment. Then we take a look at the starting
conditions necessary to determine the evolution of a tax collection regime with
subsequent redistribution of wealth vs. the consolidation of a wealth distribution in
a free market.
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After explaining the difference of wealth distribution evolution in both
systems, | will explain the concept of entropy maximization in an exchange
economy, showing that the quality of a certain realized wealth distribution can be
measured by the Kullback-Leibler divergence, even if the optimal distribution is
unknown.

Finally, I will analyze centralized taxation and its implications on the
deadweight loss, as well as its meaning to entropy in an exchange system.
Additionally I will briefly explain the effect of entropy on monopolies.

Wealth Distribution in a Social Market vs. Free Market

"Prior to the passage of the 16™ Amendment in 1913, the United States
government funded its operations mainly through excise taxes, tariffs, customs
duties and public land sales. The federal government had relatively few expenses
compared to today and did not have as much need to raise large amounts of
money. The U.S. government was capable of paying for its expenses without an
income tax prior to 1913 largely because it had fewer responsibilities. Thomas
Eddlem noted in "The New American” that the federal government's
responsibilities were limited to basic operational matters and did not include such
modern expenses as social insurance programs, welfare programs or agricultural
subsidies." (Gabriel 2018)

Article I, Section 9 of the U.S. Constitution states, "No Capitation, or other
direct, Tax shall be laid, unless in Proportion to the Census or enumeration herein
before directed to be taken." A federal income tax had been enacted in 1861, but
was struck down as unconstitutional by the Supreme Court in 1895 because it was
found to be a direct tax outside the constitutional constraints. Congress removed
these limits in 1913 with the passage of the 16th Amendment, which allows it to
impose income taxes specifically, "without regard to any census or enumeration."

The history shows that a social system is able to function without the
imposition of personal income taxes. Raising taxes on income lowers purchasing
power and the allocation ability. If no taxes were imposed, an agent could
determine his own allocation and spending amount towards system relevant
factors such as energy, health, social security or pensions.

On the supply side, every agent would observe the realized spending
distribution and prices would be set according to the willingness of providing the
services requested. The probability that both agents don't equilibrate is initially
very high, thus information entropy is very low in this system, because none of the
agents knows the other agents adjustment capability.

Negotiation among both agents might lead to a market clearing price. This
price might be an exchange price for two commaodities, but might also be the
exchange between one unit of labor and a commaodity. For the system, information
entropy would increase. Considering many agents, entropy is very small at this
stage with just two agents contributing towards an n-agent's system entropy with
just one cleared market price.
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The process of finding a market equilibrium in which some services clear will
accelerate as soon as more and more information is revealed on the supply as well
as on the demand side, thus entropy increases as the complexity increases, because
more and more transaction information has to be considered. As entropy increases,
resources are allocated more and more efficient towards relevant and market
clearing sectors. All sectors start getting priced fairly which means that wealth
starts getting distributed optimally. Moreover, economies of scale will lead to fair
pricing, e.g. electricity provider will be able to produce at rates which consumers
will be willing to accept.

For a market clearing system with maximum entropy, the probability that the
wealth is distributed optimally converges to 1. Therefore, a system which pre-
determines the shape of the distribution of the resources just realizes one possible
outcome of an N-trial entropy-maximizing system. The probability that this
outcome is optimal vanishes with increasing number of trials.

Prerequisites
Social Market System

First we need to define the starting conditions for the two systems subject to
comparison: The social market exchange economy and the free market economy.
In order to run an N-trial exchange system the starting values are set randomly in
both systems.

For the social market economy we can assume that a central entity chooses
with a certain probability the distribution of wealth W, conditional on the tax
collection distribution T, based on available market information such that

P[T“-V}P W
P(WI|T) = T{} , 1)

provided that P(W), P(T) = 0. P(T|W) is hard to evaluate since in a social
market environment, the distribution collection of taxes given a certain wealth
distribution is exposed and subject to political debate and choice. Therefore we
can interpret P(W|T) as measure for redistribution of wealth. P(W) is the
probability of realization of a certain wealth distribution and P(T) is the
probability of a certain tax collection choice.

The tax brackets are subject to change, based on constant updates. The
problem a social market system faces is that with increasing number of updates (or
iterations), the complexity of the system increases too. This makes it impossible
for a central entity, besides political pressure, to update its distribution conditional
on all information.

Moreover, the social market system faces this problem in two ways: First, in
the determination of the tax collection brackets, and second in the choice of
redistribution of the wealth. As we will see, the problem of system complexity
turns out to be crucial when it comes to the determination of a socially optimal
distribution of wealth.
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Free Market System

A fundamental requirement for a free market to exist is pure competition.
There is general agreement upon concrete circumstances which are prerequisite to
the functioning of pure competition. Professor Chamberlin asks: (1) that the
number of buyers and sellers be large “so that the influence of any one or several
in combination is negligible”; (2) and that an identical good be offered by all the
sellers. (Triffin 1947c¢)

Perfection of the market is identified with the identity of the product. In a free
market environment the starting condition is set by buyers and sellers who
negotiate about a transaction price. Their negotiation may also be based on given
market information, e.g. cost of resource, cost of labor, comparable goods, etc. By
realization of transaction prices A, the distribution W is formed successively,
where each new transaction price, displays new information, serving as input for
the generation of subsequent transaction prices. Thus, the distribution of wealth in
a free market environment is based on realized transaction prices:

PWAMm)) = T2, @
provided that P(W), P(A) = 0. P(A|W) is generated successively, simply by
realization of transaction prices based on the given distribution of wealth, where
the starting distribution of wealth might not be equal among the agents due to
different endowments of resources, etc.

Since T and A are functions of N iteration steps, both systems might face the
same starting conditions, but as we will see, will develop in a different way over
time, due to different complexity accumulation.

Entropy Maximization in an Exchange Economy

Assuming that we denote the unknown optimal distribution of wealth by X
and the approximating distribution, either set by a government, as Y;; or determined
by the free market, as Y. To determine which distribution approximates better X,
we can measure the Kullback-Leibler (KL) divergence. Since the distribution with
the least distance to the real distribution is the preferable one, we need to minimize
the KL-divergence. By minimizing the KL-divergence between X and Yg,
respectively X and Yz we automatically maximize the entropy of the system as

GOy ()= DX I1Y;) = — X7, p(x)log (i%) S0asN o |, (1)
fy »p)=DX 1Y) =X, p(x)log(%) —»0as N — oo, (2)
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where X is distributed as p(x), Y as g(x) and ¥ as f(x). For large N we can find

the best parameters, which minimize the KL-divergence for both approximating
distributions:

D(X 11 V) = — XM, p()log(EEX) = — 7% p(x)log(p(x))

p(x)
— T, p()log(glx w)), ®
D(X 11 ¥) = =TI, p()logC ) = =TI, p()log(p(x))
~ T, p()log(fGxi w)), O

where — XM, p(x)log(p(x)) is constant.

Therefore the KL-divergence gets minimal if the terms — XL, p(x)log(g(x; w))
and — XM, p()log(f(x; w)), defining the entropy, get maximized. That means
that with increasing number of N transaction prices, the KL-divergence converges
to its min.

Thus, a free market environment can always generate and encompass more
information than any fixed chosen distribution. This leads to the conclusion that a
free market framework approximates more accurate any optimal distribution of
wealth than a chosen distribution. The reason lies in the fact that any central entity
which chooses a certain distribution can only consider a certain amount of
complexity of the system, and is thus limited in gathering all market information.
Of course this condition holds just if the rate at which the complexity of the system
increases is below the rate at which information is generated.

Efficient Allocation

To prevent a system without tax payments from a collapse due to social unrest
the agents will have to self-organize by efficient allocation of their resources.
Since the system consists of learning agents, the system will yield for an
equilibrium i* with probability p;-, which is Pareto-optimal for all system entities.

For production to happen at marginal cost and equalizing marginal benefit of
the consumers, all information has to be known (meaning that the system
complexity is at its maximum), thus entropy has to be maximized.

In order to ensure that the system is allocating its resources efficiently by
maximizing its entropy it has to satisfy following Shore and Johnson axioms:

e The maximum p;- has to be unique.

e Predictions about the resource allocation should be coordinate invariant.

e Subset independence: If the probability or realization of a resource
allocation path pg- is increased and the probability or realization of
another resource allocation path p;- is decreased then no other realizations
p..- are affected.
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e System independence: The predicted joint probability of realizing two
resource allocations must be the product of the predicted marginal
probabilities.

Efficient allocation prevails when the marginal cost equal marginal revenue,
thus when the quantities @ * are exchanged at an efficient price P*. Both functions,
g(x) and f(x), try to approximate these efficient quantities and prices.

In order to measure if g(x) or f(x) better approximates X, we have to take the
model which maximizes the likelihood function log(L) = ¥}, p(x)log(p(x; w)).
By using the Bayesian Information Criterion (BIC) we can determine which
distribution approximates better the optimal distribution:

BIC = —2log(L) + K = log(n). (5)

A small BIC is preferred, therefore we are interested in evaluating the
performance of g(x) and f(x) when N — <o and how the BIC changes:

dBIC d d

= K = - (log(n)) = Elog(n), (6)
dBIC K
dn = n (7)

We can see that the rate at which the BIC information criterion gets minimal
is when N — co. Since g(X) is fixed, N < cowhereas f(x) is not fixed, thus allows
N — oo,

The rate at which the BIC approximately changes is:
P+(3)(@-0)=r+(5)(@-0).  ®
(P,—P)=2+>(Q - Q), €)

K P;—P
K_ 1 (B=P)

1
n 2 (-0}’

(10)

d(P*,B)NQ" — Q) =I 5 1=l —% «[log(P, —P) +log(Q*—@)11.  (11)
A system without a central entity determining how many resources are levied
and subsequently allocated is automatically not able to maximize its entropy.

In such a system, the entropy H(X) is the average information available to all
entities which are part of the system:

H(X) = —Xp, pilogz (p;). (12)
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In a system where a central entity determines the resource allocation, the
resource allocation is a deterministic function, or in other words, the probability
for a random allocation to a certain project to be optimal is zero:

If p; = 0, then p;log, (p;) = 0 since

lim,_q p;log,(p;) = 0. (13)

The result implies that the probability for an infinite set of trials to minimize
the entropy of the exchange system is higher than for just one pre-determined
distribution of allocable resources.

This implies that resource allocation is only efficient in free markets.

Any pre-determined resource allocation is just one possible outcome of any
randomly generated resource allocation. Equipping a central agency with the
power to impose and levy taxes means adding constraints to the system. If every
entity in the system is free to choose its optimal resource allocation with respect to
its individual risk preference and utility function, then the aggregate utility is
Pareto-optimal. This implies also that such a system would be socially sustainable.

Deadweight Loss

The deadweight loss (DWL) is defined as the loss in welfare by realization of
an equilibrium in an exchange economy under imposed taxes. The socially
optimal equilibrium should prevail where marginal cost of production equal the
marginal cost of benefit, or when supply meets demand. By the imposition of
taxes, the market is just able to realize quantities less than it could produce in the
optimum and faces a reduction in the marginal benefit as realized prices for
demand side are higher and on the supply side are lower than in the social
optimum. The implications of this loss in welfare are well known (Hausman 1981,
Case 1999, Hines 1999, Lind and Granqvist 2010). What is interesting is how the
rate of complexity reduction, and thus the loss in entropy in a system with a fixed
choice of wealth distribution, can explain the size of the deadweight loss:

DWL ==(P,—P)(Q" = Q)+ (P —P)(Q" - Q) (14

= (@ - QB —PY+ (P =PI =3(Q"— Q)P—P),  (15)
& . A K
DWL = d(P*,P)A(Q" —Q) =l I

=115 * [log(P; — P) +log(Q" = Q)11 (16)
- pwL =225, (17)

The welfare loss caused by taxation can therefore be explained by the rate at
which information cannot further contribute towards the complexity of the system
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caused by a determined tax brackets and wealth distribution. The difference
between a social market entropy and a free market entropy could be interpreted as
the opportunity costs of information.

An increase in information, as given in a free markets setup, maximizes the
complexity, thus the entropy of the system, and yields to an optimal wealth
distribution. But since the complexity of the system increases not to the power of n
(the number of information bits), the BIC information criterion tends to get
minimal as N — oo, where the BIC information criterion measures the Kullback-
Leibler (KL) divergence between an unknown social optimal wealth distribution
and a realized wealth distribution. The reason for the superiority of free markets
vs. a pre-determined wealth distribution can be explained by the phenomenon that
the increase in information entropy of the system leads to allocative efficiency in
the market, which minimizes the KL-divergence, as can be shown and measured
by the BIC.

The rate at which the optimal wealth distribution is approximated,
respectively the pre-determined wealth distribution is outperformed, corresponds
to the rate at which information is added to the system, namely

H(X) = —%opi Ziey p (0log() & <5, (18)

where i is a welfare-state and p; (x) is the probability of x given i as the previous
welfare-state with a given wealth distribution.

Allocation under a Monopoly

One of the critics of free markets is that they tend to form monopolies that
allocate resources non-optimally. Monopoly exists for Mises (1963) when "...the
whole supply of the commodity is controlled by a single seller or a group of sellers
acting in concert". He further states that if monopoly prices do exist, then they are
an "infringement of the supremacy of the consumers and the democracy of the
market". Mises also argues that although most monopolies and monopoly prices
are made possible by government intervention in the free market (tariffs, licenses,
etc.), there are certain instances in which monopoly (and monopoly prices) arise in
the unhampered market. He specifically mentions natural resource monopoly,
geographic monopoly, limited-space monopoly, and monopoly that might arise
because consumers place a "special confidence...on the individual or firm con-
cerned on account of previous experience," as with certain trademarked drugs.

But for Rothbard (1962) there is no social "problem™ associated with
monopoly in a free market. Monopoly prices cannot be defined logically, let alone
established in a free market. According to Kirzner (1973), if markets are always
competitive so long as there is freedom to buy and sell, then in a free market there
is always competition and never any monopoly.

Paretian analysis defines competition as incomplete when marginal costs are
increasing and as complete when they are decreasing. When costs are decreasing
the rules of profit maximization induce the firm, not to limit its production at a
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certain level, but to expand it indefinitely. In the opposite case, when increasing
marginal costs limit the size of the profit maximizing output, Pareto considers that
competition is “incomplete”: Each producer finds it advantageous to limit his
supply. (Triffin 1947a)

In the case of N — co, under independent trials, we can assume that provided
information leads to an efficient usage of resources and therefore to cost reduction
in a long term. Relating the existence of monopolies to the reduction of entropy in
a system we can measure the loss of entropy again at the same rate as the loss of
entropy in the case of the dead weight loss.

An interesting point arises when we consider interdependence in a free market
environment: Especially the interdependence of buyers and sellers. When a
commodity is sold, sellers and buyers are linked in an immediate way since the
price received by the first is disbursed by the latter. (Triffin 1947b) Interdependence
between buyers and sellers might arise a bilateral monopoly, which in turn would
imply that free markets automatically cause monopolies, which would mean that
even in a free markets environment, entropy could not be maximized.

But according to Mises (1963) "monopoly prices emerge as differentiated
from competitive prices” could only evolve if the demand for the product is
inelastic. Hence, it is not "monopoly"” as such that is catallactically relevant for
Mises, but only the "configuration™ of the demand function and the emergence of
monopoly prices. (Mises.org 2005)

Thus, it is important to take a look on the demand side, meaning, if demand
stays elastic, entropy can still be maximized even under monopolistic market
conditions.

Monopolies don’t tend to exist for a long time if exposed to a free market
environment, even if entry-levels are high. Events like technology disruptions or
evolutionary change in society and methods always threaten monopoly powers as
they evolve out of nowhere and might be able to satisfy demand which was not
even there before. Furthermore, it is important to remark that industries which
have a higher rate of monopoly formation and longer persistence of monopoly
power are those industries in which government has a large hand in regulation.

One may argue that monopolies don’t even exist if there is no intervention
into the market over a certain period of time, as there always exists a competitor in
the market. It may only look like a monopoly only under myopically static
analysis. Any broader definition of an industry exhibits an increased level of
competition. Just narrow enough definitions of brand name products appear to
have monopoly characteristics. In a competitive environment and without any
governmental intervention, a company would not be able to set a price at a higher
level and maintain it for a long period of time since consumers would create
demand for products with prices well below the monopoly price. Thus, any
realized dead weight loss by a monopoly set price would not prevail and increase
entropy over time at the rate (17).

The same holds for subsidized monopolies. Since subsidies are a realization
of a conditional probability of attaining a certain distribution, based on available
market data at a time t, they realize and maintain the dead weight loss by not
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allowing entropy to increase. Due to the limitation of incorporated market
information, entropy is capped at a certain level.

In a free market, subsidized monopolies would not exists since there would
not exist any kind of subsidy. The subsidy is nothing else than the realization of
the dead weight loss, caused by conditional redistribution. It is interesting to note
that even subsidized monopolies are challenged by competition. A good example
is given by the digital revolution which challenges even subsidized monopolies
such as the electricity sector, e.g. by the evolvement of the blockchain technology
and the shift towards de-centralized payment systems and residential prosumers.
By jumps in technology, surge in innovation and changes in the social mindset it
gets hard for subsidized monopolies to justify their subsidy. This shows again that,
even if a company appears to be a monopoly, it won’t be able to maintain its status
as such over a longer period of time without governmental intervention. Exposure
to a free market will have a disruptive effect to any monopoly as entropy
maximization is the natural process, which breaks up any monopoly structures
over time.

Conclusion

This article stresses the effect of wealth collection and distribution of
allocable resources in a social market economy setting in contrast to a free market
system. If no constraints are imposed on a system such as a free market economy,
it will converge to an equilibrium at which all resources are optimally allocated.
This equilibrium can only be realized if the entropy of the system is maximized,
meaning that all offered and asked prices as well as transaction prices and
quantities subject to the exchange are known and therefore contribute to a
maximum complexity of the system.

The maximization of the entropy of a system leads to a convergence of all
possible allocation distributions to an optimal distribution which is allocative fully
efficient. The convergence process is characterized by an information increase of
size N, as well as an N-trial learning process of the system. By identification of the
level of entropy, the agents in the system learn in an iterative process how to
allocate all available resources such that the entropy of the system is maximized.
By maximizing the entropy, the agents automatically maximize the allocative
efficiency of the system, which is Pareto-optimal.

In contrast to a free markets setup, any pre-determination of resource
allocation, as done in a social market economy, restricts the information generation
to let N — oo, and thus to maximize the system's entropy. The probability that this
specific choice of distribution is maximizing the entropy of the system converges
to zero when compared to the multiple adaption process of a free market system
which converges to an optimal distribution with certainty.

The Kullback-Leibler divergence allows to measure the distance of a pre-
determined allocation from its optimal one, even if the optimal distribution is
unknown. The relative distance to its optimum is compared to the relative distance
of free market setup. The goal is to minimize the BIC information criterion, thus
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minimizing the KL-divergence. Minimizing the KL-divergence means maximizing
the systems entropy in terms of its complexity. This can only be achieved by
increasing information, which in turn leads to the maximization of entropy.

The probability that imposed taxes on resources for allocating them according
to a pre-determined distribution is optimal, converges to zero, compared to the free
market setup where information is generated and used to minimize the entropy.

Further, it is shown that the rate of social welfare loss from mis-allocated
resources, caused by imposed taxes, equals the rate of accumulating the dead-
weight loss which occurs in a distorted economy.

The result implies that levying taxes reduces social welfare. This means that
the realization of an inefficient allocation of resources leads to a lower level of
living standard.
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Greek Womens’ Mentality towards Fashion Brands
and the Influence of Print Images

By Ekaterini Drosou”

This paper presents the findings on Greek women'’s viewpoints and opinions in regards to
foreign fashion brands and the symbolic meanings they attach to them. Further, a greater
and wider knowledge was desired on the effects of fashion magazine brand advertising in
the formation to the views and symbolisms formed, through the adoption of a symbolic
interactionist framework. Additionally, a greater understanding on the communication
process between Greek women and fashion brands advertised in fashion magazines was
also of interest, assisting in comprehending Greek women’s interpretation of print images
and how these images influence fashion brand symbolism. This research provides an
understanding towards the general mentality of Greek women towards foreign fashion
brands, how they attach meanings to those brands and what influences this process.

Keywords: Greek, Foreign Fashion Brands, Symbolism, Meaning.
Introduction

The Greek market appears to be neglected in consumer identity studies
compared to other markets such as the American and British (Karanika and Hogg
2010). The Greek female consumer is an underexplored social group, resulting in a
great lack of knowledge in regards to the symbolisms and meanings foreign
fashion brands have for them.

This presented a need to achieve a greater understanding on the socially
shared meanings and interpretations Greek women give to fashion brands, while
adding to an understanding of symbolic consumption as a socially rooted process.
Additionally, the discovery of those meanings being socially shaped, shared and
created was intended. Exploration of visual social semiotics i.e.: fashion brands in
fashion magazine advertisements and how they are ‘read’, was seen to offer
ground for exploring how such images effect the symbolisms, opinions and
meanings formed.

Although relatively small, the Greek market was found to have the ‘highest
proportion of luxury branded items worldwide (Nielsen 2008 as cited in Perry and
Kyriakaki 2014) even after the economic crisis. Influenced by the UK and USA
(Hatzithomas et al. 2009) through great media exposure, Greek consumers have
been found to prefer expensive foreign fashion brands over Greek ones as they are
considered to be better in quality (Kamenidoy et al. 2007).

*Independent Researcher, Sweden.
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Literature Review
Brand Symbolism and Advertising

Brands have symbolic meanings (Elliot and Leonard 2004), acting as ‘codes’
(McCraken and Roth 1989) and ‘labels’, publicly displayed (Feinberg et al. 1992)
to create messages (Auty and Elliot 1998) in order to make presences
distinguishable (Piamphongsant and Mandhachitara 2008). Through semiotics an
understanding of brand symbolism can be accomplished. Valentine (2003) for
instance supports the notion of ‘brand mirrors’, where expressing self-image is
possible is encoded in various semiotic ‘languages'.

Through ‘fashionable' items consumers fulfil social needs (Waide 1987) and
consumers signal their status (Dion and Boraz 2017) as visibility of fashion
clothing acts as a form of expression (Petrenko 2015). Brands, such as luxury
ones, are purchased to intentionally display brand ownership (Husic and Cicic
2009) and ‘show off” (Elliot and Leonard 2004) due to their perceived symbolic
value (Tynan et al. 2009). ‘Louis Vuitton’ for instance enables buyers to
differentiate themselves (Hume and Mills 2013) as brand status affects purchasing
attitudes (Thanh 2012) with brand differentiation affecting the way brands are
perceived, i.e.: suitable for different individuals (Jiang 2004). This displays how
the unique brand identity and meaning serves fulfilment of social needs.

Brand personality serves a symbolic function (Klink and Athaide 2012) as its
characteristics directly influence its relationship with its owner (Fennis and Pruyn
2007) attempted commonly in 'matching’ brands to consumers (Cianfrone et al.
2006) and increase brand awareness (Heckler et al. 2014) through advertising
images (Meenaghan 1995).

Social Interaction and the ‘Self’

Greater knowledge in marketing research has been found to benefit from
symbolic interactionist theory, as it contributes to a greater understanding of the
meanings consumers attach (Rahman 2013) to fashion brands. The theory can be
applied to marketing research regarding consumer perceptions on fashion brand
meaning, achieved through its understanding and approach to social groups and
the meanings attached to objects and individuals (Zhang and Kim 2013). Blumer’s
principle of individuals acting towards items based on their meaning (Oliver
2012), can be related to fashion brand symbolism and the meanings that brands
have for individuals. Further, since fashion is an continuing process (Dean et al.
2016) symbolic interactionism was found to be a beneficial approach since via
empirical discovery through social interaction, individuals come to realise the real
world (Handberg et al. 2015).

The ‘self” is believed to be prominent in relation to literature concerning
symbolic consumption (Millan and Reynolds 2014), as self-perception is achieved
through social interaction with self-values primarily taken from one’s family while
growing up and being socialised. Meaning is influenced through social interaction
(Handberg et al. 2015) and Mead’s (1934) ideas can offer a useful basis to gain
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greater insight into how visibility of products is used by individuals in order to
communicate something about themselves to others in a symbolic manner (Lee
1990). The ‘self’ is seen as ‘a reflexive process of social interaction’ (Callero
2003), considered to play a big role, as images in the media are studied and their
effects upon individuals, who often appear to compare themselves to the models in
the media (Martin and Peters 2005).

Conceptual Framework

Figure 1 presents the conceptual thinking, identifying the determinants
perceived to shape the meanings, viewpoints and opinions of fashion magazine
advertising via a process of consumer interpretation. Magazines provided the
opportunity to show participants luxury brands, which are not so commonly seen
in other media such as Instagram. The framework derived from advertising and
brand research literature.

Figure 1. The Process of Consumer Interpretation of Fashion Brand Magazine
Advertising

The stimulus: Foreign fashion
brand exposed through print
images in advertisements

(" eernal ) ‘ ( oemal )

xternal nternal
influer_lces: Interpretation: inflw_ances:
~ Social 'reading’ the fashion Self-image
interaction brand Meaning
Images from attached to
media brands

\ / Meaning attached to fashion brand \ /

General mentality
towards fashion
brands
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Methodology

In order to discover in-depth the perceptions, opinions and process involved
when ‘reading’ print magazine advertisements, a qualitative research method was
seen as more appropriate. Providing participants with space was crucial in order
for them to analyse and go into detail regarding their experiences and relationship
to foreign fashion brands and the symbolic meanings they attach to them.

In order to discover how print images are ‘read’ elaboration was necessary in
order to discover print image influences in the attachment of brand meaning. The
lack of presupposition adopted in symbolic interactionism assisted the study in
terms of the method used, as it was of interest to discover rather than test
hypothesis. According to Benzies and Allen (2001),the roots of social interaction
in psychology and the approach to truth as ‘fluid’ by pragmatists, offers the
understanding that participants need to be provided with room and comfort to do
so, both literally and metaphorically such as the time available and privacy.

The view of individuals experiencing constant adaptation to a social world
(Jeon 2004) made it a suitable lens for comprehending and expanding knowledge
on Greek women in relation to foreign fashion brands. The approach contributes to
the greater understanding of meaning attachment (Rahman 2013) to fashion and
the ‘world” (Fine 1993) constructed through interaction (Jussim 1991).

Methods

The research included two phases, interviewing Greek women living in
Athens (who came from various cities), different in each phase. A purposive
sample was used, of women which the researcher had access to, using a snowball
technique when more participants were needed. The Thomas (2006) framework
was used to analyse the data, as it assists the ‘thick description’ in qualitative
research while ‘making sense’ of excessive amounts of data without losing the rich
and valuable content. Through close reading and evaluation of text, descriptions of
meanings, links and categories can be identified (Thomas 2006).

1) Phase One: 20 semi-structured interviews of 20-40 year old women. The
wide age gap was used in order to identify any patterns related to age.

The phase focused on participant views regarding fashion brands and the
symbolic meanings they attach to them and their wearers. They were asked to talk
about their relationship with fashion brands and fashion magazines. In the last part
of the interview, 20 foreign fashion brands were randomly picked from various
Vogue issues (Greek edition). Participants were asked to describe the brands and
the women wearing those fashion brands.

Although a plethora of significant findings emerged, it was considered further
data would provide an opportunity to illuminate on the influences fashion
advertising images within magazines have towards the meanings, views and
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opinions held towards fashion brands. Therefore a Phase Two was seen as
appropriate.

2) Phase Two: 10 open-ended interviews, 30-35 years old. As age in Phase
One did not appear to be a determinant in influencing brand perception,
meaning or views held by the participants, the mean age from Phase One
sample was chosen.

Firstly, participants were given the opportunity to talk about their relationship
and views towards fashion brands, the brands they wear and what influences their
dress choice.

Secondly, in order to discover more on how print images in advertisements
are ‘read’, and affect brand meaning and symbolism, six advertisements were
chosen randomly from Greek editions of VVogue, Elle and Glamour, also randomly
picked. The brand name was hidden and participants were asked to talk about the
advertisement, how they felt looking at it, guess the brand and item may be
advertised and how they would describe it. When participants felt they had nothing
more to say about the image, the brand name was revealed and participants had a
chance to talk about their views on the advertisements and whether they had
changed after knowing the brand.

Findings

The close study of the transcripts demonstrated patterns forming in a quite
‘vivid’ manner where the frequency of common responses resulted in the
identification of key themes and their association to self, meaning and interaction.

Self, meaning and interaction, important principles in symbolic interactionism
(Mead 1934) were found highly relevant to the research, acting as ‘pillars’,
accommodating the key themes identified. Table 3 presents the pillars and key
themes relevant to them, all interrelated to each other.

Table 3. Key Themes and the Three Pillars

Key theme Pillars

Self Meaning Social interaction

Brands as symbols of self and X X X
socioeconomic status

Body image and weight X

Understanding of the term 'brand' and its X
role in projection

Shared brand symbolism and brand
copies

Shared viewpoints

Advertising as a means of brand X
communication and its influences

X X[|X| X| X

Shared brand meaning, categorisation X
and coding

X X| X[X| X| X

Style influences
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The Three Pillars
‘Self’

‘Self” was found to be important as self-image plays a big part in the way
fashion brands and their advertisements are understood and evaluated. The ‘self” is
important in how Greek women understand and position themselves and others
within their social group. The °‘self” can be associated to how fashion
advertisements are ‘read’, related to studies on the ‘accepted’ or ‘ideal’, promoted
by advertising. Participants tended to compare themselves to what they thought
they should look like in order to be able to wear fashionable clothes like the
models in the advertisements, expressing weight to be a key determinant in their
dress style.

Symbolic interactionist ideas on the social construction of reality are related in
regards to how participants perceived their own and other women’s bodies,
influenced by fashion advertising images.

Meaning

A shared understanding was displayed in the definition of 'brand’, interpreted
to mean expensive, known and/or luxury, with certain brands attached to specific
symbolic meanings, overall linked to higher socio-economic class. Brand meaning
also differs according to the brand, with brand symbolism appearing an important
determinant when shopping, as brands are linked to certain symbolic meanings,
overall linked to higher socioeconomic status.

Interaction

Shared viewpoints are born through social interaction, interaction with print
images in advertisements and interaction with fashion brands. A rich amount of
data emerged in regards to the role of interaction in sharing a ‘reality’ related to
brand meanings, categorisation and coding of fashion brands and their wearers.

Advertising acts as a means of communication influencing style equally
significant to the influence of social ‘norms’, concepts of the ‘accepted’ and
‘appropriateness’. A command of social conduct and social standards exist in
terms of the ‘acceptable’ or ‘appropriate’ way to dress according to the occasion.

The Key Themes

Brands as Symbols of Self and Socioeconomic Status

A sense of social fulfilment is gained through fashion brands, suggesting
brands act as social tools, offering or inferring social status. Specific symbolic
meanings are attached to specific fashion brands commonly associating specific
brands to certain individuals. Brands are considered to reflect the socioeconomic
status or profession, e.g.: X" brand for a doctor, lawyer and 'upper class' supporting
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the notion of consumption being a result of status or means to portray status
(O’Cass and Frost 2002).

Luxury or expensive brands were expressed to display ‘good taste’ or
‘superiority’ in comparison to cheaper clothes like “Zara’ as ‘you get what you pay
for’ with a tendency in believing such brands influence employment prospects:

‘Instantly the other person looks and says ‘he has money’ and it influences
them a lot’.

‘Brands’ were commonly seen as attractive or tasteful, while non-branded
items were not. Foreign fashion brands were considered to have better quality than
Greek ones with an apparent shared view of certain fashion brands. ‘Louis
Vuitton’ for instance was frequently mentioned to refer to an expensive, quality
brand and ‘Chanel’ thought to be worn by elegant women.

Shared and common viewpoints suggest social interaction influences meaning
creation and attachment to brands, displayed in the common references of how
others see brands and how society has taught them to understand fashion brands.
Although women wearing fashion brands were seen as ‘show-offs’, participants
acknowledged they do so in order to project a certain image and gain status.

Dress style for different occasions might hold implications for ‘acceptable’
spending on fashion items as certain brands were perceived suitable for specific
social situations:

I try to dress youthfully on the one hand but appropriately for each occasion
1 attend, where I am, with whom’.

Although no specific brands were mentioned to be associated with lower
socio-economic classes, cheaper fashion brands were not mentioned when talking
about 'brands' and socio-economic status:

You can’t always follow fashion and when you aren’t in that upper, higher
class, and are lower to middle, you step back’ .

Specific language and words were used to attach meanings to brands and
connotations of words emerged as a way of sharing meaning in relation to fashion.
A tendency to speak as outsiders was apparent when commenting on fashion
trends, excluding themselves as being affected.

Body Image and Weight

Weight appeared to be a big issue for Greek women, determining dress
choice, style and self-value in terms of size, rather than health:

‘when I lose weight it (dress style) does change. | feel more comfortable, wear

more colours, | may buy a dress, a skirt, that I think may suit me, while when
I’'m heavier, I don't feel like shopping’.
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‘A piece of clothing cannot be worn by someone who’s 50kg and another
whose 90kg’ [Interviewer|: Why? ‘It loses its beauty’.

Advertising was expressed to promote ‘role models’ where Greek women try
to look like the models and overall views were overwhelmingly negative.
Occasionally, the wider social impacts were mentioned, supporting shops sell
clothes for slimmer women, of an ‘accepted’ style promoted by the fashion
industry. The fashion industry and advertisements were seen to have negative
effects as:

‘It doesn’’t take into account the average Greek woman because the average
Greek woman isn’t 1.90cm and 45kg —no way!

A ‘Replay’ advertisement (Phase Two) displayed how weight was expressed
in many different ways but all related to the model’s figure comparing it to theirs.
It is demonstrated at this point, how fashion advertisement images can make
women feel self-conscious as models appeared to prompt participants’ self-
reflection.

Participants raised the issue of women dwelling on the possible negative
aspects of her figure, weight or size if her perception of her body shape fails to
resemble the models.

Participants believed the advertisement attempted to create links between the
product and the image of the wearer:

‘Put on these jeans and look like that’.

suggesting the intended message aimed at creating a desire to try to look like the
model linking fashion items and female identity (concept of ‘femininity"):

‘because the jeans are skinny, they bring out femininity’ (Participant10).

'‘Brand' and Its Role in Projection

Language plays an important part, displayed in how ‘brand’ has a specific,
shared meaning, referring to ‘eponyma’ clothes, (known, expensive or luxury
brands) with only 2 participants asking for clarification of what is meant by brand
when asked. The findings support the relevance of symbolic interactionism by the
similar and common use of the term, displaying the importance of language and
how it is shared. It has been displayed that language is important in effective
communication within social groups and references to certain brands reinforced
the meaning of the term. Brands were seen to act as social tools used to ‘show off”
and ‘project’ with ‘Louis Vuitton” frequently mentioned as a brand purchased with
the intention to stand out within the social group. Brand ownership in general was
identified to infer status or success in responses such as:
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‘Inside me, I know it doesn’t mean anything, but we all want to have a known
brand in our wardrobe’.

Such responses suggest internal psychological conflicts within the participant
as although admitting ‘inside’ her the item does not mean anything, at the same
time she desires a known brand in her collection, a view clashing with a previous
response of brands bought only with a purpose to ‘get noticed’.

Brands act as social tools purely for social or psychological reasons, perceived
to be purchased for social projection. The importance of brand symbolism was
highlighted frequently, relating to the brand's utility and functional value. Greek
women understand others based on their brand choices as fashion brands act as
markers of the wearer’s socioeconomic status. A tendency exists in perceiving
higher socioeconomic status positive and aspirational with fashion brands acting as
an assessment tool in the 'reading' of the wearer’s socioeconomic status.

A fashion brand can be a force, strong enough, to create conflict between
personal feelings and consumption patterns and wearing brands was expressed to
be a result of being:

‘placed in our minds that we’ll look better, be better’.

Branded items were implied to have meanings to others if they generate
positive or admirable attention with similar sentiments associating fashion brands
and status and brands being status symbols. Women purchasing brands they could
not afford, were perceived ‘pretentious’, aiming at displaying a certain economic
status unreflective of their current status.

Shared Brand Symbolism

Meanings and symbolism are attached to fashion brands with the belief the
brand rather than the actual product sells, displayed particularly when referring to
handbags. Brand visibility was considered important as brands act as markers of
status, holding specific, strong, symbolic meaning.

‘If there was no label on the bag they would never buy it’.

This was most vividly displayed in the shared understanding of brand
meaning and symbolism of brand copies were very strong views were expressed
on what fake brands represent to them, commonly using negative terms and
attitudes towards their wearers. Even in cases the copy was identical or
unnoticeable to the original brand, it was perceived to relate to lower status and
taste, contrary to what original brands displayed. Wearing a ‘fake’ was seen
unacceptable even if the wearer belonged to the socioeconomic group initially
thought to wear the original.

Wearing fakes was partly objected to as it confused 'reading' the wearer’s
social status. A copy was seen incapable of living up to the associations of genuine
brands (‘quality’ and ‘good’). Wearing them was seen as an 'illegitimate’ way
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through which wearers place themselves on specific social categories they did not
belong to, a pretentious attitude and attempt to appear something unreflective of
reality. Wearers were perceived as 'fake', even ‘impostors’, creating misconceptions
and projecting inauthentic images of their socioeconomic status (associated to
Ryan, Eisend and Schuchert-Guler 2006).

Complex views on the relationship between fashion style and brands appeared
as participants expressed individuals do not need to spend a lot of money to dress
smartly (and were indifferent to spending a lot of money to wear brands) but
would not buy a copy. Copies and their wearers were attached to negative terms
such as ‘fake’ and genuine fashion brands were attached to positive symbolic
meanings and chosen to wear on special occasions. Participants often expressed
how they would be ‘afraid’ to be discovered to wear fakes by others, more than the
bad quality of the copy clearly displaying the importance of projection in social:

‘It would bother me if they told me. Of course, if | had bought it, I would be
aware of it, but still  would mind... so I avoid doing so’.

The participant was more worried of ‘getting caught’ wearing copies rather
than wearing them displaying the importance of interaction regarding fashion
brands.

Overall, social interaction was discovered to be important for the ‘self” and
the way Greek women understand themselves through it:

‘A copy it will show’... visually and ...ok...in my mind.
Even if it doesn’t show [ will know it’s a copy’.

Even when others could not tell, in her mind, copies represented something quite
negative, suggesting deeper issues to those of quality. Such issues appeared to
originate from the participants’ environment with certain views as a result of social
interaction, which might reflect how beliefs have been shaped by others:

‘If I decide to buy something, e.g.: ‘Louis Vuitton’, I'll buy the original.
Yes, I'll spend half my salary on it but, if not, I'm not going to buy something
fake! I don’t want to show off something that isn’t authentic’.

Issues around authenticity and the ‘self” were discovered by the frequent use
of ‘show off’ proposing an intentional attempt of status display, implying a
conscious process of self-projection. Although ‘show off” was used in a negative
tone when speaking of others, a tendency was apparent in using the same term to
explain the reasons behind purchasing fashion brands themselves, displaying
double standards. 'Showing off', displayed high relevance in relation to projection,
even though participants often denied their desire to 'show off' themselves. This
was contradictory to their apparent consumption and views towards fashion
brands, linked to beliefs of fashion brands able to make statements. Genuine
brands are important in projecting status with purchasing motivated solely in
displaying possessions to others.
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Although copies were seen as an attempt to appear something unreflective,
participants failed to realise (or acknowledge) spending money they did not have
on a item, does indeed display the same behaviour they criticise, as the item is not
truly 'affordable’ to them. They therefore act in a similar manner to the one they
criticise as ‘fake’, attempting to appear something unreflective. When the
participant above was probed, she admitted she was doing so, expanding:

‘But the person seeing you doesn’t know you have spent half your salary’.

suggesting a greater interest in how Greek women project themselves to others
than being true to their personal values (e.g.: being a fake is negative).

Shared Viewpoints

Shared viewpoints and understanding of ‘reality’ exist, regarding fashion
brands and their worth with a general mentality concerning brands and their
wearers. The frequency of similar, identical or synonymous terms in responses
revealed a specific mentality towards fashion brands and a shared interpretation
system used in ‘filtering' brands. This was apparent when describing women who
might wear different brands (Phase One). 'Gucci' and 'Armani' for example,
displayed high levels of consensus in the descriptors attached to them, suggesting
shared thinking, language and strength in brand association and meaning.

Media appeared to have a strong influence although perceived by participants
to have only a general one. They failed to realise (or admit) the level to which they
were affected, suggesting they could be affected subconsciously, failing to realise
they belong to the group they criticise. Meanings are attached to advertisements
through the use of the same language often using specific vocabulary, displayed in
‘good’ or ‘nice’ used in a similar manner when referring to brands. These terms
were interpreted in the same way, displaying common attitudes e.g.: frequently
using ‘psonio’ (similar to a show-off).

Common language supports the idea of language being a form of
communication in social interaction, responsible for creating definitions and
understanding the ‘self’, others and objects. This was apparent by the descriptors
used and attached to fashion brands and the vivid similarities identified in views
relating to brand wearers.

Socially-shared symbolisms of fashion brands and the use of ‘fashionable’
items in order to fulfil social needs were discovered as brands and wearers were
labelled and categorised in a specific manner. They expressed to do this on a
conscious level as wearing 'X' fashion brand is intentionally chosen to project
something to others. Brands were perceived to act as symbols, providing hints on
the wearer’s socioeconomic status, associating fashion brands to wealth.

Advertising as a Means of Brand Communication and Its Influences

Fashion advertising influences brand choice and the models within them,
were seen to make individuals crave the clothes they wear and promote certain
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lifestyles and body shapes. Participants acknowledged that advertising has
negative effects as it brainwashes, but at the same time expressed fashion brands
are important to Greek women, although they themselves were not keen on
fashion brands.

Participants expressed the Greek culture and society to be filled with
individuals obsessed with fashion brands as it is an important part in a Greek
woman’s life. Contradictions were highly noticeable throughout, as the importance
of brands in the participants’ life displayed in their attitudes, appeared to be the
same as those they criticised. This was commonly displayed in the participants’
references to women wearing brands as: ‘psonia’ and perceiving brands negatively,
but when a participant was asked about ‘Burberry’ (Phase One) for instance, she
smiled, softened the tone of her voice replying: 'my favourite'. This suggests ability
to distinguish and differentiate between brands and could be argued that brand
knowledge is required in order to have a favourite brand.

Phase Two offered a deeper understanding on the ‘reading’ of fashion brands,
revealing the common use of words when describing advertisements. Even when
there was a lack of overall consensus, there was a visible level of agreement in
connotations. In a ‘Monsoon’ advertisement used, participants overall failed to
understanding what brand was being advertised (even those who had purchased it
in the past), an issue regarding effectiveness levels in the communication between
brands and consumers. The shared views expressed towards the brands and
advertisement, were commonly negative for similar reasons, with the advertisement
commonly seen unsuitable. This displayed a faulty communication process
between the brand and the consumer:

‘Don’t think it is a brand for the Greek audience...,
... the colours are not bright’.

Participants failed to match the advertisement to the fashion brand image with
confusion towards what was being advertised.

A ‘Miss Sixty’ advertisement, also displayed shared perceptions quite vividly,
with high levels of positive feedback. The brand was commonly described as:
youthful’ with high levels of awareness and the advertisement appeared to
effectively communicate with the consumer through the apparent shared views of
participants when guessing correctly what was being advertised.

Other advertisements, such as 'UGG' displayed a difficulty in guessing the
price range of the item advertised, commonly expressed price could range from
very cheap to very expensive. Only upon seeing the brand name participants were
able to make a guess on the price displaying how an item or image alone do not
have a symbolic meaning and only when the brand is known an attempt in
attaching a price can be made. A tendency was displayed in how shared views
regarding pricing cannot be effectively provided by the advertisement alone,
proposing brands in advertisements are 'read' in combination to participants
processing brand names, symbolism and meaning, and their own experiences
together. All of these factors serve different purposes but work together when
‘reading’ the brand, resulting in the formation of brand perceptions which
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influence the level of effectiveness in brand communication regarding consumption
choice.

A ‘Replay’ jeans advertisement, also displayed a failure or mismatch of
brands as participants failed to identify the brand correctly. All of the participants
replied instinctively, almost reflex-like ‘Diesel” as soon as the advertisement was
presented. This displayed that participants associate the image to ‘Diesel’ without
offering any reason as to why. Upon revealing the brand, participants expressed
that all jeans’ brands are the same, without clarifying their immediate response.
This raises issues of brand differentiation and level of difficulty in distinguishing
between brands of certain fashion items.

Participants commonly stated they did not particularly purchase brands
although they appeared to have exceptional high levels of brand awareness
considering brands they knew to be of greater quality to those they did not.
Specific advertisement images were linked to specific lifestyles and views towards
wearers projecting status through brands, seemed to influence advertisement
interpretation. A 'Louis Vuitton' advertisement displayed how views appeared to
exclusively reflect the ‘reading’ of fashion brands as tools for projecting
socioeconomic status. This was due to the essence of luxury and wealth expressed
to be experienced and the relevance of self in interpreting the advertisement:

‘It refers to the type of kind of rich women the type...

rich more high society...

...refers to a really specific audience, a classic rich woman
from the suburbs’.

The advertisement was perceived to belong to a ‘good’ brand (clarifying
‘good’ as expensive and of high quality). When guessing the brand, cases such as
‘Chanel' were mentioned displaying a categorisation process where brands are
grouped together into similar categories. 'Ralph Lauren’ for example, was also
described and discussed in the same manner and context and categorized similarly
to 'Louis Vuitton' seen as: ‘classy’, ‘elegant’ and ‘sophisticated’. This displayed
shared views and opinions towards the symbolic meanings of certain brands and
their advertisements as even when failing to guess correctly, the ‘Ralph Lauren’
advertisement was expressed to not belong to a brand like ‘Replay’ but to a
fashion house.

Although advertisements were perceived to ‘brainwash’, the images within
them were taken seriously and while fashion media exposes images of thin
women, participants did not seem to relate how they could be influenced. Instead,
they distanced themselves and spoke of other women being affected although
compared themselves to the models.

Overall exposure to advertisements of consumable and disposable goods had
a bigger influence, e.g.: make-up, as it was seen more easily accessible compared
to clothes (in effort and affordability). Power of advertising over purchasing
decisions was displayed as Greek women are open to persuasion from print
advertising as it is perceived to be more persuasive in making them go and see the
product advertised, as it often offers more product information. Participants
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admitted to purchasing or going to see an item after exposed to its advertisement at
some point:

‘I see a new foundation ’L’Oréal’ has brought out, and I'll say, oh, this
according to its presentation and projection covers my needs so let’s go and

buyit’....

Media influences fashion brand recognition, subconsciously in some
instances, as it was clearly reported that brand advertising influences consumers:

‘placing it in my head as a known brand, so I recognise it when...

not all brands but some | can recognise, let’s say, with my eyes closed by
seeing an item or logo or just a shape...or a colour, so it refers me to the
brand..’

References of: 'good' and 'bad' in advertising, brings forward issues on
perceptions regarding the acceptability or appropriateness of products which are
perceived through advertising.

Shared Brand Meaning, Categorisation and Coding

Attachment of symbolic meaning to brands and brand coding are inter-linked.
‘Coding’ is a system, resulting from the shared views held towards the meanings
of the term ‘brand’ and the common meanings attached to fashion brands. Codes
are ‘labels’ placed upon brands and wearers, e.g.: ‘elegant’. Through coding,
effective communication is possible in interaction providing a clear, shared
understanding and use of terminology deriving from the language and context
used when referring to brands.

The shared views, perceptions, understanding and identification Greek
women have of others when wearing specific fashion brands, reflect how the
coding system functions and emerges. This system is used to differentiate between
the symbolic meanings of fashion brands and their wearers, and effectively
communicate when interacting as effective interaction is an outcome of shared
language associated with fashion brand meaning.

The ‘codes’ serve various purposes such as facilitate the -effective
communication and inform why Greek women use a categorisation process. This
became clear in how 'age’ slightly affects brand awareness (a couple of cases) and
does not appear to have any specific influence on perception towards brands or the
descriptors attached to them. Identical or synonymous terms were used to describe
specific fashion brands and the fashion industry, commonly linking high price to
quality. Once again, participants contradicted themselves:

‘by wearing them women have self-confidence to approach someone or could
be pretentious’...

‘....the older I get, the more I want to buy something good if I can’ (‘good’
meaning expensive).
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Strong views and obvious knowledge of fashion brands were displayed
further, as participants (Phase One) were instantly able to articulate opinions about
them, with few exceptions. Although the 20 brands used were foreign, brand
awareness levels were so high, some were commonly thought to be Greek.
Voicing perceptions was effortless, displayed in the attachment of symbolic
meaning to fashion brands and the ‘coding process’ shared which leads to brands
and wearers being categorised.

Coding portrays a shared ‘reality’ through which mutual understanding is
developed and acts as a means of communication in brand and wearer
categorisation, facilitated by the ‘codes’ created. Wearers were categorised into
different typologies and there was a tendency to categorize brands by various
criteria, as references to specific brands (without being asked) were offered as
examples of specific situations.

Certain social situations and surroundings were considered factors in certain
brands being the ‘norm’ for everyday use, as environment in upbringing or work
was seen to influence individuals. Reasons for wearing brands were connected to
different types of women, age groups and socio-economic status:

‘in high class it is compulsory (to wear foreign brands),
in middle class they may like them
and in the lower class because they want to project’.

Women wearing brands were perceived to have ‘economic flexibility’, placed
in a different group to non-brand wearers with specific symbolisms attached to
individuals wearing specific brands, e.g.: ‘Burberry’ for instance was commonly
seen as: ‘elegant’.

Brands tended to be grouped in relation to: their target groups, prestige and
socioeconomic status, sex appeal and femininity versus ‘conservative' and
masculine. Description of different brands in a similar manner, suggested
participants placed them under the same category e.g.: 'X' brand is like 'Y* brand,
'they are in the same category'.

Style Influences

Style was talked about in two ways: as a creation and projection of a
personalised style and the way they dressed. Style was expressed to be the wearing
of clothes which suited them and felt comfortable in, physically and mentally.
Although friends, family and work were expressed to not influence clothing
choice, participants acknowledged they could not dress as they wished at work or
special events when asked. Appropriateness of time and a place act as
determinants in dress style, with an apparent understanding in what is commonly
‘appropriate’ and acceptable in certain situations. This is an indicator of how
although Greek women support to not be influenced, their dress style is highly
influenced by society and social conventions, peer groups, and advertising which
did indeed appear to influence dress style did not solely depend on personal taste
or personality.
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Weight and body image was also displayed to influence dress style but could
not be explored in depth due to acknowledged potential sensitive ethical issues.
Clothes were through to look better on thin bodies and weight ‘ideals’ and ‘norms’
appeared to be important when dressing. Weight determined most of the
participants’ purchasing choices which depended on what ‘suits’ them, failing to
define the criteria in deciding this:

‘I have been influenced by pregnancy, it changed my body a lot and can’t yet
control it. I can 't find the rhythms I once had of my body and this annoys me a
little and because of that I don’t want to see it in the mirror and therefore |
wear longer clothes, more baggy top’.

Discussion

As a lens, symbolic interactionism assisted rather than ‘shaped’ the findings.
The research can be seen to build on Kamenidou et al. (2007) and towards Greek
women’s understanding of foreign fashion brands and the value they place on
them while gaining a more in-depth knowledge of opinions held and the
effectiveness of fashion advertising towards those views.

The findings can be seen to be highly relevant to Goffman’s (1959) notions of
‘acceptable’ and ‘norm’ in dressing appropriately to according social situations.
The ‘coding’ and categorising process emerging through the labelling of brands
and wearers in regards to how Greek women ‘presented’ themselves in different
social situations can be seen of relevance and built upon Goffman’s notions.

A greater and more detailed understanding was gained regarding the process
consumers go through in order to interpret images exposed to in print
advertisements within fashion magazines e.qg.: the image and brand name is needed
to guess the price of the item. The interviews provided clues to the existence of a
process far more complex and socially-defined than a simple sense-making of
brands initially considered. Figure 2 presents the proposed process individuals go
through emerging from the findings.

An Explanation of Figure 2
Figure 2 suggests the influences and the process Greek women go through to

form the mind-sets, views, meanings and opinions towards foreign fashion brands.
Each ‘stage’ is explained next.
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Figure 2. The Process of Consumer Interpretation of Fashion Brand Magazine
Adverting

The stimulus:
Images in magazine
advertisements.

External Internal
influerlces: ‘Reading’ influc_ances:
Soua_l Fashion brand Self—lmage
Interacjuon (decoding) Meaning
Media attached to
images fashion
Social brands
values and o ] Brand
NOTMNS Categorization and coding Familiarity
of fashion brands
— ! —

Meaning attachment to
fashion brand

I

Outcome:
Mind-sets

The stimulus does not simply create brand awareness or acts as a means of
information. It is linked to the reader’s familiarity levels with an advertisement of
specific, named brands and brands categorised as 'similar' within a choice set of
brands.

Additionally, it influences individuals through the images it projects, acting as
a ‘code’ transmitter. Images act in various ways through which brands are
communicated offering information such as brand identity. The stimulus
influences at a similar level to ‘internal” and ‘external’ influences but is placed
separately, as it follows marketing strategies and is part of a communication
process planned between the product and the consumer. It attempts effective
communication regardless or independent of the external and internal influences
being a separate type of influence as it is not socially or individually-controlled.
Although the stimulus could be debated to be an external influence, it is not
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socially created, as the outcome is, and in the context of the research, the stimulus
is perceived to be a means of communication Greek women are exposed to.

The Influences

The influences are considered instrumental in how fashion brands are ‘read’,
acting as the first stage participants go through/ face. They inform individuals by
exposing them to images where messages within fashion brands and media are
received. Both sets of influences have an impact, following initial exposure to
fashion brands, shaping the 'reading’ of the stimulus. The influences are the
starting point, where all of the information is achieved. Whether this is created
through the social group, self-perception or experience, they are all influential in
their own unique way and combined, affect the way fashion brands are ‘read’ or
understood.

External Influences

Social interaction and interaction with print images influence how fashion
brands are understood and ‘read’ through advertising practices. Through social
interaction, individuals achieve a sense of acceptability of style and fashion brands
as well as concepts of ‘norm’, ‘ideal’. Shared reality in general is discovered
regarding fashion brands, shaping shared understanding.

Understanding such social norms impacts fashion brand perception while the
stimulus shapes norms and ideals, in the same way those are created through
interaction. The social ‘norms’ created through interaction and the ‘stimulus’ are
equally important, and although the processes differ, their effects are equally
significant as the stimulus has a relatively strong influence. This is displayed
particularly in weight and body shape issues, revealed by the thin ‘ideal’ in female
body shape, considered to be promoted by fashion advertising which significantly
impacts what is considered attractive or beautiful, in relation to this medium.

Internal Influences

Internal influences displayed to be determinants in self-image, meaning and
familiarity. They were considered internal influences as they emerged from self-
perception, as Greek women evaluate themselves by comparing what they look
like to what they ‘should’ look like. They value themselves in terms of their self-
image and its ‘acceptability’ within their social group (e.g.: weight, size and body
image). Although acceptability of the social group is considered an external
influence, self-image was perceived in relation to how Greek women see
themselves and how that influences a shared ‘reality’ in their society.

Participants distanced themselves from their social group supporting their
self-image not being influenced by external factors, although shown they were
indeed influenced and not subjective in how they ‘see’ themselves and their self-
image. Internal factors influence Greek women when attaching meanings to
fashion brands but are less significant than external influences in regards to the
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aim of the research. Weight and body image play a great role in influencing views
in terms of dressing up and media influences which stem from fashion
advertisements in magazines.

The way their body looks is of greater importance to Greek women than the
suitability of an item in regards to their age, as weight and body image affects
dress style and purchasing decisions. They wear certain clothes only when
slimmer, as certain types of clothes were thought to look better on ‘zhin’ bodies
with a common understanding of clothes looking better and being more suitable
for thin rather than fit bodies. This can be related to symbolic interactionism and
the shared meanings and symbolism which are created through social interaction
while constructing concepts of the accepted, ‘ideal’ and attractive body type. Also,
self-description can be related to how the stimulus and social interaction affects
individuals. Self-image is linked to projection and reflection displayed in the
notion Greek women have, that in order to be accepted or desired within their
social group, a certain body type or image is mandatory, including societal
acceptance.

Advertising alone displayed to be more influential in reinforcing existing
brand knowledge rather than create knowledge for inexperienced brands, apparent
when participants openly compared and contrasted advertisements (Phase Two) to
their experiences and familiarity with the named brands, with a tendency to 'reject’
advertisements when 'mismatching' them to the actual brand.

‘Reading’ the Fashion Brand

Individuals ‘read’ fashion brands and this stage acts as a way of decoding
information offered in the stimulus. The influences and images contribute to how
individuals make sense of brands and decode the information exposed to, in order
to form views, opinions and meanings. Readers interpret information about
fashion brands which can be seen relevant to literature on advertising creating
‘values’ (e.g.: Meenaghan 1995). This is seen 'in action' in the reactions to the
advertisements (Phase Two) as participants offered the clues they used when
attempting to guess the advertised brand, its projected message and suitability to
them, revealing how cultural meanings stem from the individual’s world (Elliot
and Wattanasuwan 1998) and how consumers ‘socialisation’ (Petit and Zakon
1962) through this.

Meaning Attachment

The stimulus and influences contribute in creating meanings, developed in the
process of understanding fashion brands and the ways social meaning is attached
to them. The influences affect the process in various ways and through meaning
attachment, Greek women understand a brand’s social status, power and social
utility. This can be linked to symbolic interactionism and studies on the symbolic
meanings of brands and the fulfilment of symbolic needs (Bhat and Reddy 1998).
Creation of brand identity is not carried out here, but is completed in the stimulus,
shaping brand identity and the external influences affecting identity. Interaction
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creates shared understanding of foreign fashion brands and their meaning.
Consistency in shared meanings exists in the general meaning of fashion brands
and in very specific ideas and mentality of specific brands (linked to
Piamphongsant and Mandhachitara 2008). Brands act as a non-verbal language,
through which individuals can be understood and feel part of a society while
fulfilling social needs (Waide 1987).

With respect to the specific symbolic meanings of foreign fashion brands,
consumers go through a stage creating ‘codes’ in order to categorise fashion
brands according to their meaning.

Categorisation and Coding

Fashion brands are categorised in relation to the symbolic meaning attached to
them, considered in relation to the understanding or perceptions of them. Certain
words were adopted in categorising while discussing fashion brands. The words
were used as ‘codes’ in communication with brands and wearers ‘labelled’ or
discriminated against (relevant to Blummer 1969 and Elliot and Leonard 2004).
This can build on a greater understanding on the symbolic meanings attached to
brands and their use as ‘social tools’ as fashion brands are categorised in terms of
‘value’ and ‘power’. A process which pre-exists, results in the ‘coding’,
categorisation and placement of fashion brands in specific categories depending on
various factors.

Coding and categorising appeared to be inter-related, with ‘codes’ acting as
labels of specific symbolic meanings attached to brands, assisting the brands’
placement in specific categories. This is commonly done in relation to the brands’
suitability to individuals of a specific socioeconomic status and categorisation is
carried out by using the same criteria, supporting studies such as Laroche et al.
(1986). Fashion brands are seen to be used in order to project (via their symbolic
meanings), supporting their role as social tools.

The participants displayed two types of projection: intentional, through which
they attempt to show something to others (regardless of it being reflective of
current socioeconomic status) and reflective, which enables an understanding of
the wearers’ socioeconomic status. These findings can relate to Goffman’s (1959)
views on stereotyping against individuals due to their appearance and dress style to
depend on different social situations. Goffman’s notion of ‘performers’, ‘moulded
and modified to fit into the understanding and expectations of society’ (Goffman
1959: 44) can also relate to the shared understanding of fashion brands and their
wearers in terms of ‘suitability’ of self-presentation by occasions by wearing
specific brands.

The ‘codes’ fundamentally represent a brand’s unique symbolic meaning,
how these meanings are shared, and their use as a key tool in effective
communication in social interaction related to Mead’s (1934) theory of projection.
The findings can strengthen the symbolic interactionist approach in regards to how
individuals understand themselves, others and objects (namely fashion brands)
through interaction and the creation of symbolisms through language. Fashion
brand ‘coding’ proposes the importance of language as a means of non-verbal

320



Athens Journal of Business & Economics October 2019

communication and the shared reality within the coding process, suggests a need
in labelling both fashion brands and their wearer in explicit terms.

Certain fashion brands were attached to certain meaning which others were
not, which supports the idea of a categorisation process of fashion brands and
wearers. Most significantly, the relation of the findings to symbolic interactionism
are discovered, displayed in the attachment of symbolisms to fashion brands
lending support to the use of the methodology and methods chosen.

Formation of Viewpoints and Opinions

The attachment of symbolic meanings to fashion brands leads to a creation of
‘codes’ acting as a ‘labelling’ system. This is demonstrated in how Greek women
need to label fashion brands and their wearers, in order to make sense of, and
position them within their social group. The Labels which act as ‘codes’, enable
efficient communication through shared non-verbal language and use of the same
words and context.

The meanings, labels and ‘codes’ are then used to categorise brands, acting as
a component in forming views and opinions towards fashion brands and their
wearer which can be related to symbolic interactionist theory of fashion acting as
language (Blumer 1969) through which Greek women communicate non-verbally.
Additionally, it is vividly demonstrated how symbolic interactionism (as a
framework) assists in gaining a wider understanding of the interaction process
between consumers and fashion brands in the way labels are attached to fashion
brands. Brand differentiation and categorisation are indicators of how Greek
women distinguish between fashion brands and label them.

This process occurs in various ways involving a more complex process,
including many determinants when categorising and ‘coding’ due to the meanings
attached which result from a complex thinking process, influenced by social
interaction and the stimulus. The process exists in the way fashion brands are
perceived (of high quality or not) and is also a result of a mutual and common
shared symbolic meaning attached to fashion brands.

Categorisation mainly concerns factors such as price, intention to project
quality, prestige and suitability to socioeconomic status and profession (e.g. a
lawyer needs to dress smartly) relating to Goffman’s (1959: 40) identical example.
These findings are suggested to build on the idea of dressing ‘accordingly’
depending on the social situation. Furthermore, categorisation depends on the
brands worn, as through them, wearers can be understood, identified, perceived
and described. Greek women ‘read’ both the fashion brands and the wearers (as
proposed by Elliot and Leonard 2004 and Kamenidou et al. 2007).

The categorisation process appears to exist due to the stimulus and influences
as they impact individuals in various ways. The influences are responsible for
individuals’ perceptions of fashion brands, contributing to the formation of
symbolic meanings of brands and wearers. This is followed by a brand
categorisation placement through labelling and coding resulting to the use of
fashion brands as projection tools. This displays how brands are used to project
either intentionally or reflectively by Greek women.
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Outcome: Mind-Sets towards Fashion Brands

This ‘stage’ is the outcome of the process shown in Figure 2 offering greater
knowledge on the overall mentality of Greek women towards foreign fashion
brands and the way it is formed. It is a result of the previous ‘stages’, which are the
general views and opinions of Greek women and the shared reality that exists.

A socially-created culture is existent around foreign fashion brands, displayed
in the similar mind-set towards them with frequent references to what peers think,
suggesting the contribution of social interaction in forming socially shared views.
A specific culture is created where a certain mind-set and attitude towards fashion
brands exists and the relationships created between individuals and brands,
relevant to consumerism and the meanings attached to fashion brands by
consumers. Hedonic and symbolic brand consumptions is apparent with ‘brand’
referring to expensive, known and luxury fashion brands. An understanding of
fashion brand meaning is shared related to brand community research (e.g.:
Schembri 2009) regarding the building of social and cultural relationships. This is
mostly seen relevant in the culture created by Greek women, as it is suggested the
culture around fashion brands inevitably affects brand consumption.

Lastly, this ‘stage’ builds on the Kamenidou et al. (2007) findings in regards
to the greater understanding of Greek women in terms of why and how they
perceive and feel about foreign fashion brands.

Conclusion

Overall, the value of the research contributes towards a better understanding
of the Greek female consumer in regards to the symbolic meanings she attaches to
foreign fashion brands and their wearers, created mostly through social interaction.
This is displayed for instance, in how ‘brand’ is used to refer to expensive, known
and luxury fashion items with specific symbolic meanings attached to certain
fashion brands. This demonstrates the role of non-verbal language, as brands act as
social tools and a means for intentional projection as well as a reflection of the
wearer’s actual state.

More specifically, the research offers an opportunity to see how the female
Greek consumer ‘reads’ foreign fashion brands through the stimulus and the
process they go through in forming a mentality towards them (Figure 2).

Practitioners can benefit as the research also displays how a sociological
approach, such as symbolic interactionism, can assist brand research in gathering
‘valuable’ information via ‘thick description’. This can reinforce the more
effective way consumers are approached with acknowledgement of consumers
needing to be treated more like the complex beings they are than a passive
audience open to compliance.

Moreover, the development of clearer insights into the Greek market which,
although apparent to be attracted to luxury brands, has not so far been particularly
studied in relation to the overall mentality towards fashion brands. The research
has offered a greater understanding of the female Greek consumer and how she
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‘reads’, understands and decodes brands and more significantly, the discovery of
an existent shared mind-set or mentality towards foreign fashion brands is
understood (Figure 2).

The better understanding of the Greek female consumer’s general mentality
towards fashion brands and how they are understood (Figure 2), can offer a more
effective and improved brand identity strategy in brand building and promotion
and inform practitioners in various dimensions in how print advertisements are
‘read’. Such knowledge can contribute to a greater understanding of this neglected
market as it appears particularly significant in promotional practises and strategic
planning.

Key contributions to knowledge are emphasised in relation to how the
socioeconomic status and the projection of self in relation to status emerged as a
key underpinning factor in fashion consumption. Further, the print images within
advertisements emerged as a stimulus which may add to, rather than drive brand
awareness, knowledge and perceptions where the 'social' dimension of theories
such as self-congruity theory (Sirgy 1986, Jamal and Goode 2001) might be further
researched. The wider social values and norms which emerged as a significant
influence on the brand communication process and fashion advertising can also
contribute to greater knowledge in relation to consumer use and meaning
attachment of fashion brands beyond utilitarian purposes as fashion brands serve
social situations to matter to the individual’s social group.

The specific and common words and terms used and the symbolic meanings
attached to fashion brands, are a form of non-verbal communication, through
which fashion brands are understood. Fashion brands are associated to wealthy
women, of a certain socioeconomic status and even when negative feelings were
displayed, a consensus in views was present. Counterfeit products were generally
perceived to be of inferior quality to original ones while their wearers were
commonly seen as ‘fake’ and pretentious, attempting to appear something that is
unreflective of their socio-economic status.

Greek women’s relationship to fashion magazines relates to social factors and
social interaction, making further contribution on fashion brand and fashion brand
perception research of Greek women. Advertising is perceived to set standards and
was displayed to influence purchasing decisions significantly. Further, fashion
brand advertisements were seen make Greek women conscious of their bodies
with weight being a key determinant for dress style, purchasing decisions and
perception of self-image. This provides a greater understanding on how print
fashion images are ‘read’ building on existing research on the effects of images in
fashion advertising as participants compared themselves to the models.
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Climate Finance by Multinational Development
Banks - with Special Attention to Europe

By Méria Babosik”

The paper aims at highlighting the importance of climate protection in the world and in
Europe due to climate change, as well as the role of multilateral development banks in
climate finance. The topic has a current relevance as in 2017 President Donald Trump
gave a notice to quit the Paris Climate Agreement accepted by all United Nations (UN)
member states, amongst them by the members of the European Union (EU). The move of
the United States (US) President was a shocking surprise worldwide and provoked heavy
reactions — including the US. The paper gives an overview of the relationship between
climate change, climate protection and climate finance. It sees climate change a
threatening reality of today, affecting Europe as well. It considers climate protection
necessary not only on country but also on regional and global level. Besides regulation
and voluntary pledges, it attributes a crucial role to climate finance focusing on huge,
long-term, high risk investments and projects to mitigate the effects and adapt to climate
change. It mentions its sources, major directions and institutions, amongst them the
multilateral development banks. It compares them with special attention to Europe
exploring similarities and differences how climate finance is reflected in their policy, what
resources they mobilize, what kind of projects they finance, what results they have
achieved, what their plans are in this area and what reactions their activity provoke.
Results show that multilateral development banks play a key role in climate finance. Due
to differences in geographic, historic and economic circumstances and exposure to
climate change they act on it differently. The paper helps to better understand the links
between climate change, climate protection and climate finance and the role of the
multilateral development banks in it in a comparative perspective.

Keywords: Climate Change, Climate Finance, Climate Protection, International Financial
Institutions, Multilateral Development Banks.

Introduction

The purpose of the paper is to present the context of climate change, climate
protection and climate finance, and to address the role played by Multilateral
Development Banks (MDBs) in it. The topic is highly relevant as on June 1, 2017
US President Donald Trump gave a notice to quit the Paris Climate Agreement
accepted by UN member states. In this epoch-making agreement, UN member
states have committed themselves to limiting global warming to below 2 degrees
Celsius by reducing emission of carbon dioxide. President Trump’s decision
sparked protests throughout the US and brought to life the “America's Pledge”
initiative, to voluntarily comply with the Agreement and organize extensive
campaigns to win the widest possible support. The US attitude is very important

*Senior Research Analyst, Central Bank of Hungary and PhD Student, University of Pécs, Hungary.
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not only because of the CO2 emission — as root cause of climate change — by the
US itself, but the strong US influence on the international order and institutions.

The paper aims at finding answers to the following research questions: Can
climate change be considered as a fact of today? Why has it become one of the key
risk factors? Why is climate protection so important? What were the major steps
made globally to protect the climate? How much investments are needed for
climate protection? Who can provide them and in what form? What is the
contribution of the Multilateral Development Banks to climate finance? What
results have they achieved in this area and what could be improved? What kind of
new questions did arise?

Literature Review

For this paper literature is reviewed in three different topics: climate change,
climate finance and multilateral development banks. Each topic has many relevant
publications, so without completeness only some of the most important literature is
highlighted here.

Regarding climate change Andrew E. Dessler’s (2012) book with the title of
“Modern Climate Change” gives a very broad introduction defining climate
change, explaining why it happens and what its effects are, and setting the
fundamentals of the climate policy and actions. “Climate Change Denial: Heads in
the Sand” by Haydn Washington and John Cook (2011) presents the standpoint of
those who deny climate change with various arguments, reveals the interest behind
them and uses scientific evidence to disprove them to realistically address the issue
of climate change. Looking into the future Abishur Prakash (2016) in his book
“Next Geopolitics” examines how new technologies will change geopolitics,
amongst others the fight against climate change.

As for financing “Climate Finance: Theory and Practice” edited by Anil
Markandya et al. (2017) gives a very good overview of the subject presenting the
importance and debates on climate finance, providing theoretical and practical
perspective to it and describing appraisal methods of investments. Regulatory and
governance issues as well as market mechanisms are discussed in great details in
the book “Climate Finance: Regulatory and Funding Strategies for Climate
Change and Global Development” edited by Richard B. Stewart, Benedict
Kingsbury and Bryce Rudyk (2009). A broad policy and regulatory overview and
an empirical analysis on how financial institutions tackle climate change are given
by Megan Bowman (2015) in “Banking on Climate Change”. With regard to
possible necessary actions, the book by Graeme Maxton and Jorgen Randers
(2016) “Reinventing Prosperity” elaborates feasible proposals to reduce
unemployment, inequality and climate change.

As far as Multilateral Development Banks are concerned, the role of
Washington politics in the creation of these international financial institutions is
revealed in the book by Sarah Babb (2009) titled “Behind the Development
Banks”. “Owning Development” edited by Susan Park and Antje Vetterlein (2010)
presents how policy norms emerged and how they have changed in the IMF and
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the World Bank. Four regional development banks (RDBs) are thoroughly
analyzed and compared by Ruth Ben-Artzi (2016) in her book on “Regional
Development Banks in Comparison”. She concludes that RDBs play a vital role in
poverty elimination in spite of their institutional limitations. Robert O’Brien, Anne
Marie Goetz, Jan Aart Scholte and Marc Williams (2000) in their book with the
title of “Contesting Global Governance” focus on the critics against the policies
and activities of the MDBs and show how global social movement can influence
multilateral economic institutions.

This list of reviewed publications represents only a fragment of the very rich
literature on the subject and could easily be enlarged. However, the role of the
climate issue and the influence of international financial institutions through
climate financing on geopolitics is not well presented.

Methodology

Methodology used in this paper is literature review, statistical analysis, and
documents analysis regarding international negotiations on climate change and the
publications of the Multilateral Development Banks as well as using relevant
conference materials. Notre Dame Country Index of the University of Notre Dame
(France) is also included to measure vulnerability and readiness of countries
against climate change. CO2 emission data is drawn from EDGAR’s database.
Findings

From Climate Change to Climate Finance

The Challenge of Climate Change

“Climate change” means a change of climate which is attributed directly or
indirectly to human activity that alters the composition of the global atmosphere
and which is in addition to natural climate variability observed over comparable
time periods; as defined by the United Nations (UN 1992). Others associate
climate change directly with global warming: “Climate change is the catch-all
term for the shift in worldwide weather phenomena associated with an increase in
global average temperatures”. Wired (2018) widely used dictionaries underline the
role of emission in defining climate change: “Changes in the world's weather, in
particular the fact that it is believed to be getting warmer as a result of human
activity increasing the level of carbon dioxide in the atmosphere.” (Cambridge
Dictionary n.d.) In my country a Hungarian curriculum quotes: “Climate change
means the long-term and essential change of the Earth’s climate and weather on
local or global level. For example, changes in the temperature, the quantity and
distribution of the rainwater, wind or the number of sunshine hours”. (Tankonyvtar
2010) What explains climate change? Are there different opinions? What is the
trend in climate change?
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Due to well-known explanations climate change is a consequence of the
emission of greenhouse gases, mainly carbon dioxide (CO2), which is considered
as the main reason of the increase in the average temperature of the Earth. Global
warming may be fatal not only for the environment, but for the human civilization
as well. Consequences can already be observed including melting ice cover and
glaciers, higher sea level, slower ocean conveyor belt, altered flora, accelerated
biodiversity loss, draught and heavy rainfalls, higher humidity, extreme weather
events, etc. Unless we manage to limit the increase in temperature to less than 3.5
Celsius we will not survive, because food supply will be destroyed.

Not everybody is of this opinion. There is a wide range of climate sceptics,
who have a different standpoint. “Trend sceptics” deny the fact of global warming
and argue that climate changed even before. Others accept climate change as a
fact but see nature being the cause of it. In contrast to them “Effect sceptics” see
human activities as a cause but consider it being positive or neutral. Some are
against regulation because of political-ideological considerations. “Science
sceptics” question the validity of scientific research on climate change and argue
that the models of the UN Intergovernmental Panel on Climate Change (IPCC) are
not scientifically well grounded. They consider CO2 emission being only one of
the factors influencing climate, and they oppose investing in emission reduction
(Washington and Cook 2011).

One of the most well-known climate sceptics is Bjorn Lomborg, who assessed
the actual impact of all climate promises made ahead of the Paris Climate Summit
in 2015 and published shocking results. He concluded that even if every nation
fulfilled every promise by 2030, and we assume that these promises could be
extended for another 70 years until the end of this century, the Paris promises
would reduce temperature rises by just 0.17 Celsius by 2100. But this would cost
us some USD 2-3 trillion over the next 25 years (Lomborg 2015).

Climate sceptics — though they are in minority and criticise the standpoint of
the climate savers — are supported by lobbies and put considerable pressure on the
public opinion as well as on the decision makers, well demonstrated by the attitude
of the US President.

Nevertheless, during the past decade climate-related risks have increased
tremendously. The World Economic Forum (WEF) assessed failure of climate
change mitigation and adaptation the most important global risk factor (WEF
2016). Two years later the WEF stated, that “This trend has continued this year,
with all five risks in the environmental category being ranked higher than average
for both likelihood and impact over a 10-year horizon” (WEF 2018). The five risks
mentioned above are as follows: Extreme weather events, Natural disasters,
Failure of climate change mitigation and adaptation, Man-made environmental
disasters, Biodiversity loss and ecosystem collapse.

Vulnerability and Readiness to React on Climate Change

Global warming affects the Earth everywhere but to a different extent. Due to
different natural and social conditions some countries are more vulnerable to
climate change impacts than others, and some countries are more prepared to cope

332



Athens Journal of Business and Economics October 2019

with the challenge of climate change than the rest. Where are the hot spots, and
which are the countries that are least ready to withstand the pressure of climate
change? And where are the strongholds, countries that are least vulnerable and
most ready to adapt? Which countries could improve their situation and which
countries failed to do it?

To answer these questions, the ND-GAIN Global Adaptation Index of the
University of Notre Dame’s Environmental Initiative (France) can be used. It is a
free and open source data. The index looks at two key dimensions. The first is
“vulnerability” — a country's exposure, sensitivity and capacity to adapt to the
negative effects of climate change. It considers six life-supporting sectors: food,
water, health, ecosystem service, human habitat, and infrastructure. The second
dimension is “readiness” — a country’s ability to leverage investments and convert
them to adaptation actions. It considers three components: economic, governance
and social readiness (ND-GAIN Country Index).

As measured by the index, the top 10 most vulnerable countries in 2016 were
Niger, Somalia, Chad, Micronesia, the Solomon Islands, Guinea-Bissau, Sudan,
Liberia, Mali and Eritrea — all are developing countries with low GDP per capita in
Africa and Asia. At the same time the top 10 least vulnerable countries were
Switzerland, Norway, Luxemburg, Germany, Australia, Canada, France, UK,
Sweden and Spain — all with a high GDP per capita, many of them are in Europe.

Again, top 10 countries least ready to adapt to climate change are low income
countries of Africa and Asia with one exception: Somalia, Eritrea, Central African
Republic, Chad, Democratic Republic of Congo, Democratic People’s Republic of
Korea, Libya, Zimbabwe, Venezuela and Haiti. Not surprisingly the top 10
countries most ready to adopt are high income countries: Singapore, New Zealand,
Norway, Denmark, Finland, Sweden, Austria, Republic of Korea, Iceland and
Switzerland — seven of them are European.

It draws attention to a major global problem as a World Bank’s statement puts
it: “Low income countries tend to be more vulnerable, and less equipped to invest
against, extreme climate impacts”. (World Bank Pubs 2018) Figure 1 below
presents the position of the countries by their overall ability to withstand climate
effects as measured by the ND-GAIN Country Index for 2016 combining
vulnerability and readiness. The darker the country on the map is, the more
resistant it is.

As far as Europe is concerned, the “Old Continent” is also affected by climate
change although the situation in this respect is much more favourable in Europe
than in Africa or Asia. Within Europe the most endangered territories are the sea
coasts and some regions of Central Europe. The Scandinavian and some Western
European countries are the most prepared to cope with climate change effects,
while the Southern and Eastern part of the continent is less resistant.
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Figure 1. Resistance of Countries against Climate Effects as Measured by the ND-
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Source: Author’s own map using data from ND Country Index, https://ntrda.me/2ATM9E4
[Accessed 19.11.2017].

During the past 15 years Europe made considerable efforts to improve
resilience. 23 out of the 39 countries in Europe succeeded improving their overall
ND-GAIN Country Index score from 2000 to 2016. Half of them belong to the
group of high GDP per capita countries, one third of them to the upper middle and
3 countries to the lower middle GDP per capita group. The scores of the rest of the
countries were either maintained or slightly declining but with less than one point
on the scale.

Figure 2 below presents the ND-GAIN Country Index of the European
countries in 2000 and 2016.

Figure 2. ND-GAIN Country Index of the European Countries in 2000 and 2016
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Source: Author’s own chart using data from ND-GAIN Country Index https://ntrda.me/2QE7B9V
[Accessed: 19.11.2017].
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The Root Cause: CO2 Emission

As CO2 emission is considered the root-cause of climate change due to
human activity on the Earth, which has increased considerably during the past
twenty-five years and reached a level that endangers the climate. Figure 3 below
shows the increase of the total CO2 emission by all countries of the world between
1990 and 2015 measured in kton.

Figure 3. Total CO2 Emission of all Countries 1990-2015 (kton)
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Source: Author’s own chart using data from EDGAR (2017).

In 2015 the world produced over 35,633 million of tonnes of carbon dioxide,
which means a sharp increase of nearly 60 percent between 1990 and 2015.
Emission is highly concentrated to the industrialized counties, as the top 20
emitters are accountable for 79 percent of it.

China is far more the largest emitter country producing 10,642 million of tons
of CO2 with an enormous increase (354 percent) in the past twenty-five years
representing 29 percent of the global CO2 emission. The USA is the second
largest emitter with 5,114 million of tons but with “only” a 3 percent increase over
the same period, representing 14% of the total emission. Other large emitter
countries are India, Russia, Japan (all above 1,000 million of tons) with a share of
3-7 percent of the total emission. While there was a sharp increase in emission of
CO2 in India (369 percent) and a moderate one in Japan (8 percent), emission by
Russia decreased considerably during the past 25 years (29 percent). Table 1
below presents the top 20 global CO2 emitter countries and their emission in 2015,
the increase of their emission from 1990 to 2015 and their share in the total
emission of the world in 2015.
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Table 1. Top 20 Global CO2 Emitter Countries 1990-2015
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| Share in the
ncrease total
Country 1990 2015 from 1990 to S
2015 emission in
2015

Unit kton CO2 kton CO2 % %
World Total 22,452,432 35,633,093 159% 100.0%
EU-28 4,334,975 3,424,778 79% 9.6%
China 2,305,425 10,461,742 454% 29.4%
USA 4,955,641 5,114,424 103% 14.4%
India 655.462 2,419,637 369% 6.8%
Russia 2,379,433 1,698,007 71% 4.8%
Japan 1,158,222 1,254,800 108% 3.5%
Germany 1,003,149 765,923 76% 2.1%
Canada 554,684 682,765 123% 1.9%
Iran 201,720 628,611 312% 1.8%
Korea 268,057 601,322 224% 1.7%
Saudi Arabia 167,929 512,351 305% 1.4%
Indonesia 159,852 498,098 312% 1.4%
Brazil 215,804 492,986 228% 1.4%
Mexico 289,350 450,999 156% 1.3%
Australia 276,218 419,088 152% 1.2%
United Kingdom 575,834 392,946 68% 1.1%
South Africa 268,333 392,467 146% 1.1%
Italy 423,297 355,143 84% 1.0%
Turkey 149,477 349,756 234% 1.0%
France 376,700 324,691 86% 0.9%
Poland 358,700 288,938 81% 0.8%
Total of Top 20 countries 16,743,287 28,104,698 168% 78.9%

Source: Author’s own table using data from EDGAR (2017).

With regard to Europe, the EU-28 is the third largest emitter of the world with
3,424 million of tons of CO2 providing nearly 10 percent of the global emission. It
Is important to note, that contrary to China and the US, the EU-28 succeeded to cut
emission by 21 percent between 1990 and 2015 — due not only to the economic
crisis but to its considerable effort to “green the economy”.

Within Europe, Germany is far more the largest CO2 emitter in the EU-28,
followed by the United Kingdom, Italy, France, Poland and Spain. These large
emitter countries of Europe succeeded to decrease emission by 14-32 percent
between 1990 and 2015, except for Spain, where CO2 emission has increased by
15 percent during the same period. These six countries together, account for 70
percent of the total CO2 emission of the EU. Figure 4 below presents how CO2
emission has changed in the EU-28 member-states between 1990 and 2015.
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Figure 4. CO2 Emission by the Current Member-States of the European Union
1990-2015

1,200,000

8 £ 2 8 5 50 % &

Germany
Latviz

oveni:
Lithuaniz
Cypru
Maltz

[

Luxembourg

France and Mor
Spain and Andor
Nethe

Source: Author’s own chart using data from EDGAR (2017).

The Need for Climate Protection and its Directions

Actions against climate change are called climate protection. By the 1980s it
turned out that action against climate change is not possible at the level of
individual countries, it requires global action. This led to the adoption of the
United Nations Framework Convention on Climate Change (UNFCCC) adopted
in 1992 at the Rio Earth Summit and to the Conference of Parties (COP) held each
year. Based on the UNFCCC and after many rounds of negotiations the Paris
Climate Agreement was signed in 2015, which is the most extensive international
cooperation in the fight against climate change. "Combating Climate Change and
its Effects™ is also included in the UN "Sustainable Development Goals" adopted
in 2015 (Goal 13: Climate Action, UN 2015).

The two main directions of climate protection are mitigation and adaptation.
The UN International Panel on Climate Change (IPCC) defines climate mitigation
as: “An anthropogenic intervention to reduce the sources or enhance the sinks of
greenhouse gases.” Climate adaptation refers to the ability of a system to adjust to
climate change (including climate variability and extremes) to moderate potential
damage, to take advantage of opportunities, or to cope with the consequences. The
IPCC defines adaptation as the “adjustment in natural or human systems in
response to actual or expected climatic stimuli or their effects, which moderates
harm or exploits beneficial opportunities” (UN 1992). Of these two directions,
mitigation is the dominant, adaptation gets still less attention.
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Financing Climate Actions

The key question of climate protection is climate finance. Climate finance is
part of the environmental finance and partly overlaps with green finance. It is a
heavily contested term. From a climate justice perspective, it refers to the transfer
of public resources from North to South to cover the costs of dealing with the
long-term impacts of climate change. This money, a key component of climate
debt, should also be provided to help Southern countries to pursue low-emissions
paths without repeating the unsustainable reliance on fossil-fuels that was central
to the industrialization of Northern countries. Other definitions are broader and
refer to all financial flows relating to climate mitigation and adaptation (Reyes
2012). They include aid, private and equity investments, in case they are related to
climate protection.

Estimated global total climate finance by ‘Carbon Brief’— a UK-based website
covering the latest developments in climate science, climate policy and energy
policy — amounted to USD 340-650 billion in 2014. Developed countries
transferred USD 40-175 billion to developing countries, out of which USD 35-50
billion was coming from public and USD 5-125 billion from private sources (Yeo
2015). Public climate finance is constantly increasing. From the annual USD 35
billion in 2011-12 it increased to USD 42 billion in 2013-14, and it will reach USD
67 billion by 2020 (ODI 2016). This is getting closer to the USD 100 billion
pledge of the Paris Climate Agreement, but still there is a gap. More than half of
this amount is bilateral financing, 40 percent is provided by MDBs, some
percentage is financed through multilateral climate funds, part of which is
managed also by MDBs, mainly by the World Bank.

The institutional structure of climate finance is rather complex and includes
many actors (Nakhooda et al. 2015). Contributors are the developed donor
countries, the European Union and some subnational organizations. They create
dedicated climate finance funds and initiatives and establish bilateral and
multilateral institutions, including MDBs. Bilateral institutions generally work
with implementing agencies to execute their projects. Multilateral institutions use
both market and non-market mechanisms to meet their climate goals. Market
mechanisms — created by the Kyoto Protocol — are International Emissions
Trading, Clean Development Mechanism and Joint Implementation. Non-market
mechanisms is a broad basket, it can be anything provided it is not market-based,
for instance cooperation on climate policy, fiscal measures, such as putting a price
on carbon or applying taxes to discourage emissions. Recipients are the benefi-
ciary developing countries. They usually work with regional and national imple-
menting agencies and funds. Figure 5 below shows the model of institutional
structure of climate finance.
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Figure 5. Model of Institutional Structure of Climate Finance

Contributor developed countries

Dedicated climate finance funds & initiatives

Bilateral institutions

Implementing agencies

Multilateral institutions

Market mechanisms Non-market mechanisms
Recipients
Regional & National Regional & National
Implementing Entities Funds

Source: Author’s.
The Role of Multilateral Development Banks in Climate Finance

Multilateral Development Banks as Key International Financial Institutions

Multilateral Development Banks (MDBs) are International Financial
Institutions (IFIs). They are key members of the Bretton Woods financial system
established after the World War 1l by sovereign states to foster reconstruction and
development. They are important financial intermediators providing finance for
long-term and risky investments which are not attractive enough for the private
sector but badly needed for development, such as infrastructure, economic and
social environment etc. They focus on the developing and the transition countries
providing loans and guarantees, technical advice and make equity investments.
They are owned by their shareholders and the decision-making is based on the
shareholder’s votes. This way the big donor countries can exercise heavy influence
on the decisions which raises issues in the time of global power shift to a
multipolar world and when recipient countries want to have a stronger voice (Babb
2009).

The largest and globally operating MDB is the World Bank (WB), which
serves as a model for the regional development banks: the African (AfDB), Asian
(ADB) and Inter-American Development Bank (IDB), the European Bank for
Reconstruction and Development (EBRD) and the bank of the European Union,
the European Investment Bank (EIB).

These institutions are only one group of the most important players in global
climate finance and can satisfy only a part of the development needs. Their role is
unique, they cooperate with other public and private finance institutions to

339



Vol. 5,No. 4 Babosik: Climate Finance by Multinational Development Banks...

mobilize as much resources as possible through the best use of opportunities and
risk sharing. In addition, they are extremely important in the development and
dissemination of norms (Park and Vetterlein 2010).

However, MDBs and their activities are also heavily criticized. On the one
hand, the influence of the US in their governance and decision-making is said to
be problematic, which is a consequence of their ownership structure. On the other
hand, their caution and risk aversion make it difficult to finance projects of those
who are in the greatest need. As MDBs are regularly rated by large international
credit rating agencies, and their position on the capital markets is determined by
their rating, they only provide loans to creditworthy borrowers and under strict
conditions, which does not necessarily coincide with development needs.
Criticism is also concerned with their bureaucracy, sluggishness and inflexibility,
which makes it difficult and time-consuming to dynamically implement projects in
the fast-paced world (Ben-Artzi 2016).

As MDBs are key international financial institutions, it is important to learn if
they are committed to financing climate actions? Is climate finance a priority area
in their strategy? What is the share of climate finance in their activities?

Multilateral Development Banks’ Commitment to Climate Finance

MDBs are active in climate finance. They set strategies and action plans for
financing climate actions. They declared their commitment to the Paris Climate
Agreement in 2015 and play an important role in delivering the annual USD 100
billion climate finance commitment of the developed countries.

Under the term climate finance, MDBs understand the use of financial
resources for development activities devoted to mitigating and/or adapting climate
change impacts in the developing and emerging countries. For accounting
purposes, they have developed and use a common methodology based on the list
of activities that can be linked to low carbon emissions (MDB Methodology
2015).

Climate Change Strategies of the Multilateral Development Banks

All MDBs have strategic documents guiding their activities in climate
finance. These documents were elaborated during the past ten years, mainly
following the Paris Climate Agreement signed in 2015.

The African Development Bank (AfDB) developed its “Strategy on Climate
Risk Management and Adaptation” (CRMA) in 2009 (AfDB 2009). It calls for
increased support for capacity building of African countries to tackle climate
change risks. It also ensures that all investments financed by the Bank are
“climate-proof”, meaning that they are designed, installed, implemented and
managed to reduce to a minimal level the adverse effects of climate change, with
the most cost-effective ratio as possible. Based on this strategy a “Climate Change
Action Plan” (CCAP) was prepared for the period of 2011-2015 as well (AfDB
2011).
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The Asian Development Bank (ADB) published its priorities for climate
action in 2010 in a document titled “Addressing Climate Change in Asia and the
Pacific: Priorities for Action”. It aims at helping the region to be more resilient to
the adverse impacts of climate change and follow a low-carbon path for economic
growth and poverty reduction (ADB, 2010). In 2017 a “Climate Change
Operational Framework” was developed for the period between 2017 and 2030
determining “Enhanced Actions for Low Greenhouse Gas Emissions and Climate-
Resilient Development” (ADB 2017).

The Inter-American Development Bank (IDB) issued its “Integrated Strategy
for Climate Change Adaptation and Mitigation, and Sustainable and Renewable
Energy” in 2011 (IDB 2011). Its objective was to contribute to low carbon
development and address key vulnerabilities to the consequences of climate
change in Latin-America.

The European Bank for Reconstruction and Development (EBRD) announced
its overall “Green Economy Transition” (GET) approach in 2015. It states that
with sustainable investments EBRD helps to mitigate and/or build resilience to the
effects of climate change and other forms of environmental degradation (EBRD
2015). EBRD also introduced green economy aspects into the project evaluation
criteria.

The European Investment Bank (EIB) adopted its “Climate Strategy” also in
2015, mobilising finance for the transition to a low-carbon and climate-resilient
economy. It defines three strategic action areas: reinforcing the impact of EIB
climate financing, increasing resilience to climate change, and further integrating
climate change considerations across all EIB’s standards, methods and processes.
Within each of these areas operational initiatives are also launched (EIB 2015).

The World Bank Group (WBG)’s “Climate Change Action Plan 2016-2020”
was published in 2016. It sets ambitious targets for 2020 in high-impact areas,
including clean energy, green transport, climate-smart agriculture, and urban
resilience, as well as in mobilizing the private sector to expand climate
investments in developing countries and lays out concrete actions to help countries
deliver on their contributions to global targets (World Bank, IFC, MIGA 2016).

These strategies demonstrate, that MDBs have elaborated climate finance
strategy, developed action plans and are dedicated to follow up their climate-
related financing against their strategy.

Financing Climate Actions by Multilateral Development Banks

Financing climate actions has become an important direction in the activities
of the MDBs. They spend over USD 35 billion annually on climate finance, 80
percent of which is for mitigation, and 20 percent for adaptation. Additionally,
they provide approximately USD 50 billion co-financing per year with other
international financiers and private investors. Between 2011 and 2017 their
cumulative climate finance investment amounted nearly to USD 200 billion. The
overwhelm-ming majority of climate finance (97 percent) is made from own, the
rest is from external resources. They are provided by bilateral donors or the
climate funds managed also by the MDBs.

341



Vol. 5,No. 4 Babosik: Climate Finance by Multinational Development Banks...

Loans represent 80 percent of climate finance of the MDBs. Aid, guarantees,
budget support, capital investments and other assets have only 1-6 percent share
but these are extremely important to mobilize the private sector for co-financing.

The focus areas of the climate actions are rather narrow. Most of the projects
finance renewable energy and energy efficiency.

The main beneficiary of climate actions of the MDBs is the public sector of
the recipient countries. Public sector accounts for two-third of climate finance
from the MDBs’ own sources, and three quarters of the external sources, being a
much smaller amount. AfDB finances only the public sector, while EBRD
provides more financing for the private than for the public sector.

Regarding geographical targeting, 20 percent of MDBs' climate finance is
directed to non-EU Europe and Central Asia, 19 percent to South Asia, 15 percent
to Latin America and the Caribbean, 14 percent to East Asia, 13 percent to 11 EU
countries, 9 percent to the Middle East and North Africa, and another 9 percent to
the sub-Saharan region. Least developed countries receive 15 percent of climate
finance and small island states another 2 percent. As climate finance is mainly
used for mitigation, it is expected to bring the most benefit in the major polluting
countries.

Climate finance represents 20-30 percent in the investment portfolio of MDBs
in general. EBRD is the only exception, where the share of climate finance in the
total investments is much higher, amounting to 38 percent (MDBs 2017).

Climate investments of the MDBs have fundamental impact on many people’s
lives. For example, “Renewable energy projects representing 10 gigawatts Of
generation capacity, and 10 new operations that when in place will improve the
climate resilience of over 50 million people” — said John Roome, Senior Director
for Climate Change of World Bank Group (WBG 2017). This way, MDBs are key
to upscale climate protection in the region where they operate.

These figures show that MDBs have a prominent role in climate finance,
which became even more important after the Paris Climate Agreement. Each
MDB has set ambitious targets for rapidly expanding climate finance till 2020 and
Is enhancing its activity in this field. It is proven by the fact that they managed to
increase the share of climate finance in their activity by 5-10 percent from 2016 to
2017. Table 2 below presents MDBs’ climate finance commitment for 2020.

Nevertheless, critics are also voiced regarding the climate activities of the
MDB:s. Civil Society Organizations (CSOs), that have a global or regional reach
closely watch these investments, report on their observations and act if needed.
They managed to become a major stakeholder group with whom the MDBs are
obliged to cooperate. Therefore, all MDBs have developed a platform to work
with the CSOs, have regular consultations with them, invite them for their Annual
Meetings, consider and react to their opinion, findings and actions.
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Table 2. MDBs' Commitment to Climate Finance

2020 Climate Finance Target

To double climate finance to USD 6 billion per annum, USD 4 billion for

ADB mitigation and USD 2 billion for adaptation (up from USD 3 billion in 2015)

To triple climate finance to 40 percent of the annual investments, ca. USD 5

ATDB billion (up from 26 percent on average between 2011-2014)

40 percent of annual investments for green finance (composed of climate
EBRD | finance and finance for projects with a possible environmental impact) (up
from 25 percent on average between 2010-2014)

EIB 35 percent of annual lending, ca. EUR 2 billion per year (25 percent in 2015)

To double climate finance to 30 percent of approved loans, an average of
USD 4 billion a year, and climate risk assessment, identification of

IDBG opportunities and measures to improve resistance and mitigate the effects of
climate change (up from 14 percent on average between 2012-2014)
To increase the amount of climate finance by one third to USD 16 billion
annually, and its share in the annual commitment to 28 percent. WBG wants
WBG to maintain the current level of co-financing, which would increase climate

finance by another USD 13 billion a year. The combined value of direct and
co-financing would thus reach USD 29 billion a year. (up from 21 percent in
2015)

Source: Author’s own table using information from MDBs (2015) and Cuntz et al. (2017).

For example, the Arab NGO Network for Development (ANND) is focusing
on the involvement of EIB and EBRD in the Arab Region, one of the most
affected areas by climate change according to the UN Intergovernmental Panel on
Climate Change (IPCC). In its paper on climate change ANND shows, that in spite
the share of climate finance is relatively high in the total investment of both EIB
and EBRD (22 and 15 percent respectively in 2013), the Arab region benefits only
with 2 percent of it, which is a very low share compared to other regions (ANND
2017).

Referring to an analysis done by the Bankwatch, ANND warns that many EIB
projects benefit the European companies the most and not the local communities.
Energy projects ensure oil to European counties rather that increase energy
efficiency locally. ANND also criticizes that EIB does not consider carbon
footprint of the projects to express the merit of the project and does not pay
enough attention to CO2 emission.

ANND shows, that in the climate financing activities of EBRD the share of
the Southern and Eastern Mediterranean region (SEMED), — where the Arab
countries belong to — was as small as 0.7 percent only between 2006 and 2013.
Less than one quarter of the energy projects is financing renewable energy, the
rest, — more than three quarters of the projects — are dedicated to fossil fuels using
the argument of energy security and efficiency. Environmental categorization of
the projects is also problematic. Miscategorization misleads when calculating with
the environmental impact of the projects and turns the attention away from
possible environmental degradation.

ANND gives some recommendations, too. EIB and EBRD should imply with
the decarbonization target by 2050 and stop to support coal, observe environmental
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and social standards, ensure that the green economy concept is not merely a
rhetoric, promote the transfer and dissemination of clean and environmentally
sound technologies, finance energy efficiency and ensure that privatization related
to water, energy, roads etc. consider these sectors as basic rights of people living in
that region and projects should not prohibit people from enjoying their rights.
ANND is not the only critical voice to be heard. Other CSOs express similar
concerns in all geographies regarding climate actions of MDBSs, too.

To further foster climate finance MDBs need to take seriously these critics
and recommendations, enlarge the scope of their activities and improve efficiency.
To enlarge the scope new MDBs can be established, sources for climate finance
can be increased, private capital can be mobilized and co-financing can be done
with the private sector, risk sharing facilities can be provided by partial credit
guarantees, financial innovations can be introduced like green bonds, cat bonds,
green credit lines, insurance products etc., environmental and social assessment
can be included in all projects. Other ways to enlarge the scope can be raising
awareness, sharing knowledge, building up capacity and knowhow in risk
assessment, helping to create bankable and environmentally sustainable projects.
To increase efficiency project design, management and coordination could be
improved, technical and financial experts could be involved, multiple barriers
should be tackled, initial interventions could be scaled up and expanded, specific
interventions could be replicated in different locations, and scaling up and
reproduction could be mixed. These tools and solutions can be combined and
taylor-made for the specific needs, once the MDBs keep their promises to stay
committed to help the developing and emerging countries to cope with the
challenge of climate change.

Results
The results of the above analysis show, that

e Climate change has become a reality of today and is one of the top risk
factors endangering the Earth. CO2 emission is the main cause of climate
change. Industrialized developed countries are the major emitters.

¢ Climate change affects all countries, though to a different extent. The most
affected countries are low income developing countries in Africa and Asia,
accounting for only a small part of global emission. They need financial
resources for climate mitigation and adaptation.

e Climate protection is in the interest of the whole world to ensure proper
conditions for the survival of mankind. International agreements have been
concluded and signed by nearly every country in the world defining targets,
actions and measures.

e Climate protection requires long-term and risky investments. Developed
countries invest in climate finance also through the MDBs. MDBs have
strong commitment to climate mitigation and adaptation, set strategies,
provide loans and assistance for the recipient developing and emerging
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countries. They can meet part of the climate finance needs only but make
effort to increase their contribution.

e To best utilize the potential of the MDBs’ for climate finance they should
enlarge the scope of their activities, improve efficiency and instead of
favouring the interest of the donor countries, their climate-related projects
should serve the interest of the local communities and people at first.

Discussion

The fight against climate change is in the interest of the entire world. Its
success or failure will influence international power relations of the future, and
vice versa, international power relations today outline what is possible to achieve
and how in the field of climate protection. This way climate finance shapes
geopolitics and it is being shaped by geopolitics at the same time. Therefore,
power relations, interest of the stake-holders, long-term effects of the projects as
well as ethical questions of justice and inequalities could be further discussed. The
debate on development versus growth cannot be avoided, either. As all these
questions are far reaching and complex, an interdisciplinary approach would be
essential.

Conclusions

Climate change has highlighted the need for climate protection including
international agreements, voluntary commitments, and investments for mitigation
and adaptation which requires tremendous additional financing. Multilateral
Development Banks play an important role to provide considerable funding. They
account for about 40 percent of the total climate finance, while climate finance
represents about 25-35 percent in their investments. Their role is extremely
important not only due to the financing they provide but because of the norms,
standards and expectations they create and implement. They are committed to
include climate finance into their priorities and increase climate investments. This
way they are key to upscale climate protection in their region and globally and
fight against climate change. To meet these stretching targets, MDBs need to
enlarge the scope, increase efficiency as well as listen to and act on well-based
critics.

However, three major questions are remaining. Firstly, how will the US quit
from the Paris Climate Agreement influence climate finance of the MDBs as the
US has a considerable influence on them? Secondly, how will Brexit affect climate
finance of EBRD and EIB? Thirdly, what will these changes mean for climate
finance globally? To answer these questions further research would be essential.
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