“Corporate social responsibility of a multinational bank and its South African
subsidiary”

Amanda Koffman-Xaba

AUTHORS Geoff A. Goldman

Amanda Koffman-Xaba and Geoff A. Goldman (2016). Corporate social
ARTICLE INFO responsibility of a multinational bank and its South African subsidiary. Banks and
Bank Systems, 11(1), 23-33. doi:10.21511/bbs.11(1).2016.03

DOI http://dx.doi.org/10.21511/bbs.11(1).2016.03

RELEASED ON Monday, 25 April 2016

JOURNAL "Banks and Bank Systems"

FOUNDER LLC “Consulting Publishing Company “Business Perspectives”
0 0 0

© The author(s) 2026. This publication is an open access article.

<7/~/| BUSINESS e .
PE Rs PECT'VES usinessperspectlives.org



Banks and Bank Systems, Volume 11, Issue 1, 2016

Amanda Koffman-Xaba (South Africa), Geoff A. Goldman (South Africa)

Corporate social responsibility of a multinational bank
and its South African subsidiary
Abstract

Africa has become increasingly attractive to foreign investors, but the establishment of operations in emerging markets
poses challenges for multinationals. One such challenge is implementing of corporate social responsibility (CSR) effec-
tively across all subsidiaries. This study aims to determine whether there are differences in CSR expectations and prax-
is between a multinational bank and its subsidiary operating in South Africa. Through qualitative research methods, a
case study research design approach was utilized to study CSR activities in the parent company and CSR activities in
its South African subsidiary. Data collected from ten interviews are analyzed using open, axial and selective coding
procedures. The study concludes that there are nuanced gaps in CSR expectations, and between the parent com-
pany and its South African subsidiary. Global CSR strategies may be applied consistently across subsidiaries, but
they do not necessarily address core issues faced in emerging economies, placing doubts upon the practicality of

these efforts.
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Introduction

Africa has experienced a 27% increase in foreign
direct investment by developed nations between
2010 and 2011 due, in part, to a growing consumer
base (Ernst & Young, 2012). Thus, many South
African based organizations have been targeted for
mergers and acquisitions by multinational organiza-
tions. This research focuses on one such example,
which occurred in 2005 when 56% of a leading South
African bank was acquired by a multinational bank
with its head office in the UK'.

When multinational organizations invest in emerging
economies, strategies need to be different in approach
to those followed in developed economies, as they
need to be cognisant of the complexities faced by
business in emerging economies (Peters, Miller &
Kusyk, 2011). Multinational organizations, therefore,
need to approach corporate strategies (such as corpo-
rate social responsibility, or CSR) in a collaborative
manner which involves local stakeholders and local
context (Tobey & Perera, 2012). When, specifically,
looking at CSR, multinational organizations often find
themselves caught between which CSR initiatives they
should contribute toward in the host country and the
CSR program in place in their home countries (Kolk
& Lenfant, 2010). In South Africa, defining and im-
plementing CSR requires organizations to compre-
hend “the extremely uneven distribution of resources
between blacks and whites institutionalized as part of
the apartheid system” (Lund-Thompson, 2005,
p. 624). There is a strong focus on transformation in
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South African organizations’ CSR, resultant from
domestic pressures (Baskin, 2006) emanating from the
country’s apartheid legacy.

1. Literature review

An extensive body of knowledge exists concerning
CSR and its various derivatives such as corporate
social investment, corporate citizenship and corporate
sustainability (Carroll & Shabana, 2010). This litera-
ture review will not attempt to define CSR or map its
evolution. Rather, it will focus on how CSR initiatives
are adopted by multinational organizations and how
CSR is interpreted and implemented in emerging
economies.

Any discussion concerning CSR needs acknow-
ledging the notion that CSR is a concept with its pro-
ponents and detractors. Fundamentally, CSR is an
ethical conception which has become standard in
business organizations, and is now the norm rather
than the exception (Vurro & Perrini, 2011; Carroll &
Shabana, 2010; Sharma & Talwar, 2005). Despite the
ongoing debate around what CSR means and what it
involves, organizations are expected to have a certain
level of responsibility towards society that involves
more than just being profitable (Carroll & Shabana,
2010). Bell (cited in Nehme & Wee, 2008, p. 130)
states on the matter:

“...to think of the business corporation simply as an
economic instrument is to fail totally to understand the
meaning of social changes of the last half
century.”

Essentially, CSR is embedded in stakeholder theory
which posits that an organization should not use orga-
nizational resources for the sole purpose of profit max-
imization and owners’ return on investment, but
should ensure that resources benefit all stakeholders
(Freeman, 1984). Thus, organizations have an obli-
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gation to evaluate the impact its business activities
have on all stakeholders (Bird, Hall, Momente &
Reggiani, 2007).

CSR has recurrently been challenged by hard-line
advocates of capitalism (Nehme & Wee, 2008), and
neoclassical economists, postulating that organiza-
tions should be solely focused on maximizing the
company’s long-term market value, specifically, the
wealth of the shareholders (Bird et al., 2007). In line
with this, many detractors of CSR fall back on the
Friedman’s (1970) thesis of organizations existing
purely for the maximization of shareholder wealth,
and that directors of organizations are not autho-
rized to practise philanthropy with owner’s wealth.
Friedman (1970) further argues that organizations
are artificial entities that cannot possess social re-
sponsibilities, and if organizations were to engage
in social duties, these would be difficult to define.
Davis (1973) built upon Friedman’s stance, post-
ulating that skills in organizations are focused to-
wards finance and operations, and are, therefore, not
equipped to engage in socially-orientated decision-
making activities. Thus, in organizations where
skills are focused on CSR initiatives, the risk is that
these organizations could fail to meet their primary
business objectives, putting the organization at a
competitive disadvantage (Aupperle, Carroll &
Hatfield, 1985). However, in the wake of the 2008
global economic crisis, business organizations are
attempting to redefine their purpose, which poses
new questions and challenges in terms of what an
organization must do and how it must go about
doing it (Goldman, Nienaber & Pretorius, 2015).

Multinational operations have added a further di-
mension to CSR, as it is also viewed as a mode of
governance which can overcome abating labor leg-
islation confined to national boundaries (Bethoux,
Didry & Mias, 2007). In emerging economies, the
presence of multinational organizations is viewed as
having a positive effect on working conditions as
these multinationals are viewed as agents of change,
bringing about not only financial and economic
benefits, but also contributing to ethical standards in
business (Chiara & Spena, 2011; Bethoux,
et al., 2007).

1.1. Corporate social responsibility in multina-
tional organizations. Multinational organizations
have formal CSR functions or program in place
governed by policies specific to home country re-
quirements (Baines, 2009; Galbreath, 2006). How-
ever, the context of CSR can vary considerably
between countries where multinational organiza-
tions operate, reflecting the distinctive traits of host
countries. Multinational organizations may have set
CSR policies in the home country, but host country
differences must be considered when implementing
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CSR in a global context (Galbreath, 2006), with the
nett result that global CSR policies often involve
customized initiatives in host countries influenced
by institutional and social pressures specific to these
host countries. These pressures can emanate from
cultural norms and values, the regulatory environ-
ment of the host country and the expectations of
NGO’s (Chiara & Spena, 2011; Hinson & Ndlovu,
2011).

Often, a global CSR strategy in a multinational
organization is not adopted by particular subsidia-
ries or host countries (Galbreath, 2006), which im-
plies heightened challenges for multinational orga-
nizations (Hinson & Ndlovu, 2011). Global stan-
dards and codes, such as those proposed by OECD
(Organization for Economic Development) and the
United Nations, have recommended various ethical
and socially responsible policies which multination-
al organizations should adopt, could serve as mini-
mum guidelines for multinationals to consider when
implementing CSR initiatives in host countries
(Baines, 2009). The OECD guidelines for multina-
tional enterprises were set up to provide codes of
conduct based on shared values for multinational
organizations operating in foreign countries, ensur-
ing that they operate in accordance with local go-
vernment policies (Baines, 2009). These are volun-
tary standards (covering issues on human rights,
labor laws, environment and bribery) which a gov-
ernment would recommend to a multinational or-
ganization (Adeyeye, 2011). Another driver of
CSR, specific to the financial services sector, are
the Equator Principles. These are also voluntary
principles that detail how improvements in social
and environmental initiatives are to be undertaken
by financial institutions (Baines, 2009). The original
principles were based on guidelines and policies
instituted by the World Bank and International
Finance Corporation (Adeyeye, 2011). Where these
guidelines have been adopted and managed success-
fully, relations between multinational organizations
and host countries seem to be healthy, attaining a
vigorous level of reciprocity and understanding of
each parties’ needs (Baines, 2009).

Despite these guidelines, the World Business Coun-
cil for Sustainable Development (WBCSD) argues
that no universal standard for CSR is possible, as
regulatory and cultural variables are far too dispa-
rate in host countries (Adeyeye, 2011). Therefore,
industry-initiated codes, such as the Equator Prin-
ciples, are subject to much criticism, with accusa-
tions centring around a lack of transparency with
respect to the implementation of the principles.

1.2. Corporate social responsibility in emerging
markets. Multinational organizations active in de-
veloping economies are, often, the primary owners



of businesses and possess greater wealth than local
communities (Hinson & Ndhlovu, 2011). These
communities are impacted by international business
operations, and are increasingly placing pressure on
multinational organizations to contribute towards
the welfare of society (Cheng & Ahmed, 2010). The
expectation is that these multinational organizations
should compensate for the poor social standing of
host communities through the implementation of
community upliftment and infrastructure develop-
ment program (Dobers & Halme, 2009).

Multinational organizations have come to realize
the benefit and importance of doing business in
emerging economies and realize that there is a re-
quirement to display high corporate responsibility
standards and that these are usually very different
from what is expected in developed economies (Da
Piedade & Thomas, 2006b). However, multination-
als operating in emerging economies need to be
cognisant of weaker governance structures than
might be prevalent in developed nations (Okpara,
2011). Emerging economies are often associated
with a lack of ethical norms, turbulent socio-
economic conditions and weak legal systems, which
tend to affect the reputation of organizations operat-
ing in such economies (Peters et al., 2011).

Focusing on South Africa as an emerging economy,
Fig (2005) argues that CSR in South Africa has
been influenced by many historical events and by
the belief that the business sector has contrived to
perpetuate the legacy of apartheid, a sentiment
echoed by Dzansi and Pretorius (2009). As econom-
ic and political power shifted in South Africa post
1994, there was a strong belief that large organiza-
tions had generated profits through human rights
violations. Although the business sector did not
undergo legal proceedings to rectify past wrong-
doings, the African National Congress government
did have an expectation that the South African busi-
ness community would address past injustices, and,
thus, the need to transform manifested through CSR
(Fig, 2005). Baskin (2006) argues that, due to South
Africa’s history, two distinct CSR practices have
become apparent in many organizations:

¢ contributions to education;

¢ high involvement in the management of
HIV/AIDS.

Da Piedade and Thomas (2006a) add six critical CSR
issues relevant to South African organizations, these
being poverty alleviation, health care, housing, go-
vernance, land distribution and environmental con-
servation.

It is evident that a standard approach to CSR
presents challenges for organizations active in
South Africa. Apart from a moral obligation to ad-
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dress past injustices, they are also subject to trans-
formation, aimed at obliging companies to take
active steps in addressing the representation of
black people (and women) in management, as well
as equity ownership, and in procurement (Baskin,
2006). The Broad Based Black Economic Empo-
werment (BBBEE) charter, developed jointly by
government and business, stipulates targets for
change with respect to increased employment of
black people, ownership, promotion and training,
and procurement of goods and services from black
people (Fig, 2005). The key elements covered in the
BBBEE regulatory framework are employment
equity, skills development and ownership, and cor-
porate social responsibility (referred to in the
BBBEE charter as Corporate Social Investment —
CSI) (Skinner & Mersham, 2008). Incorporating
CSI into the BBBEE scorecard has led to an in-
crease in business involvement and contribution
towards community development (Hinson &
Ndhlovu, 2011).

Incorporating CSR in South Africa’s legal system
may inherently create a problem in that there could
be a tendency by organizations to only respond to
the legal requirements, thus, reducing social respon-
sibility to mere compliance and not a principle is-
sue. However, Hinson and Ndhlovu (2011) refer to
instances where a number of organizations (such as
Old Mutual and Nedbank) have gone beyond the
call of duty and have won international awards in
excellence for their contributions towards CSR.

2. The research setting

As mentioned, the setting for this research is a bank
that, before 2005, was one of the biggest commer-
cial South African banks. In 2005, a UK based mul-
tinational bank (referred to as the parent company)
acquired a 56% holding in this bank. Although the
branding and identity of this new South African
subsidiary did not change, the parent company’s
branding has gradually been introduced, and is set
to replace the current branding. The parent company
has a presence in over 50 countries, and it divides
its operations into four operational regions, these
being Asia Pacific (13 countries), the Americas (six
countries), Europe (21 countries) and Africa and
Middle East (19 countries).

3. Rationale for conducting the research

Literature points to the notion that multinational
organizations based in developed economies appear
not to have a full understanding of the CSR issues
and challenges that are relevant in host country
operations, especially in developing economies. In
many instances, social responsibility directives are
passed down by host country governments or arise
from socio-economic pressures in the host country,
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which is often vastly different from the CSR expec-
tations that have been set out by the parent compa-
ny. Therefore, literature seems to suggest that the
CSR expectations and practices of a parent compa-
ny can be at odds with those of its host country
subsidiaries.

Resultant from the problem outlined above, this
study will address the following research question:

Is there an evident gap in CSR expectations and
practices between a multinational bank and its
South African subsidiary?

To answer this research question, the aim of this
study is to explore the CSR expectations and prac-
tices of a multinational bank, its South African sub-
sidiary in an effort to assess whether a gap exists in
terms of these expectations and practices, and if a
gap is evident to gain an understanding of the extent
and nature of this gap.

4. Research methodology

As this study wishes to explore the CSR expecta-
tions of a multinational bank and its South African
subsidiary, the study was conducted from an inter-
pretive point of view employing qualitative research
methods. As the research is dependent upon the
understanding and experiences of role players with-
in the chosen research setting, an interpretive para-
digm was deemed appropriate (Strauss & Corbin,
1990). Due to the fact that a specific setting was
researched, an in-depth understanding of this con-
text was sought to shed light on the research ques-
tion. Qualitative methods were deemed appropriate
for gaining such a level of understanding (Towers &
Chen, 2008; Strauss & Corbin, 1990). Furthermore,
a qualitative case study design was employed, as
case studies focus on understanding the dynamics
present within a single, identifiable setting (Eisen-
hardt, cited in Naslund, 2002; Denscombe, 2007).

A judgemental sampling strategy was followed,
ensuring that the research only solicited data from
research subjects that could contribute meaningfully
to the research (Henning, van Rensburg & Smit,
2004; Neuman, 2011). The research population
consisted of social responsibility practitioners of the
bank the study was conducted in, termed Communi-
ty Investment Specialists by this bank. The sam-
pling process was aided by the Corporate Citizen-
ship General Manager for Africa of the bank, sta-
tioned in Johannesburg, who helped to identify suit-
able research participants, and who was helpful in
providing context into the CSR landscape of both
the parent company and its South African subsidi-
ary. Ten research participants were selected from
the parent company’s head office in London and
offices across Africa. All research participants had
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high-level CSR experience, including CSR strategy
formulation, execution and reporting, and all had
insight into CSR operations and initiatives in South
Africa.

Data were collected through either semi-structured
personal interviews or through solicited essays,
depending on the access to the research participant.
Interviews were guided by an interview schedule
informed by literature. The same interview schedule
served as point of departure for a briefing document
sent to those research participants who agreed to
form part of the study, but who could not be met in
person for an interview, generally, those research
participants based in London and those based in
other African countries. This briefing document
requested participants to provide an essay on the
issues contained therein.

Complementary to the data solicited from the re-
search participants, document dealing with the
banks CSR on a global and local level were also
analyzed. These included the bank’s annual report
(specifically, the sustainability review section),
CSR policy and strategy documents, CSR high level
program documents, citizenship communication
plans, and its corporate citizenship intranet site.

Gathered data were subject to a variation of
Grounded Theory as a method of analysis as op-
posed to research design, as it allowed for the reali-
ty pertaining to CSR expectations and initiatives of
the parent company and subsidiary of the bank to
emerge from the gathered data. The process of
Grounded Theory analysis proposed by Strauss and
Corbin (1990) was used in this study, which in-
volves assigning the initial data to a few tentative
categories and continually adding new data to them,
at the same time, interrogating whether the new data
fit the parameters of the established categories or
whether new categories need to be added (Kendall,
1999). The analytical process involved three rounds
of coding. During open coding, sentences were
allocated labels, and every similar meaning phrase
received the same label while every ‘new’ meaning
phrase was allocated a new label, resulting in a se-
ries of emerging themes (Babbie & Mouton, 2004;
Henning et al., 2004). During axial coding, relations
and linkages among these themes were revealed,
while selective coding enabled the construction of
an essential ‘narrative’ of the entire dataset as it
pertained to the CSR expectations and praxis in the
bank, both on a global and subsidiary level.

Consent was obtained from the bank to perform the
research, on the proviso that the name of the bank
(both the parent company and the South African
subsidiary) is not used in the study. The bank also
requested assurance that the researcher would make



participants aware of the study and what it involved.
The researcher informed all participants that data
would be treated confidentially and that participants
had the right to opt out of the study at any time if
they wanted to.

5. Research findings and discussion

Research participants collectively had 80 years of
CSR experience in the bank, ranging from 3 to 15
years. All have tertiary education, with the majority
having in-house community development/CSR
training. This level of expertise and wealth of expe-
rience strengthens the credibility of the claims pre-
sented. Open coding resulted in 56 categories
emerging from the data. Iterative rounds of axial
and selective coding reduced this to 18 categories
and saw the emergence of five themes permeating
through all of the identified categories. These will

“At group

level
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now be discussed in turn. In the interests of brevity,
a small number of supporting annotations have been
included, but more evidence is available upon re-
quest from the authors.

5.1. Theme 1: the meaning of CSR. The parent
company defines CSR as a pillar of a broader func-
tion which is termed citizenship. Participants under-
stand the bank’s citizenship definition, but indicate
that the definition of citizenship is not obvious to all
employees and stakeholders of the bank, and, thus,
the terms CSR, CSI and citizenship are used inter-
changeably. This citizenship function seems to be
passionately pursued and is focused on economic
and social development of communities through
sharing resources, expertise, and time.

The following interview excerpts support the claims
presented above:

there is mostly talk about

—>

citizenship...this is not necessarily a synonym for CSR
because CSR is just a component of it. The thing is
citizenship is everything about how we do our
business...and this is a multilegged animal which is
inclusive of CSR....”

“T’ve got a feeling that even if the local subsidiary or even
the Global Bank was not forced or expected by law to
plough back into the society, I still believe that they

would still do it....
required by the

government....the

the passion goes beyond what is
innovation goes

beyond the expectation of the government...”

5.2. Theme 2: the bank’s CSR in the home coun-
try. A global community investment team is based
between the United States and the United Kingdom,
and is responsible for the formulation and imple-
mentation of the parent company’s global CSR strat-
egy. This strategy is disseminated to each of the
banks’ five regions, where local initiatives are devel-
oped with cognizance of the global strategy. The citi-
zenship drive of the parent company is one of its four
key priorities. Participants noted that meetings, work-
shops and conferences take place within and between
the bank’s global community investment teams, thus,
ensuring a constant flow of information.

The global CSR strategy implemented by the bank’s
subsidiaries is driven by globally developed CSR
program. Respondents noted that the parent compa-
ny’s key theme in the CSR strategy is skills develop-
ment. The global strategy is focused on the next gen-
eration, equipping them with skills to compete or be
active in the global economy. Participants also men-
tioned that global CSR program have been designed to
support the skills development theme. The bank’s
global CSR program was introduced to all the regions
worldwide. Alignment to the skill development theme
is essential in the implementation of CSR program and

the bank had to exit a number of existing charities
which were not aligned to the new strategy. Partici-
pants reflected that, in South Africa, enterprise skills
appear to be the preferred pillar, as there is a big focus
on business start-up and income generation. Global
CSR strategy and program are relevant in supporting
communities, but there is a sentiment that Africa’s
CSR needs are different in comparison to CSR needs
in the UK and US, where the core pillar seems to be
financial skills.

Participants noted that codes, standards and indexes,
as well as factors such as business strategy and busi-
ness priority issues, are vital input to the CSR strategy
development. Citizenship responsibilities within the
parent company require that sustainability reporting be
undertaken, and the parent company needs to demon-
strate commitment towards transparency and accoun-
tability regarding its economic, environmental, social,
and governance performance. How the bank contri-
butes to society from a socio-economic perspective, is
an essential part of its global sustainability reporting.
As the parent company is listed on the London Stock
Exchange, sustainability reporting is required as part
of the annual reporting process, and participants noted
that the subsidiaries in developed economies are, par-
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ticularly, concerned with the FSTE for Good Index
(London Stock Exchange) and the Dow Jones Sustai-
nability Index (New York Stock Exchange). Further-
more, participants noted that the bank has to provide
feedback on its CSR initiatives to the LGB (London
Benchmarking Group), and that the parent company’s

sustainability reporting is submitted for the Dow Jones
Sustainability Index and the BICCR (Business in the
Community’s Corporate Responsibility) Index in the
US and the UK.

The following interview extracts support the claims
presented:

=

“Only the strategy is determined globally. but program for the most part are
developed locally with some involvement from a reporting perspective from the
parent company...”

“Community Investment Specialists from each region are supported by this global
team. We provide global program, but regional Community Investment Specialist are
at liberty to decide whether or not the program will be used in their regions™

“...Parent company’s key theme or as we call it our “tagline” is skills development.
‘We want to ensure that we equip the next generation with skills that allow them to
compete in the global economy and this can be achieved through our life skills,
enterprise and financial literacy skills program”

“...parent company is heavily involved in deciding on the strategy and the pillars, for
instance they will define the Citizenship strategy and the Community Investment
strategy and develop the three pillars, but at least it is up to us to indicate which

program we want to run”

5.3. Theme 3: CSR in the host country subsi-
diary. All participants indicated that the bank has a
defined, detailed and documented global CSR stra-
tegy compiled with cognizance of inputs received
from its subsidiaries. Although it is a central strategy,
it is interpreted and implemented at subsidiary level
bearing in mind the specific demands and challenges
faced. Local CSR program is developed and approved
at the discretion of the local subsidiary. Global pro-
gram is not enforced at subsidiary level, but serves as
guidelines to keep CSR activities aligned to global
strategy. They mentioned that specific inputs do not
always filter through to the global strategy, which is
seen as a shortcoming. Participants evidenced a full
understanding of the core focus of the global CSR
strategy, which is to enable the next generation
(people between 10 and 35) to achieve financial stabil-
ity and independence through skills development
based on three pillars, namely, life skills, enterprise
skills and financial skills.

Financial skills aim to ensure that the bank focuses on
increasing people’s economic independence and fi-
nancial security. Enterprise skills focus on creating
opportunities for young people to start-up businesses
or acquire business skills. Life skills target people
from challenged communities, equipping them with
basic personal skills necessary to grow into well-
rounded individuals who can contribute positively to
society. Sentiment was mixed as to which of these
pillars takes precedence in the South African subsidi-
ary. Some participants believe that the pillars are even-
ly prioritized, whilst others believe that enterprise
skills enjoy priority as they can address the pressing
issue of unemployment. Several participants felt that
financial skills were the pillar the parent company was
most active in, as it embraced a core skill of the bank
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and its service offering. At subsidiary level, CSR
spend is influenced by government expectations, as
South Africa has a legal requirement that 1% of Net
Profit After Tax should be allocated to community
upliftment, as stipulated by the Department of Trade
and Industry (DTI).

In terms of assessing whether the banks’ CSR strategy
is effective in meeting its objectives, evidence sug-
gests that the bank is monitoring and evaluating CSR
program performance. Although the bank seems to
have no set criteria for measuring the success of a
CSR program, measures such as scorecard audits and
post-implementation impact assessments were men-
tioned. Measuring tools are not applied consistently
across the bank, but the monitoring of program is
conducted with greater stringency by bodies such as
internal auditors and the DTI, amongst others. The
ability to address pertinent problems faced by com-
munities in which the bank operates is essential when
developing CSR program, and the CSR program im-
plemented by the bank seems to be relevant to the
socio-economic issues faced by local communities.
The global CSR strategy brought about challenges for
Community Investment Specialists in the South Afri-
can subsidiary, as the new strategy meant that existing
CSR program needed to be reprioritized and some had
to be cut.

The majority of participants indicated that the global
CSR strategy and related home country program were
relevant to South African issues. Participants listed
unemployment and youth population growth as perti-
nent issues in South Africa, and they all felt that the
bank’s three-pillar CSR strategy aligns to these
issues. In principle, therefore, the parent company’s
global CSR strategy is relevant to local issues, al-
though, it does not necessarily address priority is-



sues such as health, shelter, hunger and basic sur-
vival in the South African context.

=
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claims presented above:

“CSR objectives and overall policies are developed by Community Investment
committees across the parent company, each country provides input and this becomes
regional input and is eventually discussed at Group level, where strategy is developed”

“The three pillars are all very closely linked so it is difficult to determine which is
more prioritized... spend on each, once budget is rolled up, spreads out evenly.”

#...the Bank does impact assessments post implementation. However, this process is
not an exact science and there are now efforts in place also in line with the new
strategy to find better metrics that are quantifiable...”

“...making communities understand that our focus has changed has not been
easy...but implementing a new strategy does mean we must let go of old
program...and sitting in the three pillars has really brought about structure. It’s now
easier to design program and allocation of money is much easier...”

The following annotations serve to support the

5.4. Theme 4: the role of CSR guidelines, codes
and standards. Guidelines, codes and standards,
whether optional or mandatory, tend to influence
the CSR behavior organizations will adapt. Evi-
dence from the interviews conducted suggests that
the bank has considered the various codes, stan-
dards and guidelines (related to CSR) which impact
its operations in the home and host countries alike.
Although not seen as drivers of CSR program, these
guidelines have an influence on CSR strategy and
program development.

Whether mandatory or not, the bank makes every
effort to comply with best practice in the environ-
ment in which it operates. The bank has considered
various consequences that may result from non-
complience, such as negative publicity resulting
from poor DTI and FSC scorecard ratings, which
are made public in South Africa. Recent negative
publicity on poor scorecard figures for the South
African subsidiary is believed to be attributed to the
parent company not assisting in improving BBBEE
scorecard results.

The citizenship function of the parent company also
entails sustainability reporting, demonstrating a
commitment toward economic, environmental, so-
cial and corporate governance issues. Community
Investment Specialists contribute to the bank’s sus-
tainability reporting. In the South Africa subsidiary,
Community Investment Specialists noted that the
Johannesburg Stock Exchange’s Socially Responsi-
ble Investment (SRI) index plays a key role in sus-
tainability reporting.

CSR spend seemed to be an important indicator to
participants, as this is indicative of CSR activity per
sector of the economy. Banks have a reputation for
being highly active in the South African economy in
terms of CSR contributions. All participants stated
that the South African mining sector is perceived to
have the highest CSR spend, closely followed by
the financial services sector. Some participants be-
lieve that the mining spend is automatically greater
based on higher profits generated, whereas the fi-
nancial services sector appears to contribute a dis-
proportionately large amount of CSR spend relative
to market share in the economy.

“...the main code for the Bank is the DTI code of good practice. The King report
guidelines are important and very relevant, but our staple is the DTI codes.”

“There is a challenge regarding the parent company’s patience with understanding
our local codes. The context under which the parent company operates, in terms of
their environment, is very different. So they really tend to struggle as to why BBBEE
needs to be applied when considering recipients of CSR funds.”

“Yes, sustainability reporting has led to increased awareness on socio-economic
responsibility by corporate and better commitment”

«_if for example financial services make up 20% of economy, you find that their
contribution to CSR will be close to 30%. Rand-for-rand mining gives more, but
they are also a bigger slice of the economy. This has been ongoing for many years.

5.5. Theme 5: the effect of association with the
parent company. Participants felt that being part of
a multinational company has yielded positive con-
tributions for local subsidiaries. They comment that
the association with a global entity has led to

growth in expertise and knowledge for the local
subsidiary, CSR partners and beneficiaries. The
centralized CSR function allows African countries
to tap into resources available in other subsidiaries
of the parent company. Furthermore, the rigorous
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monitoring and evaluation of CSR program ensures
that high-powered CSR initiatives are undertaken.

The CSR professionals interviewed indicated that
there can be a number of negative implications that
accompany association with a multinational parent
company, most importantly, that the parent company
does not understand the complexities of engaging in
CSR activities in South Africa. Developed nations
tend to perform CSR as an added function and not as
core to the organization. In South Africa, the social,
political and economic history of the country has put
CSR at the forefront in all organizations, as evidenced

in legislation. Some participants felt that a global and
streamlined approach to CSR stifles creativity. As
CSR program may not fall outside the parameters of
the global strategy, participants feel that they are una-
ble to respond innovatively to critical social needs of
the communities. Despite the parent company’s view
that the global strategy is relevant to the issues faced
in its host countries, community leaders do not always
agree, resulting in negative sentiments toward the
efforts of the local subsidiary.

The following quotes support the claims presented
above:

=

“Yes, indeed. I mean best practice is shared. one can tap into the parent company’s
expertise and knowledge™

“Does the parent company have an understanding of the CI issues faced by South
Africans? I don’t know. Some of our international counterparts may have an
understanding but for the most part they do not fully get the complexities of CSR in
our space....Usually Citizenship and CSR are added on function and not part of core
business, but in South Africa because of the socio legal context and our new
democracy. there is far more emphasis placed on it...™

“... I'd say innovation is being killed. Because we’ve streamlined our strategy. we
force the focus to go into these three pillars and it’s a problem. issues may differ
from country to country. For example. Mauritius and Seychelles are always
complaining because they feel that some of the program are not relevant to their
country’s issues....”’

“...communities. however, seem to be struggling a bit with seeing the benefits of the
association with the parent company as the strategy of skills development is new and
still needs to be entrenched in these communities. Truth is their expectations may be
different from what the bank’s strategy is communicating. In communities instant

needs and instant gratification must first be satisfied.”

Discussion and eminent conclusions

The evidence suggests that the South African sub-
sidiary shares a similar view on what CSR is with
the slight exception of the parent company’s em-
phasis on the broader concept of citizenship and its
use of CSR implementation to broaden the parent
company’s global footprint. Participants believe that
communities are the focal point of CSR, and when
the parent company considers social investment, the
focus must be on communities. Stakeholder impact
is a key theme throughout the study, as participants
feel that the parent company cannot grow or make
decisions without the considering impact on com-
munities. This sentiment is echoed by Bird et al.
(2007), who pronounce that organizations have an
obligation to determine the impact their business
activities have on surrounding communities. Anoth-
er conception shared by the parent company and the
South African subsidiary is recognition of the need
for socio-economic transformation in host countries.
The Global Bank strives to uplift the lives of the
people in surrounding communities through com-
mitting its resources to various initiatives. This out-
come supports Da Piedade and Thomas (2006a)
who state that direct investment into communities’
well-being has not always been a business’s respon-
sibility, but it has become apparent that both the
corporates and the communities reap the benefits.
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Findings document a clear picture of how CSR
strategy was formulated and rolled out throughout
the parent company and its subsidiaries. It is also
evident that CSR implementation is dependent on a
clear and definitive CSR strategy. Findings suggest
that CSR strategy formulation has a bottom-up ele-
ment to it, as feedback from subsidiaries is collated
and considered when devising the global CSR stra-
tegy. CSR strategy implementation has a top-down
approach, as the developed CSR strategy was rolled
out from head office to all subsidiaries. This sup-
ports the view of Hinson and Ndlovu (2011), who
argue that globalization introduces new challenges
as multiple country-specific policies need to be
taken into consideration when developing CSR
strategies. Furthermore, not everyone was satisfied
with the CSR strategy, as not all inputs were reflected
in it. Thus, subsidiary specific initiatives were deve-
loped within the parameters of the global strategy to
address host country specific issues. This seems to
support the view of Galbreath (2006) that centrally
developed CSR strategy within a multinational orga-
nization will often be adopted and customized by its
subsidiaries. The global CSR strategy, thus, serves as
a guideline for the parameters in which CSR will be
practised.

Central to participants’ views of CSR praxis in the
bank was the objective of the central CSR strategy,



namely, skills development and its three pillars of life
skills, enterprise skills and life skills. Findings indicate
that all CSR activities undertaken must be aligned to
this overall objective. Thus, all CSR program falls
within the parameters of the three-pillar skills deve-
lopment framework. It seems as though this objective
and the central CSR strategy have been well com-
municated across the bank and its subsidiaries.
However, ambiguousness around how to dedicate
time and resources towards the guiding principles of
the framework has led to confusion and may, ulti-
mately, impact successful implementation of CSR
strategy for the African region.

Findings suggest that a central CSR strategy bene-
fits the roll-out of CSR initiatives at subsidiary lev-
el, as it is easier to roll out “ready-made” CSR pro-
gram as resources, from a time and manpower pers-
pective, are not always available to design country-
specific program. These sentiments are echoed by
Skinner and Mersham (2008), who detail thirteen
key elements evident across centrally planned CSR
program, including alignment to core business,
sharing of lessons and insights, replication of suc-
cessful program, regular monitoring and measure-
ment, and employee involvement.

Reflecting on both the central and local CSR pro-
gram implemented in South Africa, participants
indicated that the program addresses key issues
faced by South African society such as unemploy-
ment and skills development. However, in as much
as the program are deemed relevant, findings sug-
gest that critical societal needs are not being directly
addressed. These include hunger, shelter, clothing,
clean water, sanitation and health. Although this is in
line with Da Piedade and Thomas’ (2006a) argument
that issues such as health care, land distribution and
housing, and poverty alleviation may not be business’s
responsibility, it serves to show that pressure is mount-
ing for business to start championing these issues.

From the findings, it is evident that the parent compa-
ny and South African subsidiary are aware of the
global standards, codes and guidelines which may
impact its CSR agenda. This is consistent with Baines’
(2009) notion of supporting the use or adoption of
these principles for international organizations that
attempt to adopt global CSR strategies successfully.
As country specific standards were evident in South
Africa, the recognition and adoption of these in local
CSR initiatives is consistent with Adeyeye (2011) and
the World Business Council for Sustainable Devel-
opment (2012), who state that CSR is dependent on
legal, government and cultural issues which are all
unique to a specific country and, as a result, global
standards alone may not hold true. It is also evident
that sustainability reporting requirements have in-
creased the banks commitment towards CSR, in line
with Sonnenberg and Hamann’s (2006) argument that
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sustainability reporting is a key driver for measuring
and motivating corporate citizenship. However, Marx
and van Dyk (2011) point out that sustainability re-
porting may be integral to socio-economic improve-
ments, but it is not a statutory or regulatory require-
ment and, therefore, only provides guidelines.

Recommendations forthcoming from the study

The financial services sector in South Africa is highly
regulated and, as a result, international mergers are
rare and tightly supervised. Little contextualized
theory exists on how global organizations, specifical-
ly, financial services, implement CSR in emerging
markets in Africa. Contextualized literature should be
encouraged in an effort to allow for more informed
conclusions, and deepened generalizations to be made
regarding the implementation of CSR strategies in the
South African context.

The findings indicate that the South African subsidiary
views the current CSR strategy as relevant, but issues
addressed by this strategy are not viewed as priority or
considered urgent. The parent company may need to
explore the concerns raised in its emerging market
subsidiaries to determine where improvements can be
made to current strategy, to facilitate buy-in from local
communities as to the benefits of these CSR initia-
tives. This begs the need for greater flexibility in terms
of customising local CSR strategies and initiatives.
The study also highlights a serious conceptual flaw, in
that CSR initiatives are not dictated to be local condi-
tions and needs, but rather by the central CSR strategy
of the parent company. Whatever the most pertinent
issues faced by a given society, that is what the CSR
strategy should be focused on in that locality.

Limitations and avenues for further research

The study is limited to the financial sector of the South
African economy and, as a result, is not a true reflec-
tion of international organization s> CSR implementa-
tion and overall CSR activity within Africa, but rather
the study looks at the link and influence of the parent
company on the South African subsidiary with respect
to CSR expectations and praxis. Also, the abundance
of literature on CSR results in many different termi-
nologies that are used interchangeably to define CSR.
A specific limitation to this study was the use of the
term CSI by the local South African Subsidiary Bank
when discussing CSR as opposed to the Global
Bank’s use of the term Corporate Citizenship when
discussing CSR. These interconnected concepts in-
creased the degree of difficulty when demarcating
the study.

A larger sample of countries and industries could be
indicative of CSR praxis in emerging markets across
different continents, which could enrich the little lite-
rature that currently exists on the implementation of
global CSR strategies in the emerging world. See-
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mingly, multinational organizations will continue is required in determining the impact of these strate-
applying global standards and guidelines when pur-  gies, especially in highly regulated emerging market
suing CSR in host countries. However, more research ~ economies.
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