
Journal of Administrative and Business Studies JABS
2016, 2(6): 280-293

PRIMARY RESEARCH

Investigating corporate social responsibility disclosure

by banks from institutional theory perspective

Iman M Arafa Mohamed 1, Wafaa Salah 2*

1 Cairo University, Giza, Egypt

2 British University, Cairo, Egypt

Index Terms
Corporate social responsibility

Community environment

Corporate governance

Employees

Received: 1 September 2016

Accepted: 11 November 2016

Published: 19 December 2016

Abstract. Previous research on Corporate Social Responsibility (CSR) has mainly focused on the companies

operating in different industry ields. Yet, a limited number of research have investigated the CSR practices in

the banking sector. Accordingly, this study attempts to add further knowledge to this domain by measuring and

comparing the extent and quality of CSR practices and their components which are: Employees, Community,

Environment, and Corporate governance at a larger geographical scale. Moreover, the relationship between in-

stitutional environment and CSR and its components will be empirically examined. Secondary data provided by

the CSRHUB database is used for a sample of 231 banks operating in ive different regions from 2012 to 2015.

The indings reveal that the CSR practices are exercised at a large scale across both developing and developed

countries. Interestingly, the developing countries, especially those considered advanced economies or those hav-

ing well-established international business relations with other developed countries, seem to have a progressing

banking system that provides CSR at the highest international levels. Accordingly, no signiicant difference has

been reported between banks in such developing countries and their counterparts in other developed countries.

On the contrary, regional settings have signiicantly impacted the CSR in total and on each component. These

results provide valuable insights and implications to both practitioners and academia. The researchers suggest

studying the CSR practices for banks operating in less advanced developing countries.

© 2016 The Author(s). Published by TAF Publishing.

INTRODUCTION

Nowadays, CSR reporting becomes an important commu-

nication tool that informs stakeholders about economic,

social and environmental practices of institutions. It has

been expressed in literature that CSR is instrumental to

institutions’ legitimacy (Suchman, 1995; Aguilera, Rupp,

Williams & Ganapathi, 2007; Basu & Palazzo, 2008; Claasen

& Roloff, 2012). Although banks are not involved in ac-

tivities that pollute the environment, they might provide

inancial support to institutions that are involved in activi-

ties that harm the surroundings. Thus, banks are becoming

increasingly aware that their clients’ environmental and so-

cial risks may in turnweaken their own business as lenders

( Kim, Kim & Lee, 2015). As a result, banks try to avoid

lending that may expose them to environmental risk and

are developing CSR programs, policies and management

systems to reduce such risks that can impair the bank pro-

itability (Golob & Bartlett, 2007; KPMG, 2013). Other fac-

tors that force banks to become more socially responsible

are the increasing numbers of stakeholders that are look-

ing at both inancial and social performance from one side

and the pressure exerted from the governments and pol-

icy makers for banks to become more socially responsible

from the other side. According to International Institute
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of Sustainable Development 2016 the integration of social

and environmental activities into the banking sector takes

two directions. The irst direction is the banks’ operations

to include environmental initiatives as recycling programs

and socially responsible initiatives as charitable donations.

The second one is the integration of environmental and so-

cial activities into the banks’ core businesses as strategies,

mission and product design. For example, integrating the

environmental and social criteria into lending and invest-

ment strategy.

Implementing CSR activities is not only essential to the

business survival but also communicating CSR activities to

the surrounding society generates many beneits as well.

For instance, Herremans, Akathaporn & McInnes (1993)

found that U.S. manufacturing institutions with strong so-

cial reputation outperform poor social reputation institu-

tions which lead to lower customer risk and better stock

returns. Moreover, Marom (2006) mentions that socially

responsible institutions enhance their own inancial perfor-

mance and sustainability, increase customers’ satisfaction

and loyalty, attract skilled employees and improve access to

inancial markets. A survey conducted by KPMG (2013) re-

veals that global institutions engaged in CSR reporting have

an opportunity to increase their inancial performance and

obtain a competitive advantage. Deutsch & Pintér (2014)

argue that communicating CSR activities reduces opera-

tional risks and cost, controls the possible dispute and ixes

the relationship with stakeholders. The more institutions

affect the society positively, the more customers will have

a positive perception of the company and its products and

services, which in turn could lead to increasing the com-

pany’s proits ( Kim et al. 2015).

According to Ofori &Nyuur (2014), the African andMid-

dle East regions particularly still need further research in

this respect. Besides, the Asian banks were severely af-

fected in 1997/1998 by inancial systems crisis and simi-

larly American banks were also affected in 2008 ( Bouvain,

Baumann & Lundmark, 2013). This makes USA and Asia

considered to be important regions to be studied. Addition-

ally, limited research has empirically investigated the CSR

practices in the global banking sector (Rizkallah&Martı́nez,

2011; Hetze & Winistörfer, 2016). Likewise, Grabinski,

Kedzior & Krasodomska (2015) denotes that the CSR con-

cept is commonly used in the scientiic publications. Never-

theless, social responsibility in the banking industry is not a

very popular ield of study in Poland. Therefore, more CSR

research is needed to provide better knowledge and new

insights about CSR practices specially in the banking sec-

tor ( Fukukawa, Shafer & Lee, 2007; Cummings, 2008). Ac-

cordingly, this research seeks to attain twomain objectives.

First, to examine the CSR practices by banks in different re-

gional settings. Second, to examine the effect of the devel-

oping status of a country on the extent and quality of such

practices. To achieve these objectives, the researchers col-

lected CSR secondary data provided by CSRHUB database.

This database provides a comprehensive set of CSR data

covering many regions and a large number of countries.

It is also considered as one of the world’s largest CSR rat-

ings databases and adheres to the Global Reporting Initia-

tive (GRI) guidelines (Aggarwal, 2013). The GRI is con-

sidered to be the most widely acknowledged standard on

non-inancial reporting worldwide (Skouloudis, Evangeli-

nos &Kourmousis, 2009). By default, the CSRHUBdatabase

provides unweighted score for CSR aswell as for its compo-

nents; community, employee, environment, and corporate

governance. However, it allows for assigning weights if

necessary. In this research, we keep all the collected CSR

data unweighted.

The empirical indings show that banks operating in

different regions tend to provide different CSR practices

in terms of extent and quality. This has been mainly at-

tributed to the inluence of the institutional environment.

For instance, Banks operating in North America and Europe

tend to provide a higher quality of CSR disclosure practices

in total and for each separate component. North America

and Europe regions used to have well-established CSR legal

environment. Other institutions such as inancial institu-

tions guidelines and labor unions have also contributed

in raising the demand for the CSR disclosure by banks in

such regions. Interestingly, the researchers spotted some

progress in the CSR disclosure among the developing coun-

tries. Banks in Africa, Middle East and someAsian countries

which accommodate most of the developing countries at-

tained relatively high disclosure scores.

As a result, the differences in the CSR level and its com-

ponents are not that signiicant. Despite the limited growth

of the CSR practices across the developing countries es-

pecially in Africa, banks operating in advanced economies

such as South Africa, United Arab Emirates, India and China

provided higher quality CSR practices comparable to their

counterparts in the other developing countries. Generally,

more improvements are still needed, especially for the en-

vironment component. The rest of this paper is organized

as follows: Section 2 elaborates the theoretical framework

adopted in this study. Section 3 presents hypotheses de-

velopment. Section 4 presents the researchmethod used in
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this study. Then section 5 presents the results and inally

the conclusions.

LITERATURE REVIEW

There is no universal agreement on the deinition of CSR

or its main components. Each stakeholder such as borrow-

ers, depositors, owners, governments, policy makers, em-

ployees, etc. deines CSR differently which is often biased

toward particular expectations that each of these stake-

holders brings to their relationship with institutions and so

prevents the development and implementations of a uniied

concept (Van Marrewijk, 2003). From the stakeholders’

perspective, CSR is deined as the response to stakeholders’

needs (Basu & Palazzo, 2008). The World Business Council

on Sustainable Development (WBCSD) has deined CSR as

themethod inwhich institution contributes to a sustainable

economic development of business, employees and society

as a whole. Islam, Ahmed & Hasan (2012) view CSR simply

as the consideration given by banks to the impact of their

operations on society.

Soh, Kim & Whang (2014) point that the deinition of

CSR is compatible with the stakeholder theory, which as-

sumes that institutions must be accountable to all stake-

holders within a society.Review of existing literature on

CSR shows that academics have not yet reached a general

agreement on a uniied framework for CSR reporting. Car-

roll (1979) develops the notion of CSR by adding a multidi-

mensionality to CSR: economic, ethical, discretionary and

legal. These dimensionswere used in the literature but crit-

icized for lacking the guidelines that help corporations in

applying it. Elkington (1994) added to Carroll’s CSRmodel,

the environmental and sociocultural dimensions and re-

moved the legal dimension due to his belief that CSR is a

voluntary disclosure. Kanji & Chopra (2010) added the so-

cial investment and economic responsibility dimensions

due to their belief that previous CSR dimensions developed

fail to identify social responsibility factors. Meanwhile, the

Compact (2013) United Nations Global has developed CSR

index that contains labor, anti-corruption, human rights

and environment principles.

Banks play important inancing and developing roles in

the community which is essential to sustainable develop-

ment (Levine, 2005; Beck, Demirgüç-Kunt & Levine, 2010;

Scholtens, 2011). Pérez & Del Bosque (2012) mention

that social banking institutions should provide a variety

of legal, economic, ethical and discretionary services and

hence their CSR practices and disclosure should be taken

seriously. Since the global inancial crisis in 2008, cen-

tral banks worldwide try to strengthen the relationship be-

tween banks and their clients. They try to encourage banks

to become more socially responsible through establishing

CSR strategies and activities (Deutsch & Pintér, 2014). Cen-

tral banks started to explore how to incorporate ethical

coordination in public awareness and thus better satisfying

social needs (Lentner, Szegedi & Tatay, 2015). The Centre

for the Study of Financial Innovation (CSFI) conducted a

survey in 2012 that showed that banks’ managers around

the world are becoming more concerned about new reg-

ulations leading to increased transparency about banking

operations (Lascelles, 2012). Vigano &Nicolai (2009)men-

tion that the banking sector has been quite slow in imple-

mentingCSRdespite their intermediary role in the economy

that exposes them to risk. Banks introduce environmental

issues irstly then social issues. Similarly, Hetze & Win-

istörfer (2016) mention that the banking sector reaction

to CSR issues was slower than other more polluting indus-

tries. Weber, Diaz & Schwegler (2014) analyzed how the

inancial sector performs with respect to CSR and make a

comparison between the inancial sector and other sectors.

The empirical investigation reveals that inancial sector

performance is relatively low regarding CSR in general.

CSR from Institutional Theory Perspective

Most of CSR research has mainly examined CSR disclo-

sure practices from agency theory (McWilliams & Siegel,

2001), signaling theory, stakeholder theory (Donaldson &

Preston, 1995) and legitimacy theory (Guthrie & Parker,

1989). These studies have also highlighted the implicit im-

pact of the institutional environment on the implemented

CSR practices and disclosure. Scholtens (2009), for in-

stance announces that in the Organization for Economic

Co-operation and Development (OECD) countries, special-

ized banks offer savings accounts to the public and promise

to direct the collected savings in inancing friendly environ-

mental projects or in supporting new entrepreneurs who

cannot access funds from normal inancial institutions. Re-

garding the CSR disclosure, it has been recognized that in

Denmark, most of the imposed pressures on the banks are

exerted by the government, which is not true for Greece

and Hungary.

Yet, in Hungary, the government is engaged by imposing

the implementation of certain laws, such as those regarding

equal opportunities or environmental protection (Metaxas

& Tsavdaridou, 2010). Similarly, Soh, Kim &Whang (2014)

suggest several reasons interpreting thedisparity of CSR re-

porting practices between Western countries represented

by USA andUK andAsian-Paciic countries. First, the power
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of law in the Western countries enables to create a well-

developed form of governance. Secondly, the longer ex-

perience enables companies in Western countries to put

more emphasis on non-inancial activities. Thirdly, West-

ern countries consider social activities as the main feature

of a developed nation. This perception makes them keener

about the CSR practices and their accountability. More rea-

sons such as the power of civil societies and economic con-

ditions are also believed to raise the importance of CSR in

the Western countries.

In the same vein, Young & Thyil (2014) argue that the

institutional ield shapes the implemented CSR practices.

They clarify that the surrounded institutional ield has sev-

eral internal and external players that generate a positive

or a negative inluence on the CSR practices such as in-

dustrial associations, institutional investors, labor unions,

consumers, media, and the government are equally im-

portant determinants of CSR activity of an organization.

Another study has been conducted in Italy investigating

the impact of the institutional investors especially if they

are characterized as non-proit oriented investors on the

quality of the CSR by banks. It is argued that institutional

investors with a long-term perspective like pension funds

and insurance companies are more likely to exert inluence

over managerial decisions regarding social, environmen-

tal and ethical issues. The researchers studied the case of

MPS Bank, which is the oldest bank in Italy and found that

this bank has been distinguished for a higher quality CSR

practices and disclosure. They attributed this exceptional

behavior to the efforts of its major institutional investor

which has put more emphasis on the bank’s social and en-

vironmental issues (Nicola & Barbara, 2013). Accordingly,

we argue that the institutional environment including all

different types of institutions; culture, rituals, laws, norms,

regulation and all alike could inluence the CSR disclosure

practices in banks. In this research, two levels of external

institutional environments will be examined. The irst level

represents the geographical regions and the second level

represents the developing status. The irst level enables to

spot the differences in CSR disclosure by banks operating in

multiple regions and the second level considers themacroe-

conomic factor by examining and comparing the CSR dis-

closure by banks that operate in the developed economies

with those operating in the developing economies.

Hypothesis Development

Based on the previous arguments, the researchers will in-

vestigate the impact of the institutional environment at the

two previously mentioned levels by developing the follow-

ing hypotheses.

The Impact of Geographic Region on the CSRDisclosure

Some geographical regions share similar institutional pres-

sures that have a profound effect on the countries located

within their boundaries. Consequently, it is expected that

the CSR implemented by the banks in such regions will be

affected. Doh & Guay (2006) ind that different institu-

tional structures and political legacies in both US and the

European Union are important factors in explaining how

governments, NGOs, and the broader polity determine and

implement CSR. Similarly, Golob & Bartlett (2007) compare

the CSR guidelines and reporting standards in both Aus-

tralia and Slovenia. They ind that in both countries, CSR

reporting is largely voluntary.

However, CSR reporting in Australia is driven by prod-

uct, management and inancial considerations while Slove-

nian reporting is driven by employee, community and envi-

ronmental concerns. They conclude that it is important to

increase incentives in both countries to disclose CSR and to

compare them to the global reporting requirements. Kuada

& Hinson (2012) conducted a comparative study to inves-

tigate the main reasons for adopting CSR practices in both

local and foreign institutions operating in Ghana. A survey

is conducted on the top 80 institutions in Ghana. The re-

sults show that foreign institutions are motivated by legal

instructions, while local institutions are motivated mostly

by discretionary and social considerations. Metaxas&Tsav-

daridou (2010) analyzed CSR activities in three European

countries: Greece; Denmark; and Hungary. The objective

was to trace the important elements needed for a successful

CSR strategy. It was concluded that the effective implemen-

tation of CSR strategy cannot follow rigid and speciic rules

and should be adjusted to the differences in culture and in-

dividual needs of each country.

Weber et al. (2014) have also compared CSR per-

formance but for other three different regions; North

American, Europe and Asia-Paciic. They have examined

several CSR-related aspects such as business ethics and

product responsibility, labor issues, environmental per-

formance, community issues, and corporate governance.

The researchers have observed some regional differences

whereby North America performed better than its coun-

terparts in Europe and Asia-Paciic in terms of business

ethics, corporate governance and product responsibility.

Nevertheless, European institutions have performed better

regarding the environment and labor issues. Likewise, Soh,

Kim & Whang (2014) found that U.K. tends to adopt the
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top-down approach whereas the U.S. adopts a bottom-

up approach towards CSR. This has resulted in raising the

quality of the CSR reporting practices of the UK compared

to USA as these practices have been imposed and moni-

tored by the government. It is evident that some regions

have more powerful institutions than others. Accordingly,

we can hypothesize that:

H1: There is a relationship between geographical regions

and the quality of CSR in total and its components; commu-

nity, employees, environment and corporate governance.

The Impact of the Developing Status

Many developing countries suffer from several economic,

social and political problems, hence it is arguable that the

regulatory system in such countries may not be mature

enough to govern the CSR disclosure by banking sector.

This argument is consistent with the indings of Khan, Hal-

abi & Samy (2009) who investigated 20 banks operating in

Bangladesh and found that only 50 percent of them report

social matters in the chair’s statement/directors’ report.

Meanwhile, 15 banks only disclosed such information in

the notes to the accounts section.

The researchers have also recognized that no single

bank attempts to disclose social and environmental infor-

mation in a separate section. Moreover, the disclosed social

and environmental data by these banks were not convinc-

ing from the users’ point of view. Jain, Keneley & Thomson

(2015) argue that cultural differences, socio-economic and

political climate are among the main factors underpinning

the discrepancy in CSR reporting. On the other hand, Bi-

hari & Pradhan (2011) revealed that banks in India have

improved their CSR activities, which positively affected

their performance, image and goodwill. Likewise, Kaur &

Bhaskaran (2015) reported that the 2007 guidelines of RBI

in India advised all scheduled commercial banks to make

non-inancial disclosure of their CSR practices. As a result,

they found that all the investigated 20 banks have already

providednon-inancial disclosure. Moreover, a part of them

hasprovided inancial disclosure for their CSRpractices. Ul-

lah & Rahman (2015) studied the nature and extent of CSR

disclosed in the annual reports of 30 commercial banks in

Dhaka Stock Exchange in Bangladesh. They have also ex-

amined the impact of bank characteristics and regulatory

change on the CSR disclosure. The results reveal a satisfac-

tory level of CSR disclosure by all listed commercial banks

in Bangladesh. The volume and nature of CSR disclosed

were affected by regulatory changes during 2008-2010.

While, no signiicant relationship was found between CSR

disclosure and bank attributes. Bhattacharyya &Cummings

(2014) examine the corporate managers’ attitude towards

environmental responsibility in two countries; Australia

and India.

The results showpositive attitudes toward environmen-

tal responsibility on both sides. However, Indian corporate

managers were stronger in their support and have selected

certain issues to bemore important. Based on the above ar-

gument, the literature still provides no inconclusive results

and thus it is hypothesized that:

H2: There is a relationship between the country developing

status and the quality of CSR and its components; commu-

nity, employees, environment and corporate governance.

RESEARCHMETHODOLOGY

Sample Size

As explained earlier, the objective of this research is to in-

vestigate the institutional environment effect on the CSR

disclosure and its components by banks at different insti-

tutional levels. Table 1 presents the data collected for 231

banks distributed over ive main regions; North American

(55) banks, European (72) banks, Asian (76) banks, Middle

Eastern (18) banks and African (10) banks categorized into

developing and developed countries.

TABLE 1 . Sample distribution criteria

Country Africa Asia Middle East North America Europe Total

Sample N N N N N N

Developing 10 49 18 2 17 96

Developed 0 27 0 53 55 135

Totals 10 76 18 55 72 231

Note: Asia includes three sub-regions; South East (18) countries, Indian (11) countries and other Asian countries (47)

These regions cover 46 different countries. The data

have been collected for four years from 2012 to 2015. In

this study, we will be focusing solely on studying the CSR

practices by banks since this area is still under research.

The researchers have used the CSRHub database in collect-

ing the CSR total score and its components; community,
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employees, environment and corporate governance. The

data cover the main CSR disclosure indicesonly. However,

the items that make up each of the CSR components have

not been collected to avoid complexity given a large number

of the studied banks.

Data Collection and Analysis

CSRHub dashboard provides monthly and annual data. Ac-

cordingly, the researchers calculated the average scores

for every 12 months and for the four years collectively to

reach an overall score. This has been systematically ap-

plied to the CSR total score and to each component end-

ing up with 11088 (Year-bank) observations. Originally,

data were collected for 358 Banks operating in the above-

mentioned regions. Yet, the inal sample size was reduced

to 231 banks after eliminating those having partial disclo-

sure for the four studied years. The researchers have con-

ducted a descriptive and explanatory study using ANOVA

andMANOVA processed via IBM SPSS version 21 to test the

research hypotheses.

Explanatory Variables

The dependent variables

In this research, ive dependent variables have been stud-

ied and they are the total csr score and its four components;

community score, employees score, environment score and

corporate governance score. The CSR and its components’

scores have been calculated and provided by the CSR Hub

database. The total CSR score and even of its components

are calculated as a percentage from (0-100). The higher the

percentage, the higher the quality of CSR disclosure. When

the CSR disclosure score is high, this indicates that the bank

has providedmost of the required items as required by GRI.

The independent variables

In the light of the research hypotheses, two independent

variables are identiied. The irst independent variable rep-

resents the geographical region (X1) that the bank is oper-

ating in and has been assigned a number from (1-5) in the

following order. The researchers followed the geographic

classiication used by the CSRHub database as follows:

X11 = Africa

X12 = Asia (Asia, India and Southeast)

X13 = Europe

X14 = Middle East

X15 = North America (USA, Canada, Mexico)

The second independent variable (X2) measures the

developing status of the country and has been measured

as dichotomous variables (1) developed country, (0) de-

veloping country. The classiication of the developing and

developed countries is based on the United Nations’ recent

classiication in November 2013. Accordingly, the following

regression models will be processed:

(1)CSRitscore(Y 1) = β0 + β1 + X1 + β2X2 + εit
(2)Communityitscore(Y 2) = β0 + β1 +X1 + β2X2 + εit
(3)Employeesitscore(Y 3) = β0 + β1 + X1 + β2X2 + εit
(4)Environmentitscore(Y 4) = β0+β1+X1+β2X2+ εit
(5)CorporateGovernanceitscore(Y 5) = β0 + β1 + X1 +

β2X2 + εit
Whereby:

i: irm (banks)

t: Year (2012-2014)

β0: Constant

X1: Geographic regions (takes the value from 1 to 5)

X2: Developing status takes dichotomous values (0) devel-

oping countries and (1) developed countries

εit: Error

RESULTS

The Descriptive Results

The quality of CSR disclosure and its components has been

classiied into four progressing levels; advanced level, mod-

erate level, poor level and lagging behind level as shown in

the table 2. Table 2 describes the relative frequency for the

different progressing levels of the CSR disclosure and its

components for the selected sample (231 banks). Initially,

it is observed that CSR has a small number of banks at an

advanced level. In addition, the employees and community

scores are having the largest number of banks at the ad-

vanced level. Meanwhile, the environment score has only

one bank at the advanced level. This indicates that the envi-

ronmental disclosure still needsmore improvements by the

banking sector. Table 2 also demonstrates that 60% of the

banks achieve moderate level of CSR disclosures and very

few banks (8%) with an advanced level of CSR discourse

headed by two USA banks which are Trustmark Corpora-

tion and Provident Financial Holdings, Inc. and the third

advanced bank is the National Bank of Abu Dhabi. It has

also been realized that relatively a large number of banks

(74) representing 32 percent of the investigated banks have

embraced poor CSR disclosures as they miss more than

60% of the required items. Unlike our earlier expectation,

the banks that have been spotted with poor CSR perfor-

mance belong to both developing and developed countries

such as Singapore, Canada, Japan, India, Greece andMexico.

This implies that the banking industry in the developing
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countries is following close CSR disclosure pattern as that

followed in the developed countries. This will be conirmed

further by looking at the ANOVA results. To verify this re-

sult, the researchers have further analyzed this pattern for

themain four components constituting theCSRpractices. In

general, a larger number of banks achieve a higher level of

disclosure in respect of employees (187) banks followed by

community (180) banks and inally corporate governance

(129) banks compared with environment (10) banks.

TABLE 2 . Descriptive results of the CSR main index and the sub-indices of its components

Banks (N) Y1 % Y2 % Y3 % Y4 % Y5 %

N >= 60% 19 8% 38 16% 76 33% 1 0% 19 8%

(Advanced)

N = 50-59% 139 60% 142 61% 111 48% 9 4% 110 48%

(Moderate)

N = 40%-49% 69 30% 48 21% 28 12% 142 61% 86 37%

(poor)

N < 40% 4 2% 3 1% 16 7% 79 34% 16 7%

(lagging)

Total 231 100% 231 100% 231 100% 231 100% 231 100%

Note. CSR (Y1), Community (Y2), Employees (Y3), Environment (Y4), Corporate governance (Y5)

Investigating the CSR Disclosure Practices by Geo-

graphic Region

Table 3 shows that on average all the investigated regions

provide a close but moderate level of CSR except for Asia

(48%). This is consistent with Weber et al. (2014) who

studied the CSR in the inancial sector and reported that i-

nancial sector performance is relatively low regarding CSR

in general. Also, the banks with the highest disclosure level

(more than 60%) are found in North America, Europe and

Middle East. Nevertheless, the highest deviation in the

CSR by banks can be realized in Europe which covers 72

banks. Further analysis has been conducted tomeasure the

changes in the CSR total score across the period from 2012

to 2015 by considering the year 2012 as a basic year. It is

realized that many developing countries have witnessed a

great improvement in the CSRdisclosure over the time hori-

zon. More interestingly, some developed countries such as

USA, UK and Netherland has slight or no change at all dur-

ing the last four years. This may imply that the CSR in such

developed countries has reached itsmaturity level. This has

been relected in the table 3 when looking at the Maximum

score column.

TABLE 3 . The descriptive results of the CSR disclosure index (%)

Region Mean Median MAX MIN SD N

Africa(X11) 56 57 62 48 5 10

Asia(X12) 48 50 58 40 5 76

Europe(X13) 52 53 64 29 6 72

Middle East(X14) 55 55 64 43 4 18

North America(X15) 54 54 65 41 5 55

Total Banks(N) 231

From the developing status respect, it can be realized

that the developing and developed countries provided on

averagevery close scores for the total CSRdisclosure and for

each component individually. However, it can be recognized

that the variation among the developed countries is higher

than among the developing countries as shown in table 4.

This may be attributed to the variations in the legal system

developed in these countries. The lack of well-established

legal system in many of the developing countries may en-

courage them to follow themost followedbest practices and

this has reduced the variations.
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TABLE 4 . The CSR descriptive results based on the developing status

Developing Countries Developed Countries

Mean Median MAX MIN SD Mean Median MAX MIN SD

CSR 52 53 64 39 5 51 51 65 29 6

Community 55 56 64 41 5 54 54 69 32 7

Employees 56 56 70 38 6 55 56 82 29 11

Environment 49 50 66 35 6 51 51 72 36 7

Corporate Governance 50 49 63 36 6 51 51 65 29 7

Community Disclosure Index

In respect of the community disclosure by banks, table 5

demonstrates that there is a great attention paid to this

type of disclosure as banks reached the highest levels in

most of the regions especially in North American and Eu-

rope. However, other regions such as Africa, Middle East

and Asia reached very close levels with lower variation as

indicated by the standard variation results. It is also shown

that on average banks’ community disclosure is very close

to a regional level whereby Africa (58%) and North Amer-

ica (56%). Yet, North America and Europe have the same

highest disclosure level (69%). This was expected as these

two regions contain most of the developed countries which

have more established community laws and regulation. In

respect of the variation, again Europe has the highest stan-

dard variation for this index as it is shown for the total CSR

as well. This may imply that the institutional environments

across European countries are obviously different.

TABLE 5 . The descriptive results of the community disclosure index (%)

Region Mean Median MAX MIN SD N

Africa(X11) 58 58 62 49 4 10

Asia(X12) 53 54 63 42 5 76

Europe(X13) 54 56 69 32 8 72

Middle East(X14) 55 55 64 43 4 18

North America(X15) 56 55 69 48 5 55

Total Banks(N) 231

Employees’ Disclosure Index

Disclosure of the employees’ related issues has become one

of the key disclosure items that many companies including

banks put more emphasis on. It can be realized that in gen-

eral, the employees’ index provides better results compared

with the last two indices as shown in table 6. On average,

Europe (60%) followed by Africa (59%) attained the high-

est scores. Meanwhile, the highest maximum scores were

reported in Europe (82%), North America (73%) andAfrica

(70%). The highest variation has also been realized in Eu-

rope as the case in the previous indices.

TABLE 6 . The descriptive results of the employees’ disclosure index (%)

Region Mean Median Maximum Minimum SD N

Africa(X11) 59 61 70 44 9 10

Asia(X12) 51 54 68 36 8 76

Europe(X13) 60 62 82 29 11 72

Middle East(X14) 55 55 67 43 6 18

North America(X15) 57 56 73 47 6 55

Total Banks(N) 231

ISSN: 2414-309X

DOI: 10.20474/jabs-2.6.3



2016 I. M. A. Mohamed, W. Salah – Investigating corporate social . . . . 288

Environment Disclosure Index

Environment disclosure has become one of the key vol-

untary disclosure items for many banks. Nevertheless, it

seems not the case for the banking sector. The environmen-

tal scores are relatively lower than the other three types

of disclosures in some regions such as Middle East (49%)

and Asia (48%). Meanwhile, North America (50%), Europe

(52%) and Africa (52%) attain a moderate level. The maxi-

mum scores have been reported for Europe (72%) followed

by Middle East (66%) and North America (61%). Again the

highest variation is spotted in Europe and the Middle East

as well. This could be regarded to the fact that banks per-

ceive themselves as non-polluting industry as explained in

the introduction.

TABLE 7 . The descriptive results of the Environment disclosure index (%)

Region Mean Median Maximum Minimum SD N

Africa(X11) 52 52 57 49 3 10

Asia(X12) 48 48 59 37 5 76

Europe(X13) 52 53 72 36 7 72

Middle East(X14) 49 50 66 35 7 18

North America(X15) 50 51 61 37 6 55

Total Banks(N) 231

Corporate Governance Disclosure Index

Corporate governance is an essential part of the voluntary

disclosure that many companies including banks used to

disclose on a regular basis. Table 8 demonstrates the de-

scriptive results for this component. It can be realized that

on average Africa (54%) and North America (54%) lead the

other regions in respect of the corporate governance dis-

closure. However, North America achieved the highest dis-

closure level (65%) followed by Europe (64%) then Middle

East (63%) andAfrica (63%). It can also be realized that the

variations between African countries are higher than those

of the countries in the other regions. This may be partially

due to the lack of well-established regulations that govern

the corporate governance disclosure in these countries.

TABLE 8 . The descriptive results of the corporate governance disclosure index (%)

Region Mean Median Maximum Minimum SD Total N

Africa(X11) 54 56 63 42 8 10

Asia(X12) 46 46 59 36 6 76

Europe(X13) 52 53 64 29 6 72

Middle East(X14) 51 49 63 41 6 18

North America(X15) 54 54 65 41 5 55

Total Banks(N) 231

The Explanatory Results

As demonstrated earlier, this research pursues to address

two hypotheses. The irst one investigates the association

between the geographic regions and the CSR disclosure

practices which are implemented by banks. Accordingly, it

is assumed that banks operatingwithin the same region are

more inclined to exercise similar disclosure pattern. On the

other hand, banks operating in different regions might be

affected by different cultures and regulative environment

as indicated by the previous CSR-related research. These

institutional pressuresmay give them unique features. This

has been tested by conducting One Way ANOVA to investi-

gate whether banks operating in different regions have sig-

niicantly different CSRpractices. Table9demonstrates that

region has a signiicant effect on the total CSR disclosure

level and its components at (p<0.01) except for the commu-

nity disclosure index which shows a signiicant effect but at

(p<10). F- Statistics have also demonstrated this signiicant

relationship. This result is consistentwith Sun,Wang,Wang

& Yin (2015) who investigated the CSR practices by banks

in China and found that banks are more inclined to report

CSR if they operate in communities where more companies

publish CSR reports or if there are guidelines encouraging

CSR reporting.

ISSN: 2414-309X

DOI: 10.20474/jabs-2.6.3



289 J. Admin. Bus. Stud. 2016

TABLE 9 . The impact of geographic regions on the CSR disclosure and its components

Disclosure Indices Source Sum of Squares df Mean Square F P-value

CSR index Between Groups 903.437 4 225.859 7.373 0.000

Within Groups 6923.402 226 30.635

Total 7826.840 230

Community index Between Groups 340.498 4 85.124 2.399 0.051

Within Groups 8017.918 226 35.478

Total 8358.416 230

Employees’ index Between Groups 2632.267 4 658.067 9.017 0.000

Within Groups 16494.028 226 72.982

Total 19126.294 230

Environment index Between Groups 722.346 4 180.586 4.840 0.001

Within Groups 8432.745 226 37.313

Total 9155.091 230

Corporate governance index Between Groups 2005.392 4 501.348 13.235 0.000

Within Groups 8560.842 226 37.880

Total 10566.234 230

Table 10demonstrates theANOVA results for the second

hypothesis which examines the relationship between the

developing status of a country and the extent and quality of

theCSRdisclosure and its components. It is realized that the

developing status of a country has no signiicant effect on

the CSR disclosure practices and its components. This im-

plies that the CSR disclosure in both developing and devel-

oped countries are relatively closer to each other. This may

be attributed to the fact that the investigated developing

countries are those having trading international relation-

shipswith other developed countries and hence their bank-

ing systemsare consistently developing tomeet theneedsof

the internationalmarkets. Besides, most of the included de-

veloping countries such as India, China, UAE, Saudi Arabia,

Qatar, Indonesia andMalaysia are advanced economies and

considered as open markets for international business, the

issue that enforces these countries to improve their bank-

ing systems to support their business’s needs. Therefore,

the results have been positively affected because of the ex-

istence of these countries and the absence of the less devel-

oped countries.

TABLE 10 . The impact of the developing status on the CSR disclosure and its components

Sum of Squares df Mean Square F P-value

1. CSR index Between Groups 52.025 1 52.025 1.532 0.217

Within Groups 7774.815 229 33.951

Total 7826.840 230

2. Community Index Between Groups 70.890 1 70.890 1.959 0.163

Within Groups 8287.526 229 36.190

Total 8358.416 230

3. Employees’ index Between Groups 52.728 1 52.728 .633 0.427

Within Groups 19073.567 229 83.291

Total 19126.294 230

4. Environmental index Between Groups 179.214 1 179.214 4.572 0.034

Within Groups 8975.877 229 39.196

Total 9155.091 230

5. Corporate governance index Between Groups 11.279 1 11.279 .245 0.621

Within Groups 10554.954 229 46.092

Total 10566.234 230
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Robustness Test

An additional test has been undertaken to ensure the ro-

bustness of our indings. Specially, we did not ind a signi-

icant difference between developing and developed coun-

tries in respect of the CSR in general or its components ex-

cept for the environmental disclosure. Accordingly, we fur-

ther divided the developing countries into two sub-groups.

The irst group represents the developing countries that

are adjacent to or located among the developed economies,

namely, North America and Europe. The second represents

the developing countries that are adjacent to or located

among less developed economies like Africa, Asia and the

Middle East. The MANOVA results are shown in table 11.

The table shows that there is a signiicant positive relation-

ship between the created independent variable (belonging

tomore developed economies) and the ive dependent vari-

ables at a very high signiicant level (p <0.001).

TABLE 11 . The impact of the developed economies on the developing countries’ CSR disclosure

Dependent Variables df F P-value Partial Eta Squared Adjusted R Square

CSR 1 41.76 .000 0.24 0.233

Community 1 14.76 .000 0.10 0.093

Employees 1 69.54 .000 0.34 0.338

Environment 1 10.58 .001 0.07 0.067

Corporate Governance 1 94.69 .000 0.42 0.411

Based on the above results, it is suggested that the in-

stitutional impact could be extended further to the nearby

geographical area. Hence, it is expected to ind some dif-

ference between the developing countries that share the

boundaries or are close to more developed countries and

these are surrounded by less developed countries. Accord-

ing to our empirical results, the following implications can

be recognized. First, in the last four years, the world aware-

ness of the importance of CSR disclosure in the banking

sector has been gradually increasing. Secondly, it can be

realized that banks especially in the developing countries

have been consistently working on improving the quality of

their social and environmental disclosure. The CSR litera-

ture reveals that some developing countries have already

issued guidelines or regulations to organize this issue at a

country level as in India’s case (David & Linne, 2016). Like-

wise, Jain et al. (2015) study reported that the number of

banks in Asia-Paciic region including India, Japan, China

which have annually reported at least 50 percent out of 60

CSR indicators has been doubled from2005 to 2011. This is

expected as a large number of banks in the developed coun-

tries have already reached mature level of CSR disclosure.

DISCUSSION AND CONCLUSION

This research has addressed the CSR practices by banks

from the institutional perspective. In elaboration, it basi-

cally examines the impact of the macro institutional en-

vironment on the embraced CSR disclosure practices in

different regions. The classic institutional theory postu-

lates that the institutional environment leads to more con-

vergent practices among the individuals and organizations

operating within the same institutional environment. The

empirical results of this research have relatively supported

this argument and explicitly reveal that banks operating

in different regions are more likely to implement different

CSR practices. Even that the quality and progress level in

such regions could be diverse. This could be attributed

to the power of legal environment that imposes the regu-

lations, rules or laws to enforce banks in such regions to

improve their CSR disclosure level. It has been also realized

that most of the banks worldwide tend to disclose more

information about activities related to employees, the over-

all community in addition to corporate governance rather

than environmental information. Yet, a number of banks

have neither disclosed items related to the environment

nor disclosed adequate information in this respect.

The researchers has also concluded that there is no great

difference between developed and developing countries in

respect of the CSR disclosure practices by banks. This is due

to the fact that the investigated developing countries in this

research are normally classiied as advanced economies

such as China, India, Egypt, United Arab Emirates, Qatar,

Kuwait andSouthAfrica. Theyare alsohavingvarious inan-

cial and commercial international relationships with many

developed countries which may directly and indirectly ex-

pose them to the international regulations organizing and

controlling the CSR practices in the banking sector. Some

countries such as India and South Africa pursue to improve

their banking sector by raising the quality of the CSR prac-

tices.
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LIMITATIONS AND IMPLICATIONS

This research has several limitations that may restrict the

generalizability of the generated results. First, banks with

partial CSR disclosure or missing data in any of the studied

years have been eliminated from the sample for consis-

tency. As a result, a limited number of banks in some coun-

tries have been investigated. Secondly, banks operating in

advanced developing economies such as Egypt, Qatar, In-

dia and United Arab Emirates showed high CSR disclosure

level which is not necessary to be extended to other less

advanced developing countries. Thirdly, the researchers

have focused mainly on investigating the institutional im-

pact on the CSR disclosure in the banking sector ignoring

the banks’ attributes. The researchers suggest studying the

CSR practices for banks operating in less advanced devel-

oping countries.
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