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AB TRA T 

rp rate 

allov.ing t 

I usine s engag menL and alu creati n, 

meet and e n exceed legal, 

action in a manner that re pe t the legitim te g al 

public cietal expe tati ns and 

nd demand of all takeh lder . 

trategic R i trategic philanthr py aimed at achie ing trategic bu ine g al while 

al o pr meting ociet elfare. Thi tudy et t d~termine trategic R initiative 

adopted by commerci banks in Kenya. The pecifi bjective were to detenninc R 

initiatives analy e the impa t and determine the challenges faced by commercial banks 

when implementing R program . In the context of this study, imerpretati n f trategic 

C R was ba ed on Lantos 2001 model of R. 

The data for the tudy wa derived from questionnaire. Ali t of questions providing the 

framework of topic was elected. To determine the strategic C R initiati es as adopted 

by commercial banks in Kenya, the study drew re pondents from various bank 

representatives occupying top managerial po ition . The data after being received from 

re ponden were analyzed in the form of tables and qualitati e analysi . The results were 

then as e ed by comparing them with Lantos (2001) etas ification f R. 

The study established that within the commercial banking sector, the understanding of 

C R eem to be anchored in the context of voluntary action with economic legal and 

ethical dimensions assumed as taken for granted. Prom the tudy, it clearly emerged that 

trategic philanthropy i n t a myth. Nor i it very difficult to ena tin practise. One bank 

was therefore u ed a an illustrated example of its attempt to enhance its rategi R 

orientation. 

Finally the tudy has come up with discu sions con lu ion , sugge lions for further 

tudies and r commendations for p licy and practi e based on the findings. 
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BAPT RO TROD TI 

1.1 Background 

The period between 19 and 2 03 the banking e t r in Kenya itne etl the !lapse f 

a number of banking in titutions. his wa mainly credited to r !axed regulat ry and 

upervisory system within the sector. Thi re ulted in po r governance and management 

culture in the indu tr . The eighties thus v itne sed the col lap e r a number of banking 

institutions. The first ca ualty was the Rural rban redit Finance ompany imited 

which was placed in interim liquidation in 19 4. The institution was eventually 

liquidated. After thi the government made exten ive changes in both the Banking and 

entral Bank of Kenya Act o as to tern further instability in the industry. The change 

saw the capital adequacy requirement increa ed to K hs 15 million 6 r bank and Ksh 

7.5 million for non-bank financial institution . 

nother major change was the creation ofDeposit protection Fund and fnsurance scheme 

paid for by the contributions by member banks to meet liabilities of small depo it r . The 

capital was further tied to deposits with a maximum gearing rati of 7.5 percent To 

further protect the c re capital from erosion by bad and doubtful advances tatutory 

re erve fund was e tabli hed to be funded by banks' declared profit . Of such pr fit 12.5 

percent were to be tran ferred to reserves to guard again t future loses. uch reserve 

were to be invested in government securities. 

But it i worth noting that despite the government effort to stream line the banking ector 

by introducing statutory regulatory measures of containment, more bank have been 

liquidated or put in receiver hip in the peri d that fi llowed the introducti n of stri t 

control m chani m . uring thi peri d more bank collapsed due to weak int mal 

control s and bad governance and management pra ti es. For instance the ontinental 

Bank of Kenya imited and ontinental Credit Finance Limited collapse in 1986 apital 

Finance imit d col lap e in 1987, seven banks which had collapsed were merged in l 

on olidated Bank of Kenya in 1989, thirteen banks collapse in 1993 and five banks 

collapsed between 1 6 and 1999. In L999 Trust Bank the sixth largest bank in Kenya

in terms of deposits- collapsed due to mainly in ider lending to director and 



hareholde . In June 20 I. lphi · Bank lim1ted ... ...-a placed under recei er hip. 

recent i harter H u e Bank which v placed under tat\Jtory m nagement in 2 06, 

allowing heightened ad er e publi it related to it llegeJ malpracti e . 

In 2003, the Kenyan vemm nt b gan to implem nt far reaching economic and 

tructural reform that have re ulted in today' unparalleled tran fl rmati n f the 

economy. he benefit of the tran fi rmat ion ar vident not nly in the banking ctor but 

to the entire country. he benefit range from rapidly increa ing loan-able res urce fr m 

the banking system t the private ector to increasing access to ocial service and better 

prospects for the econ my. he banking sector adopted monetary policy at the beginning 

of 2003 to support the economic recovery while en uring macroeconomic tability with 

particular focu on in flati n, table interest rates and the exchange rat . 

But with the developments and achievements realised banks today are still under intense 

pres ure to rebuild public tru t and tay competitive in a global economy. The history of 

financial institution collapse contributed greatly to a haken public confidence in the 

banking y tem, increasing in tum the alienee principles f accountability, tran parency 

and integrity in all facets of the busines relationships (Waddock et al. 2002). Banks eem 

to be facing the challenge of upholding these principl while remaining pr fitable and 

innovative. The delivery of shareholder value while also promoting cietal value has 

thus evolved in recent years into a complex paradox for which even commercial banks in 

Kenya seem to be grappling with. Large scale enterprise in Kenya have d ne little in 

developing structure and mechanisms for sustaining R program and benefit 

( dhiambo 2006). 

1.1.1 Corporate Social Responsibility 
The reconciliation f hareh lder and o i tal value is frequently di cus ed within the 

C R framework. which addresses the relati n hip between bu ine s and the larger 

ociety ( nider et al. 20 3). !though an exact definition of C R remain elu ive the 

term i generally used t refer to a mode of bu iness engagement and value creation, 

allowing to meet and even exc ed legal, ethical and public societal expectation 

(Luetkenhorst 20 4: ovak 1996) and a ting in a manner that re pe ts the legitimate 
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g al and demands tall takeh lder lark on 19 5: add ck et al. 20 2 . relate 

primaril} t a hieving out me fr m rgani ational deci ion on erning p ci fi i ue 

or pr blem which have benefi i I rather than advc e effe t up n pertinent c rp rate 

takeh lder . 

orp rati n enj y ertain b nefit from society. The gain finance capital and 

employees from ciety and they rely on the continu u supp rt f cu tamer , local 

c mmunitie suppliers and other . Because busine e benefit fr m the g od will of 

society they owe certain duties in return. ampbell et al). The bu ine case for C R 

within a c mpany rests on benefit ·uch as risk management, human resource motivation 

brand differentiation, license to operate through adherence to la and legal regulation 

and so on. 

1.1.2 Overview of the Commercial Banking Sector in Kenya 
The banking industry in Kenya is governed by the ompanie Act, Banking ct the 

CemraJ Bank of Kenya ( BK) ct and variou prudential guidelines issued by the CBK. 

he banking sector was liberaJised in 1995 and exchange control lifted . he central bank 

which fall und r the Ministry of Finance docket is re ponsible for formulating and 

implementing monetary policy and fostering the liquidity solvency and proper 

functioning of the financial ystem. The BK publi hes infi rmation on Kenya 's 

commercial banks and non-banking financial institution , interest rates and other 

publication and guidelines. 

The Kenyan banking sector compnses of 41 commercial banks. ( entral Bank 

upervisi n Annual Report 2007). ut of the 41 in titutions, 27 are private local ly 

owned and I 1 private foreign owned as shown in chart 1. The foreign owned banks 

comprise of 6 locally incorp rated foreign banks and 5 branches of foreign incorporated. 

lso included in the 4 I in titutions are 3 public frnancial in titutions. As of year ended 

2007, the sector had a total of 658 branches up from 575 in 2006 and 6 17 automated 

teller machines (A TM country wide. 
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oil ing the c ntinue e pan i n 

tn r e in the numb r f empl ye 

2006. th r d vel pm n that have 

f the tor. the indu try ha \ itne ed a 23.7% 

from 12.589 in 2 05 t I ~, ~ in the ear end d 

en witne ed h e in luded c ntinued in e tment 

in information and c mmuni ali n t chn I gy (I ) infra tru ture ith the ~e ti e of 

improving quality of cu tomer er tee through o ering alternative l T based pr du t 

and delivery ervice. orne f the de el pment in the area hav in ludcd the 

introducti n f lectronic banking and h rt les age ubscription ( M ) banking 

oftware' b a number of in titution . The installation f additional TMs and the 

expansion fthe networks country wide during the year i I o a ignificant de elopment. 

Chart 1: Structure of the Commercial Banking Sector 

Public Financial 
In titutions 

1 
ational Bank of 

Kenya 
nsolidated Bank 

of Kenya 
Development Bank 
of Kenya 

ENTRALBANK 

Local 

l 
mmercial Bank (27) 

ource: entral Bank annual supervi ;on reporr (2007) 

YA 

Private Financial 
Institutions 

or tgn 

l 
om mer iaJ Banks ( 11) 



e gr wth in th number of A h re uhed in the d conge tion of banking halls and 

redu tion of I ng qu ue m banking hall . I T ba ed fin nci I ervicc have made a 

signifi ant c mributi n in the I wering the c to ering financi imilarly, a 

ide range of new pr duct have been intr duced by bank in respon e t mcrea ed 

competiti n and in embra ing 1 

developmen in new pr due 

introducti n in December 2005. 

and en han ed cu t mer n ed . Among the igni licant 

has been the growth in Islamic banking pr duct fir t 

A cording to the banking upervisi n annual report 2 07) the balance heet analysi f 

the banking sector by June 2007, the total as et expanded by 19.9% to Kshs 833.4 

billion from h 695. 14 billion in June 2006. The growth in a sets was funded by an 

increase in depo its fresh capital injecti nand retained profits. The major c mponent of 

the as ets portfolio were I ans and Government securiti . The net loan and advance 

stood at Kshs 417.5 billion by June 2007 which was attributed to lending' to private 

hou ehold transport and communication, building and onstruction and manufacturing 

sectors. ov rnment ecurities stood at Kshs 184.5 billion while deposi t liabilitie 

including accrued interests sto d al Ksh 682.14 billion at the end f June 2 07. 

Key issues affecting the commercial banking indu try in Kenya mainly includes changes 

in the regulatory framework, where liberalisation exists but the market stil l continues to 

be restrictive. Declining interest rate margins due to customer pres ure has resulted t 

mergers and reorganisati n of key in titution . here has at o been increased demand for 

non-traditional service including the automation of a larger number of services and a 

move toward emphasi on the customer rather than finan ial product and the 

introduction of n n-traditional players who offer financial ervices and products. 

herefore this ecti n ha provided relevant information about omm rcial banking 

sector in Kenya which all wed for the re ults of the study to be interpreted within lheir 

proper contextual [ram work. 
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1.2 tatemeot of the problem 

fn ariou nte t , compani day are under inten e pre ure to rebuild tru t and tay 

c mpetiti e in a global e on my. he deli er f hareh lder alue' hile I pr m ting 

ocietal value has ev I ed in recent ear into a mplex parad that re pon ibl 

bu ine c rp ration seem to be grappling ith in different come t . 

he Kenyan commercial banking sector has e lved in the Ia t decade from an indu try 

characteri ed by a number of banks collap ing or being placed under tatutory 

management, to a more table and profitable indu try. It is argu d that the maj r reason 

for the developments in the banking indu try can be attribute to n auempt by 

commercial banks to ustain growing public confidence of the ector by upholding 

corporate governance practices. 

Re earch n corporate social re p nsibility as applied to financial intermediarie -more so 

banks- is indeed scarce. Mo t of the studies have centred on the extent to which R 

influence consumer purchase behaviour. (Makau 2006 . ocus n commercia l bank has 

included the research the factors that influence R behaviour in commerci Is banks in 

Kenya ( huo 2006). Okeyo (2004) in his tudy f the level and determinan of ' 'R 

among commercial firms in Kenya found out that the su tainability of R programs 

among Kenyan firm is in doubt. Despite the subject of corporate o ial respon ibili ty in 

developing ec nomies receiving a lot f attention within the corporate world trategic 

corporate ocial respon ibility practises within the banking ector in developing 

ec nomie has been limited. And although commercial banks in Kenya have initiated 

maJor R initiatives, limited evidence eem to suggest that the R motivation i 

attuned in light of limited R advocacy and awareness. 

Thi scarcity demand urgent intervention which ju tified the relevance ofthi tudy. The 

study ort to determine and provide guidance t?ward realising su tainable R initiative 

in the context of the c mmercial banking industry within Kenya. he tudy provides 

lherefore ugge tion as to how commercial banks can strategically reconci le o ietal and 

hareholder value withjn the R framework . 
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1.3 Objectiv 

The obje t i e of the tudy in Jude b Lh th gener l obje ti e and the peci fi bje tive . 

1.3.1 The general objective 

The general bjecti eo the study wa lo determine trategi "R initiative dopted by 

mmerci l banks in Kenya. 

1.3.2 The pecific objectives 

The specific objectives of the tudy are as follow : 

a) To determine the R initiative pr cedure applied within the c mmercial 

banking sector. 

b) To analy e rhe impact of R in the commercial banking sector 

c) o determine the challenge fa ed in implementing R initiatives app lied within 

the c rnmercial banking sector. 

1.4 Significance of the study 

The finding of the research will be u eful especially to commercial banks as it wi ll help 

the banks strategically adopt C R strategies by reconciling ocietal and hareholder 

value . The commercial banking ector will there[! re better appreciate the need for 

developing structure and mechanism that allows for delivery of shareholder value while 

also pr moting cietal value through sustainable R program and benefits. 

o the academ ics the finding of the study will provide ba ic information for further 

re earch in trategic R implementation. Therefore the tudy seeks to impr ve the b dy 

of knowledge about C R in the commercial banking e t r and form a basi fi r further 

study. 

7 



CHAPTER TWO: UTERA VIE 

2.1 Corporate ocial R pon ibili 

R i the m de f bu ine en gag ment and lue creati n. that all w rp rati n to 

meet and even e ceed legal ethical, and publi ietal e pt! tati n (I uctk nh r t 2004: 

ovak I 96) and a ling in a manner that respec the legitimate g al and demand of all 

stakeholders ( lark on 19 5: Wadd ck et al. 2002). R relat primarily t achie ing 

outcomes fr m rganisational deci ions concerning sp ific i sue r pr blem which 

have beneficial rather than adver e ef ects upon pertinent corp rate stakeh lders. 

orporate ocial Respon ibility is one fthe earliest and key concepti n in the academi 

study of bu ine s and society relation (Windsor 200 l . The devel pment hi tory of the 

C R construct i commonly divided into three phrases: ri e and exten ion 1950s 

further expansion (1960s- 1970 ), and full-fledged pr liferati n (1980-1 90) arroll 

I 999). The riginal ascendancy of R took place against a ruling ec n mic paradigm 

emphasing efficiency, competition and productivity gains. In the Keny n banking 

industry, commercial banks have increased their level of R inv lvement steadily from 

the year 2004 and 2005 (Thuo, 2006). Yet the ri e of R has continued unabated into 

the 21 51 century making it less piau ible to look at R as just the latest hype of a 

development community increa ing di illu ioned with the perfi rrnan of the public 

sector uetkenhorst 2004 ). 

The initial rise of R coincided with the fragmented postulations n the role of lhe 

bu ine s people a tewards not only of their per onal resource but al of ocietal 

resources. ntil the 1960 , lhe focus wa on bu ine people p sibly because the 

prominence of the busine corporation as vital centre of power and decision making had 

not yet been fully appreciated ( arroll 1999). The 1960s according t 'arroll ( 1999) 

witne ed attemp at refining previou conceptualizations and the plintering of writing 

into alternative concept and theme uch as business elhic takeh lder 

theory/management, ocial responsivene and public policy. 

8 



2.2 arroll' 1979 Model of orporate 

In 1979 arroll differentiated between four type f R: ec n rni , legal ethi al and 

dis retionary. The fir L tegor that arroll (I 79 delineated is 

econ mic in nature, entailing for example pr iding return n in e tm nt t wn r and 

hareh lders: reating j bs and fair pia or w rkers: di c vering new res ur e ; 

promoting technologi al advancement inn vati n and the creation of new pr ducts and 

service . Bu ines from thi perspective is the ba ic ec n mic unit ins ciety and its other 

roles are predicated on this fundamental assumpti n ( arroll 1979 . 

The legal responsibiUty is the sec nd part of the definition and entail e pe tation 

legal compliance and playing by the "rules of the game . From this perceptive, s ciety 

expect busines to fulfil its economic mi i n within the framework of legal 

requirements set forth by the societal legal ystem. But while regul tions may 

successfully coerce firms to respond to an i sue, it i difficult to ensure that they are 

applied equitably (Pratima 2002). Moreover, regulations are reactive in nature leaving 

little opp rtunity for firms to be proactive. Law therefore attempt to circumscribe the 

limits of tolerable bu ine behaviour, but they neither define ethics nor do they legi late 

morality ' ( olomon 1994). 

In essence, ethical re ponsibility overcome the limitation of law by creating an ethics 

ethos that companies can live by (Solomon I 994). It portray bu iness a being moral, 

and doing what is right just and fair. Therefore, ethical respon ibility ncompa es 

a tivities that are not necessarily codified into law but are nevertheless expected of 

busine s by s cietal members such as re pecting people, avoiding harm, and preventing 

social injury. uch responsibility is mainly rooted in religious convicti n , humane 

principles and human rights commitmen ovak 1996). However one limitation to thi 

type of re p n ibi lity is its blurry definition and the c n equent diffi ulty for bu ine to 

c ncretely deal wilh it ( arroll 1979). 

The final type where firm have the wide t scope of discretionary 

judgement and ch ice in terms of deciding n pecific a tivitie or philanthropic 
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contributi n th t are aimed at giving ba k to iety. he r ts of thi · t pe f 

re p n ibility lie in the belief that bu in and ociety arc intern: ined in n rg nic wa 

rederick I R inv lvement i thought of a ploughing back t iet_ a 

porti n o the pr fit to meet orne of c1etal need . uch in lvement i being 

c nsi tent with the level of profit attained Thu , 2006 . xample 

might include philanthropic contribution condu ting in-h usc training pr gram [I r 

drug abusers, or attempt at increasing literacy rate ( arroll. 1979). ther example 

common within the banking ector in Kenya include youth program , provisi n of water 

and support to disabled per on programs ( dhiambo, 2006). In the commercial banking 

sector in Kenya such initiative are usually undertaken on a need basis and are not u ually 

gi en priority in rgani ati ns ' R agenda. This type of resp nsibility is the mo t 

controver ial of all ince its limits are vague and it implications could conflict with 

economic and profit-making orientation of business firms. 

2.3 Carroll's 1991 Model of Corporate Socia] Responsibility. 

In L991 , arroll revi ited his four-part definition of R and organized the notion of 

multiple corporate ocial re pon ibilities in a pyramid c n truct (Figure l). In this 

pyramid, economic re ponsibility is the basic foundation and discretionary the apex. This 

revised conceptualization implie that the four responsibilities are additive or aggregative. 

From this per pective economic and legal responsibilitie are socially required (that i 

mandatory), ethical responsibility is socia lly expected, while philanthropy is ially 

desired (Windsor 2001) and each of these re ponsibiJities compri es a basic omponent 

of the total ocial responsibility of a busine s firm. 

Carroll's conceptualization was useful and timely and ir repre ented a ignificant 

advance in R re earch by mapping the different types of bu ine re pon ibilities, but 

failed explicitly between mandatory and volunlary respon ibility types. While thi s is 

implicitly noted both in the terminology used [i r di cretionary respon ibility and in the 

revised pyramid-like tructure placing discretionary resp nsibility at the apex of the 

hierarchy, it has n t been explicitly dwelled up n. thical re pon ibility is also vaguely 

addre sed in arroll' m del. clearer definition of ethical responsibility and a neat 

10 



di tincti n between voluntary and mandat ry 

Lanto ' (20 I) con eptuaJization. 

R. h wever, are nicely captured 10 

Figure 1: A hierarchy of Corporate ocial Respoo ibility ( dapted from arroll 
1991) 

Total 
Re p nsibility 

Discreli nary Re ponsibility 
(. ocially de ired) 

thical Respon ibility 
(Socially Expected) 

Legal Resp n ibi lity 
(Required by ociety) 

con mic Resp n ibility 
(Required by, ociety) 
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2.4 Lao to 2001 Model of Corporate ocial R pon ibility 

Lanto (2 I) di tingui he betw en three typl! of R. -. hich he referred t ethi I, 

altrui ti and trategic. thical R is manual ry and goes bey nd ulfilling firm ' 

economic and legal obligations t respon ibihty to a id harm or ocial injuri , even 

in case where the bu ine doe n t directly benefit. cti ns are taken because they are 

ri ght, not merely because they are mandated by law r ar profitable. Lanto {200 I 

argues in thi re peel that there i nothing commendable ab ut thi level of fulfilment 

' cial re pon ibilitie " ince it is what i ordinarily expected in the realm of morality. s 

illustrated in Table I according to thjs conceptualizati n, ethical R encompasses the 

economic, legal andethicalre p nsibilitiesoutlined by arroll(l979, 1991). 

Altrui tic R according to Lanto (200 I) i humanitarian/philanthropic C R which 

involve genuine optional caring irrespective of whether the firm will reap financial 

benefits or not. Firms practising altruistic R go bey nd their morally mandated 

obligations (ethical R) to assuming liability for public welfare deficien ie that they 

have not caused. Lanto (200 I) argues in this respect that altrui tic R, a lthough noble 

and virtuou could conOict with the profit making orientation f busine firms, and 

hence may lie outside the proper cope of their activities. 

trategic R on the other hand is trategic philanthropy aimed at achieving strategic 

busines goals while al o promoting societal welfare. The company trive in this respect 

to identify activities and deeds that are believed to b good for bu ines as well a ~ r 

society. his i a type of philanthropy that is aligned with profit motive . ( ue ter and 

Thomp on 200 I). Expenditures on strategic R activities are typically intended as long 

tenn investments that are likely to yield financial return (Vaughn 1999). rganisati n 

therefore de ign their R policie in line with th ir busine rientation { dhiamb 

20 6). he challenge in thi respe t is to identify int rventi n that all w the 

reconciliati n f the intere ts of the corporati n with th se of ne r m r takeholder 

group , thus promoting win-win outcome a ro the b ard. 
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w important di tincti n in ant s' (2001) 

di tinction made by ant (20 I) pertam 

clas ilied as mandat ry 

nccptual izati n merit attention. he fir t 

the natur I the R in que ti n hich he 

luntary ( oci 1). 4thical . R from thi 

per pective e tend bey nd economic and legal bligation to compri e the mandator 

fu I filment of the variou ethi al duties f the firm in it capacity a a m rally re ponsibl 

agent. That the mandai ry component f C R inclu es m re than economic and legal 

c n iderations has been articulated by rly sch lar including Jo ph Mcguire ( 1963) 

wh in i ted that the finn ha obligation that exte d beyond narrow e on mi and legal 

requirement . From a imple iron law of respon ibility per pective it i clear that 

responsibility i mandatory not just morally but al practically in the sen e that any 

violation in this re pect are likely to have eriou repercus ions for the firm in term of 

long term viability and pr fitability. 

The voluntary aspect of social R delineated by antos (2001 has similarly been 

touched by variou author including Walton ( 1967 fi r example uggested that an 

e entia! ingredient of a firm' social resp nsibilities 

Manne and Wallich (1972) in i ted that to qualify as a 

a degree of voluntarism, and 

ially responsible social action. 

a business expenditure or activity must be purely voluntary. Oavi ( 1973) suggested that 

C R describes a condition in which the corporation i at least in some measure a free 

agent and that the coerced pursuit of social objective is difficult to imagine. Hence 

various early cholar conceived of social responsibility as voluntary, beginning where 

eth ical responsibility end , reinforcing in tum the mandatory versus the voluntary 

di tinction articulated by Lantos. 

he econd di tinction i based on the intended purp e f cia! R as erving pure 

so ietal goals (altruistic) or simultaneou ly serving bu iness and ocietal interest 

( trategic). • R has traditionally been conceptualized as altrui tic, inv lving the 

acceptance of o t for hich it may not be pos ible to gauge direct measurable ec nomic 

intere (Walton 1967). Other conceptualizati n of R as g d neighbourline and a 

a ti e altrui tic engagement in the solution of br ad ocial problems are also commonly 

en ountered in the literature (Backman 1975· !bert and Parket 1973· itch 1976 . 
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H ' e er, the legitimac o altrui tic- type arguments in i Ling that mil-

per~ rmance ought n l t be c mpromi e tor i I goal. R cent ·ear have 

ac rdingl witne ed the as endan y fan ahernatt e ial llrui m th t an 

n nethele s be directed t profit the firm or what nt trategi 

R. 

Carroll (1979· 1991) 
Classification 
Economic respoo ibility: 
for hareholder g od job for employees and 
quality pr ducts for customers. 
Legal respon ibility: ntail compl iance with 
Laws and playing by the rule of the game. 

Ethical responsibility: ntail d ing what is 
right, ju t and fair and avoiding harm 
Philanthropic responsibility: Entail making 
Voluntary contribution to society by giving 
time and m ney to ocial activit ies. 

2.5 Appeal of Strategic CSR 

Lanto (2001) 
Corre pooding Cia ification 

Ethical responsibility: Mandatory 
fulfilment of a firm's economic 
legal and ethical respon i ilitie . 

AJtruisticresponsibility: ul fi lrnent 
fan organizati n s philanthropic 

Re p n ibilitie irresp cLive of 
whether the busine s will reap 
financial benefits or not. 
Strategic responsibility: ulfilrnent 
of philanthropic re pon ibilities that 
will simultaneously benefit the 
b tt m line. 

The notion of strategic C R ha been around ince the 1980 and has been the ubject o 

much debate in recent year . Drucker ( 1984) for e ample ernphasiz.ed that pr fitability 

and ocial re pon ibility are not nece sarily in ompatible and that bu ine s ought to 

convert it o ial re pon ibilitie into busin s pp rtunities. imilarly Porter and 

Kramer (2003) have suggested a conte t- fo u ed philanthropi approach requiring 

companie t u e their unique anribute to addrc social need in the corp rate context , 

thu promoting a c nvergence f interest bet\! een bu ine and ciety (figure 2) and the 

recon iliation of so ial and ec n mic g at . 
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illu trated in figure 2, the basic idea of trategi R is the e c tiv I ignment f 

philanthr pic contribution with bu me goal and srrategie ·. thu all \ ing the 

r con illation f ial and e onomic benefit . In thi respect, trateg1c 

defined widely to encompa any philanthropic activity that can re ult in l ng-t rm gain 

fi r the company. uch gain can be dire t and tangible as in new bu incs · pp rtunitie 

and untapped financial returns, or intangib le as in incre ed g odwi ll and I yalty among 

potentia l cu tomer . ltematively, trategic ' R can b defined more narro\ ly t 

encompass focu ed philanthropic interventions with a clear flow of financial return . 

Owing to relentle s pre sure by investor for increased returns and accountability the 

trend will likely be toward more strategic- type R intervention in the future (Lanto 

200 I; Carroll 200 I) . 

The appeal of strategic R cannot be easily discounted. The delivery f hareholder 

value, while also promoting societal value (or doing well while doing good), is certainly a 

desirable cenario for business corporations. This i particularly the ca e in developing 

countrie where drivers of R tend to be weak and where erious macroeconomic 

constra int may divert company attention to issues of basic viability and ecuring 

shareholder returns. However as will be illustrated in the c e tudy ection below, 

strategy C R goes against the gain of current philanthropic practi e particularly in 

developing countries. Most often, philanthropic contributions are distanced form bu iness 

goals, undermining impact and value added. 
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Figur 2: c n rgen 
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2.6 Criticism of CSR 

The drive towards strategic R ha not been ithout hurdles. oodpaster ( 1996) has 

been critical of R claiming that it uses stakeh lders- principally tho e ut ide the 

stockholder group- as a mean to the end of maximi ing hareholder wealth. Thi 

criticism i weak because the purp e of corp ration, among other thing i to g nerate 

wealth for it stakeholders and they have to market and sell to cu tomer (who con titute 

part of their takeh lders) in order to survive. Ln fa t, th whole purpo e of thi re earch 

paper i to argue that through Lrategic 

hareholder and societal value. 

R rganization can ultimately r c ncile 

Another criti i m f . R ha been that it puts the lirm at a competiti e di ad anlage 

ince ocial action entail co t that competitors need n t to bear. But it hou ld be noted 

that tho e wh put fourrh thi argument fail t re gnis the strategic element of R. 
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trategic R i de igned n t only to eliminate thi t pe of critici m but al o t gi e the 

c mpany c mpetitive advantage o er it competitor . 

ritici m of companie that have clearly de igned their R pr gram a. mark ting 

tool have sometimes come under heav) crilici m. xample om tirm ha e pled t 

brand their pr duct in a way for the de ign to rai e money for peci fie charitable 

organization. uch participant have ended up pending mor n campaign and 

marketing rather than on the peci fie charitie . 

ther generally ee corp ration ' good work just a a public rei tion runt. here i 

no doubt that companie practising social respon ibility often benefit either in h rt-term 

or in the long-run, and have a right to do so. trategic R allow for organization 

achieve strategic busine s goal while also promoting ocietal elfare. 

Brenkert (1996) has noted that like every activity there is the possibility of cro sing the 

ethical line. It ha al o been argued that many R efforts are said to fo ter the 

materialization of ociety' . A . haw and Barry (J 992) rightly n ted, thi i already 

ccurring through traditi nal marketing activities uch as adverti ing and retailing. These 

companies are merely appealing to an already materialistic society. 

Friedman ( 1996) claim that the rise in C R activ itie is a problem which ha been 

cau ed by the eparation of ownership and control, or in other words a c nflict between 

the interest of the manager and hareholder where managers u e C R as a mean to 

further their own per onal agendas at the expen e f hareh lders (McWilliams and 

iegel 200 I). 

rporate leaders engage in R activitie e pe ially sp 11 rships principally becau e of 

the non-pecuniary benefit which the manager enjoy fr m participating in uch events 

such a ego gratifi ati 11 and the pleasure ( orn ell et. al. 200 I . While these might 

appear to be corp rate caring and thereby generate orne goodwill their major m ti ation 

is really selfi h interest. R i therefor en as elf erving and omehow impoveri he 

17 



the notton of citizen hip ( renkert, 199 ). uch argument are ba ctl n th 

mi under tanding of the role of the bu me ciety s r ner and Kramer (2006 o 

aptly put it, there i a hared value between c rporati n and cietie in which the. 

operate, o instead of reviewing the relation hip a a connict. bu ines e and their 

takeholder ought to w rk in llaborati n. 



CHAPTER THREE: RE EARCH HOD LO 

3.1 R earcb Design 

The research i de cripti e by obj cti e be au e it n t de ribe trategic R in the 

banking e t r of Kenya. To an wer the research que tion, the re earch attempted to 

obtain information concerning the currem taLU of trategic R as applied within the 

commercial banking sector. 

3.2 Population of the study 

T he target population of this study included all commercial banks operating in Kenya 

which tand at 41 with a total asset ba e of K hs 833 .53 billion a of June, 2007. (Central 

Bank upervi ion Annual Report 2007). ( ee appendix ll). 

3.3 Sample 

A comprehensive list of all commercial bank in Kenya was drawn with a classificati n 

of large, med ium and small size a determined by the individual banks market harer. 

( ppendix lff). he research was therefore conducted as a tudy of eighteen (18) 

commercial banks in Kenya which allowed fl r in-depth and detailed exploration of the 

phenomena of R. tratified ampling method was used to elect the sample. The strata 

or subpopulation clas ification was ba ed on the bank market hare pe r gr up criteria 

namely large, medium and small ( entral Bank upervision Annual Report, 2006). The 

large peer group consisted of commercial banks with gross asset base of Kenya hilling 

15 billion and above. The medium ized banks will include banks with gros a et base f 

Kenya shillings 5 billion but less than Kenya hillings 15 billion. The mall ized bank 

will compri e of in titutions with gros a et base of bel Kenya shilling 5 bil lion . 

The ample included a represenlati n tn term of both local and foreign owned 

commercial bank in Kenya. Appr priate number of banks was randomly elected t 

a llo for the compari on between locally and foreign owned commercial banks operating 

in Kenya including the large, medium and mall banks have enriched the di cussion. 
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3.4 Data Collection 

T achieve the re earch objecti e primar data was u ed which ' a be c lie ted u ing a 

tru tured que ti nnaire which provide a framew rk o the t pic and i uc · t be 

covered. The data that w be generated i qualitative in natUre that i dat m inly ab ut 

the idea and theme o R rath r than the quantitie ( oopcr and hindlcr 2003). The 

que tions were divided into four pans in rder t c lie t data on the rganizati n pr file, 

C R initiative pro edure impact of C R pr grams and lastly the challenge fa ed by 

commercial banks when initiating R program . 

The que tionnaire wa elf admini tered to allow the respondent to c mplete at their 

convenience. The target respondent included managers occupying top managerial 

positions in there pective banks uch a head of public relations/communication unit 

marketing managers, corp rate affairs manager , communication manager devel pmenl 

directors and so on. 

3.5 Data analysis 
The data generated in thi tudy is mainly qualitative in nature mainly on the theme rather 

than the quantity of R. erefore in order to extract u eful information on the data 

collected was edited for accuracy uniformity, consi tency and completene s and 

arranged to enable coding and tabulation before final analy i . he de cript ive data on 

variou a pect f R considered under the tudy was analyzed and summari ed in the 

form of frequencies percentage and tables. he re ult have then been as essed by 

comparing them with Lantos (2001) classification of R. 
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CHAPTER FO : F 

4.1 Introduction 

Thi chapter descriptively analy e the data gathered from the que tionnaires. rhe tudy 

highlights the a se ment of strategi R as applied by banks including the initiative 

and impact of C R within the commercial anking ect r in Kenya. The study al 

e tabli hes some of the hallenges faced by banks in implementing C R initiati e within 

the commercial banking ector in Kenya. 

4.2 R esponse rate 

There are 41 commercial banks in Kenya and 42% were ampled for the re earch tudy. 

The banks sampled have been in operation in Kenya ~ r a period of 3 to 86 y ar . The 

service offered by the banks include commercial retail banking and corp rate banking. 

The response rate of commercial bank involving managers occupying top managerial 

positions in the respective commercial bank is as hown in table 2 below. A total of 41 

commercial banks were included in the study population wi th a sample size f eighteen 

bank . 14 re ponded which repre ent 77% re p n e a h wn in the table elow. The 

re ponse rate of 77% was high and was considered adequate for the purpose f the tudy. 

T able 2: Percentage distribution of selected respondents 

Category as per Market Selected Response Percentage 

share peer group 

Large 7 6 33% 

Small 6 4 22% 

Medium 5 4 22% 

T OTAL 18 14 77% 

4.3 I n titution ' s CSR initiative procedures 

f all the banks tudied, 30% of the re pon e conceded that they were involved in 

community upp rts initiative . 22% reported that they were mainly inv lved in 

community training program , 21% in disa t r management while only II% had initiated 

c mmunity mi ro financing program . 
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Table 3: Main C R Program 

CSR program Frequency Perceotag 

Envir nmental Support 0 0% 

Community Training Program 3 21% 

General Medicine and Health 3 21% 

Community Sport initiative 
- -
5 36% 

Disaster Management l 7% 

Community Micro Finance 2 14% 

Others 0 0% 

Total 14 100% 

The tudy established that main determining factor that m l commercial bank use in 

choo ing the C R program to be involved in was community needs and fund 

availability. Up to 29% of there p n es agreed that community need was a determining 

factor while another 29% ch o e fund availability a a contributing factor. 21% agreed 

that organizational core values and g als were crucial while hareholder s uppliers and 

customer and taff reque thad 7% of the respondent c n ider imperative. These result 

are reflected in table 4 below. 

Table 4: Determining factor io choosing CSR programmes 

Factor Frequency Percentages 

Organization core value and g al 3 2 1% 

Community needs 4 29% 

Funds availability 4 29% 

Shareholder request l 7% 

Supplier and customers r que t I 7% 

Staff reque t I 7% 

Other 0 0% 

Total 14 100% 
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When ked to detennine the m in play r r lrategi deci i n maker within tht: 

organization when electing the R program to be in % f re p ndent 

agreed that the main player in luded the bank" managem nl. 

Table 4: Main players or trategic deci ion makers in electing R programm 
-- -

Factor Frequency Perceotag 

Management 5 38% 

Employees 2 16% 
·- -

Customers I 7% 

Shareholder 2 17% 

Community 3 21% 

Sup pi iers and subcontractors I 0% 

Others 0 0% 

Total 14 100% 

Majorit o c mrnercial banks don t ha e a peciftcally assigned department r p sition 

with the sole responsibility of organizing and managing R program a evi ence in up 

to 64% of the respondents who aid no . he re pondents wh aid ye were 6%. F'r m 

the result it can be interpreted that R program within the banking ector are een a 

adhoc activities that are initiated on a need basi . 

Table 5: Specific assigned role for CSR programmes 

Frequency Percentages 

YES 5 36% 

NO 9 64% 

Total 14% 100% 
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4.4 Impact of C R initiatives 

The finding f the tudy indicat d that the main g I f c mmercial bank in Ken a 

when choo ing R programs i in rea the bank' annual turn cr. 41% of 

respondents agreed with the bjective of increa ing the annual turn ver An th r 27% 

stated that impr ement of bank's image was the main priorit)' hile 17% hared in the 

iew that giv ing back to the community wa the main m ti ati n f running R 

program . nly I 5% agreed with the fact that taff morale wa a rucial impact of R 

program . 

Table 6: Maio goal of CSR programmes 

Factor Frequency Percentage 

Increasing bank annual tum over 6 41% 

Improve staff morale 2 15% 

Improve the bank's image 4 27% 

Giving back to the communi ty 2 17% 

Others 0 0% 

Total 14 100% 

From the respondents interviewed 42% tated that the bjective of the R pr gram 

within their organ isation had been achieved while the other 58% agreed that the had n t 

achieved their main goal. 

Table 7: Achievement of CSR goals 

Frequency Percentages 

YES 6 42% 

NO 8 58% 

Total 14 100% 

The bank repre entatives who resp nded to the research noted that the u e different 

method to mea ure whether the C R goal or obje ti e ha e been achiev d and the 

re ulted are tabulated in table 7. 
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Table 8: Mea ure of tbe achievement of R goa . 

Factor I Frequency 
-- ~-

P rceotag 

Increase in banks turn o er 4 30% 

Improvement in taff morale 2 14% 

Po itive media coverage T 21% 

Annual increase in client base 3 21% 

Feed back from customer 0 0% 

Number of CSR programs initiated 2 14% 

Total 14 100% 

Different banks u e differ nt to I to report back to takeholder there ult f initiated 

C R programs. he respondent therefore gave varied re ult on the to I u ed a 

represented in table 9 below. 

Table 9: Tools for reporting on CSR results to takebolders 

Factor Frequency Percentages 

Banks annual reports 5 36% 

Press release and documentarie 3 21% 

Organisation website 4 29% 

Brochures I 7% 

Others J 7% 

Total 14 100% 

4.5 CbaiJenges of initiating CSR programs 

Re pondents were a ked to tate th main challenge facing their organi ation 1n 

implementing R program . 40% tated that the main challenge wa budget c n traint 

hi le 28% indicated that organizational internal con traint was I imiting. 13% hared in 

the iew that lack was technical knov how a chall nge was, I 0% tated e ternal 

con traints while 9% indi ated varied other rea ns. Thi i r pre ented in table 9 a 

r llow ; 
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TablelO: Challenges of initiating R programm . 

Factor Frequency Percentag 

Lack of technical know how 2 13% 

Budget limitation 6 40% 

Organisational internal c n traint 4 27% 

External constraint I 10% 

Others I 10% 

Total 14 100% 

The study revealed that the main future plan for maj rity f the bank repre entative i 

to increase community involvement in planning f the bank' R programs. 54% ofthe 

respondents shared thi view. 32% tated that the future plans were to incr ase budgel 

levels while 14% agreed that employee's invo lvement w crucial. These result are 

indicated in table I I below. 

Table 11: Futu re plans in CSR planning 

Factor Frequency Percentages 

lncrease budget levels 4 32% 

Community involvement 7 54% 

Employees involvement 3 14% 

Others 0 0% 

Total 14 100% 
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CHAPTER FIVE: 

5.1 Introduction 

This chapter highlight th finding f the tudy a \ ell a conclu i n and 

recommendati n thereof. The re ear h main obje tive was t d termine the strategi 

R initiative adopted y commercial banks in Kenya. urlher mor the re earch 

p cific objective as to determine the R initiative pro edure as applied by bank , the 

impact as well the challenges f ad pting C R pr gram within the c mmercial 

banking sector. 

5.2 Summary 

From the research findings as presented in chapter four ( 4) and ba ed on the research 

objective the results of the tudy have been a essed by comparing them with Lanto 

(200 l) classification of R. The study n to identify how commercial bank in Kenya 

have attempted to le erage their unique capabilitie in supp rt of their philanthropic 

programs. he tudy was able to identify one commercial bank ha attempted to realise a 

more strategic R intervention. he tudy however also identified that majority of 

bank adhere to a voluntary type conception of R. 

5.3 Discussions 

The study indicated that 36% of the resp ndent adher d t a v lumary acti n or 

philanthropic type conception of C R. he under tanding of R within the commercial 

banking context thu eems anch red in the context f voluntary action, with the 

economic, legal and ethical dimen ion a umed as taken for granted. Indeed when asked 

about the type of C R performed 36% c n istently referred to philanthropic type of 

programs characteri ed by initiated port pr gram , with no mention of ethical 

considerations legal compliance or ec nomi interven ti on . R ithin the commercial 

banking context therefore largel under t od to comprise the ph ilanthropic 

contributi n that bu ine firm make over and ab ve their mandatory mainstream 

contribution and activities. 

rhe di tinction between altrui tic and trategi R n the other hand, was indirectly 

gauged by examining the nature of cial programs that were elected for inve tment and 

27 



v hether they relate to and leverage the bank unique capaciti whi h include 

communi ty micro financing. In thi re pect, 1he pe ial intervention .. a fi cu cd 

more on community training program general medi ine and health and c mmunity 

sports initiatives rather than the strategic con ideration f micro financing. It is " orth 

noting that the banking y tern acts as a medium through whi h nati nal a ing are 

mobilized for development. The banks do thi by providing afe cu tody for depositor 

money and disbursement of loans for developm nt and therefore micro financing woul 

be considered a unique attribute that can upport in the pr motion of a conv rgcnce of 

interest between commercial banks and society. 

lt is interesting to note that only 36% of respondents had a dedicated R official/office. 

Most banks managed responsibility issue through adhoc committee compri ing of 

marketing, public relations and management repre entati es. In orne in tances, the 

marketing department assumed the sole respon ibility for ocial issues management in 

accordance to guidance et by top management. The management of R thu continue 

to be considered in the commercial banking c ntext a public corporate affair function, 

with public relations department as uming respon ibility for devising and monit ring the 

company' resp n es to social i sue . 

rt is also worth noting that despite exten ive de cription of monetary contribution and 

arious community philanthropic programs, 29% of banks reported on their c mmunity 

investments and determined their R program based on annual fund vailability, 

describing committed input (example; money equipment) rather than out me . nly 

21% of banks sy tematicaJiy measured the impact of th ir ocial inve tment 111 terms of 

organizational a lues and goals. 38% of banks had no [i rmally institutional i ed ocial 

program given that C R budgetary allocation continue to be determined on yearly 

basis in relation to expected profits and at th discretion of manager . 

While the added value of the varied c nlribulion i not t be undermined, u h types of 

philanthropic v luntarism will never, in view of bu ine s citizenship adher nl , lead to 

the u tained commitment necessary to tackle erious i ue and problem . (Godfrey 
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2005 . he lack of in tituti nalization al call into que ti n the u tainabilit 

R intervention . Reque t for ustained in e tment ine it bl call r tr ng argument 

as to the expected impact on the bottom line. Hence ntinuity f su h R 

interventions risks being undermined in view of th ir hort-lerm rient tion and 

di tancing from busine goal . 

One bank however, tands out for their in istence on the alignment of R pr gram and 

interventions with core business goa ls and trategies. I hi bank attempted to leverag it 

unique capabilities in upport of their philanthropic program thu r~::maining fl u ed, 

and promoting a convergence of intere ts between bu ine and societal g al . For a 

better understanding of the dynamic of strategic R, the R approach of thi bank 

wi II be presented here. 

5.4 Strategic CSR at Kenya Commercial Bank 

The hi tory of Kenya om mercia I Bank (KCB) date back to 1896 when it predece or, 

the ationa l Bank of India opened an outlet in Momba a before expanding it perations 

to air bi in 1904. The next major change in the Bank' hi t ry came in 195 rindlay 

Bank merged with the National Bank of India to fonn the ational and Grind lay Bank. 

Upon Lndependence, the government of Kenya acquired 6 % hareholding in an effort to 

bring banking closer to the majority of Kenyans. In 1970 the g vernment acquired 10 % 

of the shares to take full control of the largest commer ial bank in Kenya. National and 

Grind lays Bank was renamed Kenya Commercial Bank . In pursuit fits vi i n to b the 

best banks in the region K B has from 1997 extended its operation t anzania, 

Uganda and udan. The government over the years has reduced its shareholding to 23.1% 

through rights is ue exercise which raised additi nal capital for the bank to up to Kenya 

shillings 8 billi n. 

K B recognises that R i a bu iness imperative and ha incorporated it a part of the 

bank ' overall corporate trategy. K B has been working in a systematic way on 

leveragi ng it unique capabilitie /competence in upp rt of more trategi R 

interventions. In thi re pect K B has evo l ed clear guideline form ney all ation and 

a ele £i e review proc . The bank ha a vibrant R program that has be n in place 
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for 7 year . he bank laun hed the K B foundati n t manage it cio-ec n mic and 

community activirie acr s East frica. Thi ha I o been followed y annual 

u tainability report fr m bu ines on the bank' R a ti ities and the impa t o the 

busine operati ns on vari u takeholders. While the e e. ample arc by n mean 

exhausti e nd are intended to only pr ide na our f the R program o K B. the 

clearly confirm it strategic R orientati n. 

5.5 Conclusion 

trategic philanthropy is an increasing popular term in the R literature. s re ealed 

through the study presented, strategic philanthropy is not a myth. or is it very difficult 

to enact in practise. At its core strategic R involve a con ci u attempt at establishing 

a connection between the company business and its ocial contributi n . When 

y tematically pur ued trategic R allows companie to maximise added value, 

provides direction and justification for investment of re ources, and can unl ck a vastly 

more powerful way to make the world a better place (Porter and Kramer 2003). 

common misconception i that trategic philanthropy i elf serving and in incere 

(Jones 2007). Thi is the main reason why many commercial banks shun publicity and 

favour C R initiatives that are di tanced from their core busine ·activities. H wever, in 

o doing commercial banks may be mi sing tremendou opportunities to create greater 

value for society and them elves (P rter and Kramer 2 3). Through trategic R, 

corporations cultivate a broad view of their own self inter t while in tinctively searching 

for ways to align self interest with the larger good and reconciling their companie · profit 

making strategies with the welfare of ociety. ( mith 2003 . 

This effort of reconciling se lf intere t with the larger common good offer parti ular 

prom ise in the context of developing ountry. In view of the carcity of resources and I s 

that favourable contextual condition . This makes it even more imperati e for 

commercia l banks to explore ways t tie their giving preciou business fund more 

clo ely to corporate trategic plans nd objective . lndeed, in view of il tangential 

relevance to rganizational goal and trategies, altrui tic R can ea ily deteriorate inl 
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a nice-to-have luxur that create a eel-g od factor [! r manager , but an be dispen ed 

ith when the time get tough. 

Argumen agai n t trategic R can ea ily be refuted by a imple in ight, namely that 

all comributi n are di guised pr fit-m tivated expenditure (I leming a nd Ma lagan 

2004 . It could indeed be argued that the m tivation r engaging in R is alway 

driven by some kind of self interest Moon 200 I) regardle of whether th e ctivity i 

strategically driven for commer ial purpo e alone. or whether it i al partly dri en by 

what appears as an altruistic concern. Rollin n (2002 observe , " it i alway difficult 

to tell whether behaving ethically towards external stakeholder i prompted y altrui m 

or self-preservation '. 

Ba ed on the imple realization that promoting societal welfare d e not preclude the 

s stematic pur uit of the strategic in teret of the firm, strat gic R implies the 

integration of philanthropy into c rp rate trategic management proce . [n practice thi 

translate into a systematic effort at profe sional izing the contribution function tying 

c ntri bution to trategi goal evolving a et of guideline for money allocati n a well 

as criteria for quantifying the impacts of so ial investment (Mesc n and Tilson 1987). 

The underlying appeal of thi new style philanthropy lies in its reconciliati n f s ietal 

intere ts and bottom line performance, a con ideration that developing country 

commercial banks can certainly not afford to overlook. 

5.6 Recommendations 

Embarking on a trategic R program i a major commitment one that may r quire 

change in the way respon ibility management ha traditionally been appr ached. lL 

hou ld not be taken lightly nor be ncei ed as something apart fr m th business. 

Rather, it implies a new way of doing bu ine s, c up led with the judiciou deployment of 

existing kn wle ge and pr ce es t ac mmodat new exp ctati n f the bu ine s 

ect r. While fundamental re- rientation t re ponsibiliry management rna be caiJed for, 

the benefits of u h trategi r p iti ning are lik ly to utweigh the c llowing in 

tum th nurturing and pre ervati n of phi lanthropy- the oldest form of orp rate s ial 

beha i ur. 



Based on the findings of this study, commercial banks need to re rgam their R 

objective to all w ustainable programs line ith their core c mpeten e. u h program 

may include community micro financing whi h w uld allow the bank to breed mi ro

entrepreneurship uch as supp rt for the poor which in turn w uld create m re 

livelihood and rai e the di p sable income to target c mmunity. mph is h uld al 

be made to long term rather than adh c effort at restoring o erall c mmunit life when 

the occurrence of disasters uch as 2008 po 1 election violence that wa witn ed in 

Kenya. 

Lastly it is important that commercial banks embarking on C R pr gram 

consider establ i hment of C R foundation . The study has revealed that combined within 

a C R foundation and/or department is the best way to coordinate and integrate R int 

a sustainable corporate initiative. 

5. 7 Limitations of the study 

This ection di cu e both the general and methodological limitation of the tudy and 

suggestions for further research. The study was descriptive by objective targeting 18 

commercial bank in Kenya. The results were based on 14 commercial bank that 

responded. A major limitation wa that some re pondents never participated in the udy 

citing lack of time especially as priority was given more to work. Additionally the views 

of only one pers n per commercial bank were recorded, which may n t reflect the 

genuine views of the whole bank. he content of the study would therefl re have been 

better if these banks and different key representatives had been inclu ed and/ r 

participated. The tudy wa time c nstraint and thus exhaustive anaJy i c u ld n t be 

guaranteed. ot with tanding the above limitati ns, reliable c nclusion with regard to 

strategic C R a applied within the commercial banking sector was reached . 

5.8 Suggestion for further research 

Within the banking ect r, a imilar tudy hould al o be carried out fl cu ing n t nly 1 

the middle and top management but al o ther key players within the ommerciaJ 

banking ector uch a the employee hareholder and o on. imilar study hould 
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al be undertaken f< cu ing n a different ector which would allov for compari n in 

tenn of hnw differ nt ·e tor ha e attempted reconciling harcholder and oc ietal value. 

uch mparison would p tenually be intere ling allowing for compari on of the extent 

to which the R pract•·c of different commercial sectors differ from one another a well 

a whether there arc any key cct r takeh ldcr who influence the phil ophy and , R 

appr che of other busine ector . ompari ons allow the e lines would potentially 

enrich the tudy and practi e of ·R. 
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ni 

ear ir/M d m. 

RE: ARCH PROJECT 0 AIRE 

The under igned i a tudent at fhe 01 er ity f airobi pur ing an MBA degre in 
tr tegic anagement part of the c ur e work as e ment he is required t ubmit a 

re earch pr ~eeL 

undertaking a management re earch on trategic rp rate ocial 
Re p n ibili ty with focu n the c mmercial banking . ector in Kenya. Your In titution 
has b en elected to form p rt of thi study hi i t kindly request you to a i t in data 
collection b taking me time to fill in the anached que tionnaire. 

II information that you di clo e will be u ed only for this academic exerci and will be 
treated in the tri te t ofc nfidence. Yourcooperati n will highly be appreciated . 

Your faithfully 

Nancy A. Ajima 
MB tudent 
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11: 

Introduction 
Thi que ti nnaire i de tgneJ to g lher in~ rmation a part f r ear h th t ceks to 
tudy rp rate tal respon ibilit with an in-depth tudy of mmercial 

bank 

Part : ~nerallnformatioo 

1. Pie e tndicate in the ·pace pro ided the name of the bank ( ptional) 

2. v man)' year h th bank been in operation in Kenya (Please Nck wher 

appropriate 
) -5 year ( ) 

b) 6- I I year ( ) 
c) 12-2 years () 
d) 21 year and ab e () 

3. Pleas indicate in the pace pr ided your current po iti n and/or de ignati n \ ithin 
lhe bank ................................................................ . ............ .. ....... . 

4. Plea e indicate from lhe allematives below the current wnership tatu of the Bank 
(Plea e tick where appr priate) 

a) Public Finan ialln titution () 
b) Pri ate FinanciaJ In titution (L ca lly wn d) () 
c) Private Finan ial ln Litution (Foreign wned) () 

d) ther( p cify) () 
5. H w many employee are currently employed on ful l term basis by th bank? (Please 

tick where appropriate} 
a) Below 200 () 
b) Between 20 1-400 () 
c) etween 40 I -600 ( ) 
d) 60 I and b ve ( ) 

6 Within the banking sector, how would you classify the bank' market hare? (Plea e 
I ick where appropriate) 

a) mall () 
b) arge () 
c Medium () 

Part B: Institution' C R initiative Procedures 
7. Which among th li t below be t represent th main rporate ocial re p 

programs your organizati n is involved in? (Plea e Tick where appropriate) 
a) nvi ronmental upp rt () 
b) ommunity raining Programme () 
c) General Medi ine and Health () 
d) Community por1 Initiative () 
e) Di aster Management () 
f) Community Mi ro Finance () 

37 



ther (Please \·pecify 

ppr imatd in year·, hm I ng has your organwHi n been in I ed in c rp rate 
ial re pon ibility? (Please tick where appropnate) 

a) -2 () 
b) ~ () 
c) () 

d) I I year anc.l a ve ( ) 
ppr imatel in Kenya hilltng , how much a the budget pent in the last 

financial year ithtn your rganizati n in implem nting c rp rate cial 
re p n i ility pr gram ? (Plea e tick where appropriate) 

a) Bel I millt n () 
b 1-5 milli n () 

6-IOmilli n () 
d) b ve II million ( ) 

I 0. Whtch am ng the li t below be t rcpre ent the main determining factor used by your 
rganiatti n when ch o ing the corporate ocial re p n ibility program to be 

tn olvcd in? (Plea ·e lick where appropriate) 
a rganization ore value and goal () 
b) ommunity need () 
c) Fund availability () 
d) hareh Jder reque 1 ( ) 

e) upplier and cu t mer request () 
t) tatf reque t () 

ther . (Plea e pecify) 

II . Wh am ng the li t below are the main players or strategi deci i n maker within 
y ur rganization, when electing the corp rate ocial re p n ibility program to be 

lved in? (Plea e tick where appropriale) 
a) Management () 
b) mployee () 
c) ustomer () 
d) hareholder () 
e) ommunity () 
t) upplier and ub-contractor () 

ther . (Please specify) 

12. I there any pecific organizati nal po ilion r d panm nt that i a igned the ole 

responsibility f rganizing and management of corp rate ocial re p n ibility 
program ? 

a) Ye () 
b) 0 () 
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J o to 1ue ·tion 12 plea e give brif!j detail of ho}1 exact/ ' the R pro rams are 

organ1 ed ... . . 00 O oOOo .. ... .. o . o o o o o o o •• o•·· · .. .... o .. 00 .... 0 0 .. 0 

Part lmpact of R initiativ 

13 l-r m the pti n pr vkl d belo" . \ hi h ne est de ribe the mgin g at of y ur 
rgamz.att n, ' hen ch sing a corp rate ocial re p n ibility pr gr m? (Plea e tu.:k 

where appropriate) 
) In re ing of ank annual tum O\er () 

b lmpr ve ta morale () 
) lmpr e the bank 1mage () 

d) iving back to the ommunity () 

ther 0 (Plea e 'pecify 

/ .J H e the g al indicated in ~lion 13 ab ve been achi ved? (Plea ·e t ick where 

approprwte) 
a) Ye () 
b) 0 () 

(If YE go to Q I -and if go to Q 16} 

15. Which among the li t provided for below be 1 de cribe how the goals or 
objective measured? (PI ase tick where appropriate) 

a In rea e in the banks' tum over () 
b) Improvement f taff m r le () 
c) lncre ed po itive media coverage () 
d Annual increa e in cli ent base () 
e) Feed back fr m cu tomer () 
f) umber of R program initiate () 

thers. (Plea e pecify) 

16. Are the Bank re ul of the R programs reported back th insti tution 
takeholders? (Please lick where appropriate) 

a) Yes () 
b No () 

(If YE go to Q /7 and if 0 go ro Q I V 

17. Which among the lit b low i the main to I used by the bank t rep rt ba k to 
takeholder ' the result f Lh an ' initiated R program ? (Please tick where 

appropriate) 
a) Bank annual report () 
b) Pres release/ D cumentarie () 
c) rganization web ite () 
d) Br hure () 

ther . (Plea e pecify 
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Part : halleng of initiating R program 
I Which am ng the li t pr vided bel w i the main identifiable on Lraint r initiating 

R pr gram wnhin the rganizati n (Plea lick~ here appropriale) 
) a k of te hnical knov .. how () 

b udget ltmttation () 
rganttatt n I int mal n traml () 

E temal con tramt () 
ther . (Plea ·e pec:ify) 

.... ············· .......... ....... .... ............... .. .... .... .. .... .. ... ........................ . 

I . 11 

20 Which am ng the li 1 provided for below i the main reason for your rg n izati n ' 
in lvement in corp rate ocial re pon ibili ty? (Please lick where appropriate} 

a) Provide return on in e tment to hareholders () 
b) () 

~ () 
d) () 
e) a ilitate improvement in • rp rate image () 

thers. (Plea e pecify) 

21. Fr m the I i t pr vided below plea e rank the options on scale of 1-5, the main 
importance f your rganizati n in pr viding fo r R pr gram . (With !.. being of 
leas/ import ani and J. being of the mo t importanl) 

a) cial requ irement () 
b) con mic requirement () 
c) Legal requi rement () 
d) I mpro ement of corporate image () 
e) mpeuuve trategy () 

thers. (Plea e ~ecify) 

22. Which among the li t bel w best de cribe your future plans in term 
involvement in R initia ti ves? (Plea e lick where appropriate) 

a) r ncrea e budget level 
b lncrea e the communi ty involvement in planning of the bank 

programs 
c) In re e the employee inv I ement in plan ning of the bank 

program 
thers. (Plea e specify) 

-End-
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p Ill: 0 MER IALB 

-
COMMF.RCIAl BANKS TOTAl MARKET SHARE(%} 

ASSETS 

~ 
Large --
Barclays Bank of Ken Ill 021 16.12 

' 87_326 
----

2 Kenya Commercial Bank ltd 11.93 . - -
, 3 Standard -~hartercd Bank Ltd 81 135 11.08 
( 4 Cooperati e Bank of Ken~a ~ 57,683 7.88 -

rsJ6 I 5 _C itibank ~. _37,794 -- - - - -
6 ~ mmercial Bank of fri Ltd 37,507 5.137.2 -- --
7 National Bank f Ken a Ltd 36,123 4.93 
8 National lndu trial r~dit Bank Ltd 26,108 3.57 
~ Stanbic Bank of Kenya 25,823 3.53 -

10 C FC Bank Ltd 25 392 3.47 
IT Investment and 1:!_ rtgagcs Bank Ltd 22 348 3.05 
12 Diamond Tru t Bank of Kenla 21.!.564 2.95 
13 Equity Bank Ltd 20.02 2.74 

Medium - 1-1.6 1 14 Bank of Dar da 11,773 

m Prime Bank Ltd 10,452 1.43 -- f-9,406 
--

16 Imperial Bank Ltd 1.28 
17 EABS Bank Ltd 8,910 1.22 -
18 Bank oflndia 8,702 1.19 
19 Fina Bank Ltd 6 502 0.89 
20 Bank of Africa Ltd 6 488 0.89 
21 African Banking Co ration Ltd 5__!_357 0.73 
22 Habib AG Zurich 5,323 0.73 
23 Habib Bank Ltd 2,963 0.40 
24 K-REP Bank Ltd 5,220 0.71 
25 Giro Commercial Bank Ltd 5,098 0.70 

Small --
26 Guardian Bank Ltd 4,917 0.67 
27 Southern Cl"~dit Banking Corp. Ltd 4,580 0.63 --
28 Victoria Commercial Bank Ltd 4,284 0.59 
29 Chase Bank Ltd 4,123 0.56 
30 Equatorial _C:ommercial Bank Ltd 3,962 0.54 
31 Consolidated Bank of Kenya Ltd 3,437 0.47 -
32 Middle East Bank of Kenya Ltd 3 401 0.46 -
33 Development Bank of Kenya Ltd 3,297 0.45 
34 Credit Bank Ltd 12,610 0.36 
35 Transnational Bank Ltd 2,566 0.35 
36 Fidelity Commercial Bank Ltd 2,316 0.32 

37 Paramount Universal Bank Ltd 2,197 0.30 -
38 Oriental Commercial Bank Ltd 1,449 0.20 
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39 Oubai Bank Ltd 1,248 0.17 

40 City Finance Bank Ltd 527 0.07 

41 Charterhouse Bank Ltd 4,028 0.55 

Source Central Bank annual report (2006) 
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