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ABSTRACT

Taking action on sustainability is key if the ideals of the South African national
development plan, the African Union’s Agenda 2063 and the global sustainable
development goals are to be achieved. However, evidence suggests that despite global
buy-in from the private and public sector, limited progress has been made to date. The
literature revealed that little has been done to understand why organisations adopt a

weak position on sustainability and maintain low levels of action.

The financial services sector has been identified as a critical enabler of sustainability
action. The research set out to develop insightand understanding into the antecedents,
barriers and enablers of sustainability action within the South African banking sector.
The aim was to develop a conceptual model of the key constructs that may accelerate
sustainability action in the sector, as well as the barriers that may impede action.

A qualitative research methodology was used to gather data through in-depth interviews
with 13 participants knowledgeable about sustainability action in the South African
banking sector. Participants included banking sector professionals as well as experts
working in the field of business strategy and sustainability consulting in the sector.

The study identified five constructs that explain how sustainability action is affected in
the banking sector and where the potential barriers and enablers of accelerated action
may be located. The constructs are: management orientation; organisation
characteristics; sustainability embedment; influential stakeholders; and sustainability

action.

The key outcome of the research is a conceptual model for sustainability action in the
banking sector. Thismodelincorporates bothexpected constructs foundinthe literature,
as well as potentially new constructs that contribute to the strategy and management

literature.
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CHAPTER 1 PROBLEM DEFINITION AND PURPOSE

1.1 BACKGROUND TO THE PROBLEM

“We have to build a better world, a better society and betterinstruments to ensure that a
girl born in Abidjan and a boy born in Austin have the exact same chance of success,
the same opportunitiesto fulfil their potential. And we cannot acceptthat it is a far-off
dream, a possibility of some distant time and place. It is this moment and the people we
are now that must propel us there” (Patel, 2020).

The year 2020 was heralded as the start of the decade for action on sustainability, five
years since the introduction of the United Nations Sustainable Development Goals for
2030 (SDG) and significant global engagement with the principles of building a more
equitable, just and sustainable future for all (United Nations [UN], 2020). While some
global progress has been noted towards achieving the SDGs, the rate of change is slow
and the global COVID-19 pandemic has redirected resources to the immediate
challenges in protecting lives while further exacerbating inequality in vulnerable
communities (Lee, 2019; UN, 2020).

Underpinning this slow pace of action on sustainability is the disconnect between what
business knows is needed versus the action they are taking to achieve this. International
research indicates that while 99% of global chief executive officers (CEOs) believe
sustainability is key to their future business success, only 48% of them are actively
implementing sustainability in their businesses. They point largely to macro factors and
systemic challenges as impacting their ability to embed sustainability. They also expect
the change to be driven at a sector level, rather than individual businesses taking the
lead (Thomas, Cruse, Long, Trescott, Gupta & Raghunath, 2019).

The South African context is no different. South Africa’s national development plan was
established in 2012 and although it predates many of the newer frameworks, it shows
strong alignmentwith the UN SDGs and the African Union’s Agenda 2063 —thus creating
a plan that recognises global, regional and local need for sustainable development
(Global Compact Network South Africa (GCNSA), 2019a). The 2019 assessment of
progress indicated substantive progress, but also substantive gapsin meeting the 2030
development goals for South Africa. A strong call for greater action on sustainability was
made (GCNSA, 2019b). As part of this assessment, the role of the financial services
sector as a critical enabler of success was identified. However, many questions remain

as to exactly what the sector is expected to do — especially in relation to deriving value



fromthe 2030 agenda; clear target setting; measures of success; and alignment across
sectors and stakeholders (GCNSA, 2019a).

This mirrorsthe globaltrends towards high awareness and buy-in, but slow adoption and
action due to the need for sector-level alignment and leadership on action.

Maimbo and Zadek (2017) highlight the importance of shifting the financial sector’s
sustainability paradigm from a secondary and often niche activity set, to making
sustainability a core focus of business strategy. Multiple factors contribute to the
peripheral treatment of sustainability-related activities in the financial services sector (UN
Inter-agency Task Force, 2019). Four common factors that act as barriers to deepening
sustainability within the corporate agenda include: lack of a common standard for
sustainability reporting; voluntary nature of sustainability reporting; difficulty in providing
a monetary value for sustainability-led activities; and rating methodologies that are
irreconcilable with each other (UN Inter-agency Task Force, 2019).

For South Africa to meet its 2030 sustainable development objectives, in line with the
global SDGs and African agenda, substantive shifts in action are needed. The systemic
role of the financial services sector as an enabler of sustainable developmentis clear,
yetthe sectorislethargicinitsresponse to the callto action. Thus, further workis needed
in identifying the levers that will shift the financial sector to greater levels of action on
sustainability.

1.2 THE RESEARCH PROBLEM

Theresearch problemconsiders the complexnature of the sustainability agenda and the
drives of action and inaction, towards achieving a more sustainable future. Despite the
global focus on sustainability and broad-based agreement that it is a critical aspect of
business for the future, there is little evidence to suggest that this buy-in has led to
substantive changes in action. Scientific evidence shows that environmental degradation
continues to grow, while social inequality and poverty persist (Hahn, Figge, Aragon-
Correa, & Sharma, 2017; Slawinski, Pinkse, Busch, & Banerjee, 2017; Dyllick & Muff,
2016). The business problem intersects with strategic managementand business ethics
literature in seeking to understand how to move organisations towards a stronger

position on sustainability and sustainability action.

One of the foundational issues in understanding sustainability action, is the lack of
consistent definitions thatdrive particular action agendas. Business ethics and strategic

management literature provide multiple terms and definitions linked to sustainability —



two of the more prominent concepts being corporate social responsibility (CSR) and
corporate sustainability (CS). Each concept brings with it a particular orientation on
action that can impact progress on sustainable development goals.

CSR definitions from the selected literature converge on the idea that it is based on a
weak position on sustainability which often leads to action that is intended to protect the
image of financial well-being of a firm (Schalteger & Burritt, 2018; Porter & Kramer, 2019,;
Jamali & Karam, 2018). On the other hand, CS adopts a multifaceted approach that
seeks to find balance and mutual benefit where business, social, environmental and
economic needs meet (Hahn, Pinkse, Preuss, & Figge, 2015; Engert, Rauter &
Baumgartner, 2016; Dyllick & Muff, 2016; Hahn et al., 2017).

The varying action orientations and sustainability outcomes have been explained by
authors in the context of a continuum or spectrum of action. Firms can be located on the
spectrum based on their sustainability orientation and the associated actions that flow
from this orientation. Such spectrums span from a weak sustainability approach, with
limited or forced action (typically through compliance or regulation) to a strong position
on sustainability, where action seeks to create harmony between economic, social,
environmental and business needs (Van Marrewijk & Werre, 2003; Evans, Vladimirova,
Holgado, Van Fossen, Yang, Silva & Barlow, 2017; Landrum & Ohsowski, 2018).

While much of the extant literature focuses on the strong position of sustainability, there
has been little work done in understanding the weak sustainability position and
associated limited action or inaction (Hahn et al., 2017). The literature indicates a need
for research that considers a weak sustainability starting point and identifies the
opportunities to shift this to a stronger position of sustainability and sustainability action
(Hahn et al., 2017; Slawinski et al., 2017). Furthermore, Slawinski et al. (2017) posit that
organisations become trapped in a cycle of inaction (or weak sustainability action). They
provide direction for further explorative research into the dynamics of inaction (or weak
action) and suggest that there is a need to understand howto move organisations into a

position of strong sustainability action.

1.3 THE RESEARCH QUESTIONS

Slawinski et al. (2017) acknowledge that many dimensions may have an influence on
the level of sustainability action and suggest that exploring them may help expand the
understanding of the action — inaction spectrum. Furthermore, they state: “future
research could seek to identify ways to escape the vicious circle [of inaction]” (p. 273).



Combining these two points, the overarching research question of this study was defined
as: What is needed to shift the South African banking sector to a stronger position of
sustainability and action?

Four sub-questions were defined:

1. What are the antecedents to the sustainability position and level of action in the

sector?

2. What are the barriers to adopting a more active approach to sustainability action?

3. What are potential enablers to shifting the sector paradigm and adopting an active
approach?

4. What opportunities would a stronger position on sustainability action present for the
sector?

1.4 THE RESEARCH AIMS

The research aimed to garner insight and understanding into the antecedents for
sustainability action in the SA banking sector — as well as the barriers, enablers and
opportunities of shifting towards a stronger position of sustainability and enhanced
action. From this insight and understanding, the research developed a conceptual
framework for shifting the banking sector to a stronger position of sustainability and
action. The research may also be of benefit to role players who are responsible for, or
contribute to, the sustainability agenda of the banking sector.

1.5 THE RESEARCH CONTRIBUTION

The research makes a small contribution to the extant literature on corporate
sustainability action by proposing an extension to the strategy management literature
focus on the organisation, to consider broader sector-based factors that may have a

direct impact on how organisations take action on sustainability.

Furthermore, the research builds on the existing management literature by proposing
possible nuances to key constructs that may impact sustainability action in the South
African banking sector. This may contribute towards developing specific initiatives in this
sector that could foster greater sustainability action.

1.6 ROADMAP OF THE RESEARCH

The research is structured into seven chapters. Chapter 1 sets the context for the

research by providing an overview of the business need for the research as well as a



high-level summary of the research problem and associated research questions.
Chapter 2, which is divided into five sections, provides a review of the extant literature
from the strategic managementand business ethics field on sustainability action. It starts
with an overview of the most common concepts linked to sustainability action used in the
literature and identifies those that are most relevant for use in this research. This is
followed by a review of the factors that impact sustainability action and drive corporate
resistance to change. Lastly, it considers the literature on sustainability and sustainability
in the banking sector specifically and concludes with a conceptual framework drawn from
the various authors and academic theories.

Chapter 3 provides a short summary of the primary research question and the sub-
questions that were defined for this research. Chapter 4 follows on with a detailed
research methodology discussion, including the rationale for the choices made. Chapter
5 provides a detailed set of research findings, followed by a discussion of the findings in
context of the literature in Chapter 6. Chapter 7 concludes the research with consolidated
findings, research contribution and limitations, implications for management and
potential areas for further research.



CHAPTER 2 LITERATURE REVIEW

2.1 INTRODUCTION

A literature reviewwas undertakento understand the dynamics of sustainability action
and factors that contribute to low (or no) action. Although the focus of the research was
on the banking sector, the review of literature was to consider the topic of sustainability
action/inaction in a sector-neutral contextfirst, and then drill down into the banking sector
as a second part of the analysis.

For the purposes of this research, sustainability in relation to its scientific definitions and
applications is excluded from the literature review. Rather, the focus of the literature
review is on sustainability within a business management and strategy context, with the
outcome of addressing the research question: What is needed to shift the South African

banking sector, to a stronger position of sustainability and action?

For the purposes of this research, the WECD (1987) definition of sustainable
development has been applied: “development that meets the needs of the present
without compromising the ability of future generationsto meet their own needs” (p41).
This definition of sustainability requires organisations to consider the holistic stakeholder
context within which they operate — not just shareholders, but also the social,
environmental and broader economic context (Wannags & Gold, 2020). This requires a
set of business choices and concerted effort in the form of action that addresses the
needs of multiple stakeholders, with a sustainable outcome in mind. While the UN
Sustainable Development Goals were meant to accelerate the pace of action towards
the 2030 ambition, there is growing evidence of the divide between intent and action
(Lee, 2019; UN, 2020; Hahn et al., 2017; Slawinski et al., 2017; Dyllick & Muff, 2016;
Landrum, 2018).

The strategy and management literature has tended to focus on the strong sustainability
position, to help build the case for sustainability through evidence of success and p ositive
business outcomes (Hahn et al., 2017; Slawinski et al., 2017). However, the reality as
stated above is that this focus on the good story of sustainability has not had the desired
effect of accelerating action. Thusthere is a growing need for research that seeks to
understand how to shift organisations from low or no action, to higher levels of
sustainability action (Hahn et al., 2017; Slawinski et al., 2017). Based on this need, this
research was situated within the strategy and management literature on sustainability —

specifically considering the factors thatimpact action or inaction on sustainability.



Figure 1 provides a roadmap for the approach taken to review the literature and the
structure of Chapter 2, which is structured into five parts. The first section provides a
comparative analysis of the various definitions relating to sustainability in the
management literature. From this, the most applicable definition is identified for the
purposes of this research. The second, third and fourth sections considered the key
constructs of management orientation, organisation characteristics. These three
constructs appear consistently within the strategy and management literature as key

influencers of sustainability action.

The fifth section looks at sustainability from a sector perspective, with a particular
exploration of sustainability action literature in the banking sector. In each of these five
sections of the literature review, the evidence from current literature is presented,

followed by a comparison of key themes and conclusions.

The final section of Chapter 2 consolidates the findings fromeach section of the literature

review into a conceptual framework of factors that may impact sustainability action.
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Figure 1: Literature review roadmap

Source: Author’s own

For the purposes of this research, sustainability in relation to its scientific contexts and
applications was excluded from the literature review. Rather, the literature review
focused on sustainability within a business management and strategy context, with the
outcome of addressing the research question: What is needed to shift the South African
banking sector, to a stronger position of sustainability and action?



2.2 DEFINITIONS AND UNDERSTANDING OF KEY TERMS

2.2.1 Sustainability concepts and definitions

The academic literature provides a wide-ranging view of sustainability-related terms and
definitions. Aninitial review of common sustainability terms used in the business strategy
and management literature identified three constructs that place emphasis on the action
associated with sustainability. These include: corporate sustainability, corporate social
responsibility and sustainable management.

Table 1 provides a selection of the definitions used by authors noted in the literature
review. The intent of this table is two-fold: to illustrate the varying articulations and
definitions of key sustainability concepts; and at the same time, provide context for the
use of these key terms in the literature review.



Table 1: Key sustainability concepts and definitions

Concept: Corporate social responsibility (CSR)

A necessary cost

Cencepl: Corporate sustainability (CS)

Authors Definitions Literature orentation
= Vaoluntary action
Schallegger & = Social and environmental
Burritt (2018) « Impacted by the ethical orientation of the firm Business ethics
+ A spectrum from externally-driven to intemaly-driven
= Focus on CSR definitions in developing markets
= Nosingle definition, but rather shared characteristics
Jamall & Karam * A complex phenomenaon Business
(2018) «  Contextual and multirmodal anagermeadnt
= Initigted in collaporation with others, both inside and outside a business
+  Part ofthe soclal and cultural constrect within which business operates
+  Programme-based
Porler & Kramer |+ A reaclion to external pressures Business
(2019) + Designed to improve firmys' reputation management

Preuss & Figge
{2015)

Captures the tensions and contradictions of various facets of sustainability in

a unified concept

Intersection of three constructs

Authors Definitions Literature orentation
= Use the terms corporate sustainability and corporate social respansibility

Van Marrewijk & interchangeably J

Werre {2003) » Social and environmental concerns are integrated in business activity Business: ethics
+  Influences interactions with stakeholders

Hahn, Pinkse, = Infegrated view of sustainability

Business ethics

Concept: Sustainability management (SM)

E:ﬂﬁnrtaRr;::er k1. Ecanomic developiment Busingss
iECI‘IE‘v:? «  Envircnmental protection management
= Social responsibility
« A shiftin company priorities that considers soclety and environment first ’
E’:,:‘g; & Muft + Uses socistal or environmental challenges as a way {o direct resources 1o ::T_::“?nm
solve chalenges, while stil making economic returns oe
Hahn, Figge, = Maore than a firm's growth and profitability Business
Aragon-Comea & | - Includes the firm's contribution to social justice and equity, economic managarment
Sharma (2017) development and environmental protection e
Ciasullo, « Sirategic choice Business
Mantera, Cucar + Drives innovation that enables social. enviranmental and economic management
& Polese (2020) sustainability goals fo be met e

Authors Definitions Literature orientation
Engert, Rauter & Business.
Baurngartner + How companies manage and integrate sustainability into the core business.

management
(2018)
Dyllick & Muff + Creating business value through sustainably managing the firm, with limited| Busziness
(2018) direct connection 1o achieving sustainable development goals management

Source: Author’s own

In considering the context for this research being at a sector level, the constructs of
corporate sustainability (CS) and corporate social investment (CSI) are more easily
translated to collective action. Both constructs refer to orientation on sustainability — such
as how choices are made; how strategy is defined; the extent to which the constructs of
social, environmental and economic sustainability are integrated; and the action that then
flows from this. Sustainability management (SM) on the other hand focuses more on the
way in which the chosen orientation is then implemented within a business management



construct. Asthe researchis focused on sector-level action, sustainability management
at an organisation level is therefore not the focus for this literature review.

2.2.2 Corporate social responsibility

CSR is most commonly associated with a retrospective response by organisations to
societal pressures, particularly linked to managing the corporate’s reputation or financial
well-being (Slawinksi et al., 2017; Jamali & Karam, 2018; Schalteger & Burritt, 2018;
Porter & Kramer, 2019). In developing markets, external pressures such as social or
culturalnorms may place additional expectations on firms to respond with CSR initiatives
(Jamali & Karam, 2018).

Increasingly the effectiveness of CSR in delivering a sustainable outcome is being
guestioned. Thereis a growing concern about the link between action and promise,
which stems from the underlying intent of CSR action (Halme, Rintamaki, Knudsen,
Lankoski & Kuisma, 2020). Thus CSR may be associated with a weak position on
sustainability, due to the reactive and often retrospective approach to action (Schalteger
& Burritt, 2018).

2.2.3 Corporate sustainability

Where CSR seeksto addressissuesin alinear manner, CS acknowledges the integrated
and complex nature of sustainability issues and seeks to address them collectively (Hahn
et al., 2015; Engert et al., 2016; and Hahn et al., 2017). CS depends on a purpose
beyond pure profitand growth, which plays out at the intersection of multiple — and often

conflicting — needs of the business, society, the environment and the economy.

CS also requires a contextual understanding of issues (Van Marrewijk & Were, 2003;
Jamali & Karam, 2018). This allows sustainability to be framed within the unique context
thatitis being applied, aligning actionto relevantinternal and external business settings.
This also explains why there might be differences in understanding or application of
sustainability across different markets, such as the differences in approach seen across
emerging versus developed markets (Jamali & Karam, 2018).

2.2.4 Conclusions: Choosingaconstructfortheresearch

Forthe purposes of thisresearch, the term“corporate sustainability” (CS) has been used.
This is based on the more complex construct captured in the CS definitions, which
considerthe interrelated and potentially conflicting nature of the dynamics that firms must
deal with as they try to balance multiple stakeholder needs. This dynamic is central to
the main research question in two ways. Firstly, it provides a rich context for the complex

10



and multifaceted antecedents of sustainability action; and secondly, points to the
inherent tensions and spectrum of positions that could be adopted on sustainability

action.

2.3 MANAGEMENT ORIENTATION

Sustainability action does not happen in isolation of the broader business context and
forms part of a complex and sometimes paradoxical set of trade-offs that managers have
to make between competing business interests (Hahn et al., 2015; Hahn et al., 2017;
Hahn, Figge, Pinkse & Preuss, 2018; Sasse-Werhahn, Bachmann & Habisch, 2020).

The academic literature presents multiple constructs that attempt to capture the tensions,
dynamics and trade-offs that result in different levels of sustainability action being taken.
Table 2 provides a summary of prominent constructs in the strategy literature relating to
management orientation as having an impact on how organisations take action on
sustainability. This includes: the business case for sustainability; how managers deal
with uncertainty; management ethics and morals; and the impact of management
diversity on sustainability action. Following on from the summary table, the constructs
will be discussed and compared, ending with conclusions as to their role and relevance

in the research.

Table 2: Management orientation that impacts sustainability action

Authors Constructs Key themes

Du, Yu, Bhattacharya & Sen (2017); Haffar & | Business case | The literature presents multiple views on

Searcy (2017); Schaltegger & Burritt (2018); | for the business case for sustainability, w ith
De los Reyes & Scholtz (2019); Schaltegger, | sustainability differing arguments and perspectives on
Horisch & Freeman (2019) the business case for sustainability.
Hahn, Preuss, Pinkse, & Figge (2014); Hahn, | Managing Managers are faced with an array of
Pinkse, Preuss & Figge (2015); Haffar & | tensions tensions and trade-offs that they must
Searcy (2017); Slawinski, Pinkse, Busch & navigate in making decisions on
Banerjee (2017); Wannags & Gold (2020) sustainability action.

Mazutis & Eckardt (2017); Hafenbradl, S., & | Ethics and | Ethics/morals impact  sustainability

Waeger (2017); Schaltegger & Burritt (2018); | morals action at an organisation and individual
Hoppmann, Naegele & Girod (2019) level.

Byron & Post (2016); Nadeem, Zaman & | Diversity Diversity of management and Board
Saleem (2017); Slawinski, Pinkse, Busch & teams can impact an organisation’s
Banerjee (2017); Zaid, Wang, Adib, Sahyouni stance on sustainability action.

& Abuhilleh (2020)

Source: Author’s own
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2.3.1 Business case for sustainability

The business case seeks to explain how managers perceive the relationship between
financial, environmental and social factors in how the organisation createsvalue. This
can range from the narrowest of business cases which seek to focus on financial
performance, with sustainability as a peripheral action that may or may not contribute to
the pursuit for economic benefit — through to a fully integrated business case with
sustainability action that forms part of how the organisation achieves its financial goals
(Schaltegger & Burritt, 2018). There is much in the extant literature that debates the
nature and validity of the integrated business case for sustainability (Schaltegger &
Burritt, 2018; Haffar & Searcy, 2017).

One of the foundations of the business case argument for sustainability is borne out of
the literature that suggests there is potential for a win-win situation where companies
thrive by addressing social and/or environmental needs — put forward by authors as far
back as Drucker (1984) or more recently, Porter & Kramer (2011) through their construct
of shared value creation. While the concept of shared value creation has become
popular in contemporary management thinking, there are mixed views on its ability to
transforms legacy businesses beyond harmreduction (De Los Reyes & Scholtz, 2019).

Irrespective of whether organisations see sustainability action as integral or secondary
to the business case of how they create value, the literature is clear that there is an
increasingly complex set of trade-offs that have to be made in balancing sustainability
and business performance (Haffar & Searcy, 2017; Schaltegger, Horisch, & Freeman,
2019). One of the trade-offs in building the business case is defining who the priority
stakeholder is: fromthe narrowest view of shareholder, where the business case focuses
on financial performance; to the broadest view of balancing multiple stakeholder needs
in business casesthat seek anintegratedviewof sustainability (Schalteggeretal., 2019).
While substantive sustainability action is typically associated with the latter stakeholder
view, there is evidence in the literature that sustainability action is increasingly important
even using the narrowest definition of shareholder. Influencing investor perceptions
through effective sustainability reporting has been shown to have a positive effect on

share price and associated business performance (Du et al., 2017).

In summary, the business case for sustainability remains a debated construct in the
literature. There are arguments for an integrated business case that considers financial,
social and environmental outcomes as part of how an organisation creates value. And
there are equally arguments that favour a financially focused business case, with
sustainability action as a secondary consideration geared at giving back or reducing
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harm. The process of building the business case involves many trade -offs, including
which stakeholder group needs are prioritised. Even when the business case adopts a
narrow lens of financial performance only, there is growing evidence that sustainability
action can impact share prices and consequently business performance. Therefore there
is a need to enhance sustainability action, irrespective of the business case adopted.

2.3.2 Managing tensions

The sustainability literature initially posited that it is possible for the profit-orientation of
business to live equitably alongside the need for social and environmental concerns.
More recently, the literature acknowledges the underlying tensions that arise when trying
to reconcile sustainability and business profits (Hahn et al., 2015; Wannags & Gold,
2020). Tensions, although uncomfortable for managers, can present an opportunity for
solving problems in new ways (Wannags & Gold, 2020). Thus the way in which
managers respond to tensions and the choices they make in balancing the different
facets that are causing the tension, can have a direct impact on sustainability action
(Hahn et al., 2015).

The literature points to multiple factors at the individual and organisational level that have
an impact on how managers resolve tensions when trying to integrate business and
societal outcomes. A non-exhaustive list of factors have been considered for the
purposes of this literature review. The intentis not to provide an exhaustive investigation
of the different management tensions that exist, but rather to demonstrate the breadth of

factors that can and do impact sustainability action.

Firstly, the focus on short-term thinking and short-term outcomes can impact the extent
to which sustainability actionis taken. The time horizon for financial outcomesis typically
much shorter than the time horizon for social or environmental impact to be felt. This
places managersin the difficult position of balancing the immediate business needs, with

the long term need for sustainable growth (Slawinski et al., 2017; Hahn et al., 2015).

Secondly, how managers deal with ambiguity, uncertainty and the possibility of
unintended consequences as they try to reconcile business and societal needs, can
impact the action they are willing to take. The more managers seek to eliminate
ambiguity, the more linear, narrow and controlled the response is to sustainability (Hahn
et al., 2014; Slawinski et al., 2017). Thirdly, the level of comfort that managers have in
dealing with complexity can impact sustainability action. Where there is greater comfort
with more complex constructs and conflicting needs, managers are more likely to engage
in higher levels of action. The converse is also true — where managers have low levels
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of comfort with complexity and adopt a more focused and narrow view of issues, the
resultant action tends to be narrower and more limited in scope (Hahn et al., 2014).

A fourth tension that managers need to deal with happens at the interface between
personal and organisation values (Wannags & Gold, 2020). Where a manager has a
stronger position on sustainability versus the agenda of the organisation, tension arises

when progressive action may be hampered by organisation process, policy or buy-in.

The last tension considered in this review is that of the financial versus non-financial
performance, especially where there is a tenuous link between the two (Haffar & Searcy,
2017). Thistension links back to the business case for sustainability argument and the
business’ orientation on sustainability — either one of an integrated, win-win business
case; or the separated view on sustainability and business performance (refer to
paragraph 2.3.1). Managers have to decide where to place their resources in line with
this, which canimpact the extentto which resources are allocated to sustainability action.

In summary, managers face an array of tensions and trade-offs that directly impact the
extent to which sustainability action is taken. As further research starts to bring into
guestion the ability to align financial, social and environmental outcomes, so managers
face increasing pressure to resolve the resultant tensions. The literature review
considered a non-exhaustive list of tensions, including: time horizons, ambiguity,
complexity, values alignment and performance. These shed some light onto the
challenges that contemporary managers face in making decisions on sustainability
action, and may explain why managers may default to low/no action to maintain a status

guo that offers less ambiguity, more certainty and lower risk in the short term.
2.3.3 Ethics and morals

Ethics and morals are used as interchangeable terms in the literature (Pohling, Bzdok,
Eigenstetter, Stumpf & Strobel, 2016). Ethical behaviour is considered an important
factor in pursuing sustainable development and helps build accountability for behaviour
and the outcomes of business choices (Dyllick & Muff, 2016; Slawinski et al., 2017).

As organisations tend to adopt the values of top-level management, this becomes an
important factor in understanding how decisions on sustainability are taken within a
company (Dyllick & Muff, 2016; Slawinski et al., 2017). At the most senior level, Board
members’ self-interest in protecting against risk, reputation or short-term financial
impacts may hamper initiatives aimed at evaluating and reconfiguring businesses to

respond to changing environments (Hoppmann et al., 2019).
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At an individual level, ethics/morals are recognised as having an impact on how sensitive
a manager may be to issues that require judgement based on empathy, values or norms
and helps to moderate for selfishness (Schaltegger & Burnitt, 2018; Pohling et al., 2016).

The way in which sustainability is positioned, understood and internalised by managers
leads to how they will respond with action. On the one hand, action may be limited to
cost containment, business-as-usual activity or protecting reputation if there is a low
ethical/moral obligation for action. On the other hand, moral obligation (or moral outrage
in its more extreme form) to reduce harmand creative a positive impact, with the potential
for business value creation in the longer term, may drive substantively more action
(Mazutis & Eckardt, 2017; Schaltegger & Burnitt, 2018; Hafenbradl & Waeger, 2017;
Slawinski et al., 2017).

In summary, ethics/morals play a role in how sustainability action is undertaken by
organisations. As organisations adopt the ethical/moral orientation of leadership,
understandingthe ethical/moral orientation at Board level can explain how action evolves
throughout the organisation. At an individual level, managers’ personal ethical/moral
orientation also has an impact on how sensitive they are to sustainability issues and their
ability to understand and internalise this. This then affects the type of decisions they

make and the level of sustainability action undertaken.
2.3.4 Diversity

Diversity is a complex and multifaceted construct and can mean different things, in
different contexts. The literature on diversity in relation to sustainability highlights two
particular areas of interest, namely: gender diversity and professional diversity (Byron &
Post, 2016; Slawinski et al., 2017; Nadeem et al., 2017; Zaid et al., 2020).

Diversity in professional experience and exposure may help counter some of the
management decision-making obstacles to sustainability action such as perspectives on
time horizons for impact, dealing with ambiguity or complexity, and the level of
sustainability understanding (Slawinski et al., 2017). Gender diversity at Board director
level, on the other hand, has been linked to enhanced sustainability action due to
improvements in overall corporate governance, innovation, creativity and better
sustainability decision making (Byron & Post, 2016; Nadeem et al., 2017; Zaid et al.,
2020).

In summary, general and professional diversity at Board and management level in an

organisation may have a positive impact on sustainability action. The literature does not
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seem to provide substantive commentary on other forms of demographic diversity in
relation to sustainability action at present.

2.3.5 Constructconclusions: Management orientation

Figure 2 provides a summary of the key concepts that impact management orientation
on sustainability action, as identified in the literature review.

2.3 Management orientation

2.3.1 Business . .
case for 2'3'tirsa:gzgmg 2'3'3;;?;:: e 2.3.4 Diversity
sustainability
‘ Balancing needs | ‘ Time horizons H Leader values ‘ | Gender diversity ‘
‘ Stakeholder trade-offs | ‘ Ambiguity H Board ethics ‘ | Professional diversity ‘
‘ Business performance | ‘ Complexity H Manager ethics ‘

‘ Values alignment |

‘ Performance |

Figure 2: Management orientation

Source: Author’s own

2.4 ORGANISATION CHARACTERISTICS

The second construct that is considered is the characteristics of organisations and how
thisimpacts on sustainability action. Table 3 providesa summary of prominent constructs
in the strategy and management literature which includes: inertia within the organisation;
the choice and impact of management controls on taking action; and the organisation’s
perspective on how value is captured. Following on from the summary table, the
constructs will be discussed and compared, ending with conclusions as to their role and

relevance in the research.
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Table 3: Organisation characteristics that impacts sustainability action

Authors Constructs Overview

Wickert, Sherer & Spence (2016); [ Organisation Organisations may face resistance to

Dooley (2018); Hoppmann, Naegele & | inertia change due to multiple factors suchas size,

Girod (2019) sector or Board dynamics.

Ghosh, Herzig & Mangena (2019) Management Formal and informal controls within an

controls organisation impact how strategy is

implemented and sustainability action is
taken.

Porter, M., & Kramer, M. (2011); | Value orientation How organisations define value and how

Santos (2012); Cavaleri & Shabana that value is produced, has an impact on the

(2018); Ghosh, Herzig & Mangena role, nature and extent of sustainability

(2019) action undertaken.

Source: Author’s own

2.4.1 Organisationinertia

The ability for organisations to adapt and realign capabilities in response to changing
environmental factors is key to retaining competitiveness in the market place (Teece,
Pisano & Shuen, 1997). Inorder for organisations to respondto changing environmental,
social and economic sustainability issues — and remain competitive in the future —
therefore requires a level of adaptability and reconfiguration. The literature identifies a
number of factors that may produce resistance to changeand thereby impede adaptation
to and action on, sustainability issues.

Firstly, the size of an organisation can play a role in adequately addressing sustainability
by limiting it to superficial and insignificant action. Large multinationals are particularly
vulnerable to the trade-off between cost, business return, complexity in managing multi-
geography programmes and achieving impactful sustainability action - which leads to low
levels of action and high levels of resistance to adapting activities in changing business
environments (Wickert et al., 2016). Wickert et al. (2016) identify a paradox between
what is communicated and what is actually done by firms — which is exacerbated by the
size of the firm. The larger the firm, the greater the emphasis on positioning and

communication of sustainability versus implementation and action.

Secondly, the maturity and position of organisations within a sector can reinforce well -
entrenched practices and beliefs that create inertia and lowlevels of action. Mature firms
with central positionsin mature sectors tend to prefer established management practices
and tend to resist change, thus contributing to the overall inertia of a sector. This then
forces the existing sector logic to prevail, which impacts the degree of sustainability
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action taken (Slawinski et al., 2017). The potential for changing a highly institutionalised
system from within is limited and external actors are more likely to drive the changes
needed. Added to this, where managers tend to stay within a specific organisation or
industry for extended periods of time, existing management practices are unlikely to
change (Hafenbradl & Waeger, 2017; Slawinski et al., 2017).

The third factor highlighted in the literaturerefers to the role of Boards in resisting change.
When their actions are guided by personal motivations during difficult times of change,
they are more likely to adopt self-preservation actions than address the real needs of
transforming the organisation in line with longer-term sustainable outcomes. Giventhe
Board’s relative position of power in initiating change in an organisation, their motivations
and orientations can have a profound impact on organisationinertia (Hoppmann et al.,
2019).

In summary, three factors were highlighted in the literature that may impact on an
organisation’s resistance to change and adopt greater levels of sustainability action.
Organisation size can increases the complexity of trade-offs required and may lead to
relatively superficial levels of action, in an attempt to maintain financial performance.
Sector dynamics can play a role in the entrenchment of existing management practices
that favour the status quo over adaptation and innovation towards sustainability action.
And Boards, as powerful agents of change, have to balance personal motivations with
the need for organisation transformation, if sustainability actionis to be increased.

2.4.2 Management controls

Management controls create a link between strategy formulation and implementation
(Ghosh etal., 2019). As such, they can play a vital role connecting sustainability action
to the organisation strategy and ensuring that action is taken, as part of strategy
implementation. Research into the relationship between management controls and
sustainability is growing field, but not the primary concern of this research. The purpose
of including this in the literature review is to acknowledge the role that management
controls can play in driving increased levels of action on sustainability, rather than an

exhaustive review of what those controls may be.

Ghosh et al. (2019) identify a number of informal and formal management controls that
may impact sustainability action taken within a firm. Formal factors such as “structure,
governance and leadership, planning, rewards, risk management, information
technology/system and performance measurement system” (Ghosh et al., 2019) provide
robust frameworks that inform employee behaviours, outcomes measurement and
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focused action. In parallel with this, informal controls such as culture, beliefs and
unwritten rules equally impact how employees act on sustainability. There is some
evidence to suggest that informal and formal controls need to work in harmony, to
achieve optimal sustainability outcomes (Ghosh et al., 2017).

In summary, there are formal and information management controls within organisations
thatimpact the extent to which sustainability action is taken. These controls needto work
in harmony to optimise the sustainability outcomes.

2.4.3Value orientation

How an organisation seeksto derive value through its business operations can have an
impact on the nature and extent of sustainability action undertaken. While there are stil
gaps in directly linking financial performance with sustainability action, value for the firm
can be derived through ancillary benefits such as the impact that a positive reputation
can have on share prices or access to resources (Du et al., 2017; Cavaleri & Shabana,
2018).

Organisations have to make trade-offs between capturing value, where the firm is the
primary beneficiary, and creating value at a more systemic level (Santos, 2012).
Companies that seek out ways to create value that meets the needs of both commercial
stakeholders and society at large, tend to adopt sustainability action at multiple levels of
the organisation - product innovation, resource allocation, supply chain innovation and
industry collaboration in line with sustainable goals (Santos, 2012; Ghosh et al., 2017;
Porter & Kramer, 2011). Conversely, organisations that pursue a value capture
orientation, with limited concern for the broader systemic impact they may have, may
only pay cursory attention to sustainability action through incremental innovation and

non-core actions in the realm of CSR (Cavaleri & Shabana, 2018).

In summary, how an organisation choses to derive value — and whether or not they
incorporate a broader systemic viewof value — may have an impacton the type and scale
of sustainability action taken. Those organisations who seekto find the balance between
creating commercial value for the company and societal value, are more likely to adopt

sustainability action at multiple layers of the organisationin a co-ordinated manner.
2.4.4 Constructconclusions: Organisation characteristics

Figure 3 provides a summary of the key concepts of organisation characteristics that may

impact sustainability action, as identified in the literature review.
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2.4 Organisation characteristics

2.4.1 Organisation 2.4.2 Management 2.4.3 Value
inertia controls orientations
Company size Informal controls Walue creating focus
Sector dynamics Formal controls Walue capturing focus
Board dynamics

Figure 3: Organisation characteristics

Source: Author’s own

2.5 SUSTAINABILITY EMBEDMENT

The third construct looks at the degree to which sustainability is embedded within an
organisation and howthis impacts on sustainability action. Cavaleri & Shabana (2018)
go as far as to say “The notion that firms can effectively “do” sustainability without
integrating into their core is at least misguided, and at worst, intellectually fraudulent.”
Thus understanding how companies interpret and embed sustainability may provide a
key to understanding howto improve sustainability action. Table 4 provides a summary
of prominent constructs in the strategy and management literature which includes: at
which stage of corporate sustainability an organisation is; the impact of the business
model on sustainability action; and the role of measurement in promoting action.
Following on from the summary table, the constructs will be discussed and compared,
ending with conclusions as to their role and relevance in the research.
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Table 4: Sustainability embedment

Authors Framew ork Overview

Van Marrew ijk & Were (2003); Landrum | Stages of | Sustainability adoption happens at different

(2018); Landrum & Ohsow ski (2018) corporate levels, each with its own set of associated
sustainability actions.

Evans, Vladimrova, Holgado, Van | Business Shifting sustainabilty from a peripheral

Fossen, Yang, Siva & Barlow (2017); | models business activity, to being embedded in a

Schaltegger & Burritt (2018) sustainability-orientated business model, may

lead to greater action.

Maas, Schaltegger & Crutzen (2016); [ Measuring and | The current measurement and reporting

Melloni & Lai (2016); Haffar & Searcy | reporting constructs may not be sufficiently effective in
(2017); Stacchezzini, Du, Yu, promoting greater sustainability embedment
Bhattacharya & Sen (2017) and action.

Source: Author’s own
2.5.1 Stages of corporate sustainability

The literature points to the fact that there is no uniform state of sustainability adoption,
but rather that organisations can start and end at various positions along a spectrum of
sustainability embedment (Van Marrewijk & Werre, 2003; Landrum & Ohsowski, 2018).
As such, one of the factors that may help explain the level of action organisations take,

is the stage of sustainability adoption they are at.

A number of spectrums are presented in the literature which seek to explain the
evolutionary process of sustainability adoption in organisations. Notonly do they provide
a framework for understanding where an organisation may find itself currently, but also
provides a view on how sustainability action may change as the organisation matures (or
remains stagnant) through the spectrum depending on their ambition (Van Marrewijk &
Werre, 2003; Landrum, 2018; Landrum & Ohsowski, 2018). In reviewing some of the
spectrums put forward in the literature, three common constructs are evident including:

worldviews, values and weak/strong sustainability.

Weak versus strong sustainability is associated with the degree of sustainability
embedment, the organisation ambition, the nature of innovation undertaken, and the
degree of collaboration between company and external stakeholders. Worldviews are
the lens through which an organisation interprets sustainability. Values relate to what
the organisation prioritises and is reflective of the trade-offs they are willing to make
between business, social and environmental needs (Van Marrewijk & Were, 2003;
Landrum, 2018; Landrum & Ohsowski, 2018)
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What an organisation values and how they see the world, plays an important part in
where the organisation is located on the sustainability spectrum. A challenge that
continues to beset progress on sustainability, is the persistence of a business case
orientation on sustainability that focuses on mitigating harm rather than actively
addressing progress. This is congruent with a weaker position on sustainability,
supported by values that prioritise business outcomes ahead of societal needs. Such
perspectives tend towards weaker levels of sustainability embedmentand limit the types
of action that are taken (Dyllick & Muff, Landrum 2018; Landrum & Ohsowski, 2018).

In summary, organisations can be located along a spectrum of sustainability adoption
and may or may not move along that spectrum over time, as their perspectives and
actions on sustainability evolve. Some of the common constructs used to define the
sustainability spectrums include worldviews, values and weak/strong sustainability.
The level of sustainability action that an organisation takes, is impacted by where they

are located on the sustainability adoption spectrum.
2.5.2 Business models

Business models for sustainability are a well-established field within the strategy and
management literature. Although business models are not a primary focus of this
research, it is an important construct in understanding how organisations embed
sustainability and the consequences this has on sustainability action. Thusabriefreview
of the literature on business models has been included, to provide some context and
understandingofthe key principles as a pathway to sustainability action. Understanding
the role of the business model as a barrier or enabler of sustainability action may provide
some insight into “escaping the circle of inaction” (Slawinski et al., 2017).

Teece (2010) defines a business model as something that enables a firm to reconfigure
its capabilities to adapt to the changing business environment. A business model
therefore may be an enabler of sustainability embedment and increased action by
supporting the reconfiguration of capabilities in support of economic, environmental and
social value. Equally, the business model may be a barrier to action (Schaltegger &
Burritt, 2018).

To shift from a peripheral to embedded approach to sustainability requires a
commensurate change or innovation in business model. Reconceptualising how value
is created and how value flows to all stakeholder groups may resultin a sustainability-
orientated business model (Evans et al., 2017). However, organisations face many
challengesin shifting fromtraditional, commercial business models to onesthatembrace

22



and embed sustainability. The business case for sustainability; allocation of resources;
the dependence on technology and innovation; limited tools and knowledge; organisation
structures; and stakeholder engagement all present potential barriers and challenges in
organisations shifting to sustainable business models (Evans et al., 2017; Schaltegger &
Burritt, 2018).

In summary, sustainability embedment and stronger levels of sustainability action are
impacted by the business model construct. Where sustainability is embedded within the
business model, business action inculcates sustainability action as part of everyday
activities. However, where business models favour traditional commercial constructs,
sustainability action is more likely to remain a peripheral action and thus lower levels of
action may be observed.

2.5.3 Measuring and reporting

Integrated reporting has been put forward as one of the mechanisms that could
encourage integrated sustainability action. However, research indicates that integrated
reporting favours positive narratives that tend to be more retrospective than forward-
looking in nature. Furthermore, such incomplete reporting may rely on relaying
information that is relative, rather than measuring the true impact of the action take. And
where organisations have limited or failed sustainability outcomes, they may tend to shy
away from transparently reporting on this (Stacchezzini, Melloni & Lai, 2016; Haffar &
Searcy, 2017).

In considering the role that measurementand reporting can play in enabling sustainability
action, there is a need to overcome some of the inherent challenges in the approach to
date. These challenges include: quantitative data availability; competitiveness; contex;
real impact; transparency; integration and coherence; as well as increasing consistency
across measurement systems in finance, management and integrated reporting (Maas,
Schaltegger & Crutzen, 2016; Stacchezzini, Melloni & Lai, 2016; Haffar & Searcy, 2017).

There is an incentive to producing quality sustainability reporting, as it has a proven
relationship in enhancing business value through share price performance. Although
there is some scepticism in self-reported sustainability performance among some
stakeholder groups as outlined above, the positive relationship between sustainability
reporting and investor sentiment provides an argument for greater attention to the quality

and thoroughness of sustainability reporting (Du et al., 2017).
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In summary, while measuring and reporting on sustainability presents an opportunity to
foster greater sustainability embedment in organisations and positively impact business
performance, there are several challenges to overcome. Firstly, the current application
of integrated reporting lacks depth and transparency — favouring positive narratives and
gualitative outcomes, over real impact and forward-looking initiatives. Secondly, the
measurement and reporting constructs themselves are not set up to support rigorous
sustainability reporting.

2.5.4 Construct conclusions: Sustainability embedment

Figure 4 provides a summary of the key concepts of sustainability embedment that
impact the type of action taken, as identified in the literature review.

2.5 Sustainability embedment

2.5.1 Stages of

2.5.2 Business

2.5.3 Measuring

corporate .
sustainability models and reporting
Wealk/strong Value flow Depth

sustainability

Positive narratives

Business model
innovation

Worldviews

Consistency

Values Embedded action

Figure 4: Sustainability embedment

Source: Author’s own

2.6 SUSTAINABILITY ACTION IN THE BANKING SECTOR

The fourth and final construct looks at sustainability action and what the banking sector
is doing in this regard. Table 5 provides a summary of prominent constructs in the
strategy and management literature which includes: the growing need for a sector-level
view of sustainability action; and how the banking sector is responding to sustainability
action. Following on from the summary table, the constructs will be discussed and
compared, ending with conclusions as to their role and relevance in the research.
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Table 5: Sustainability action

Authors Construct Overview
UN Global Compact (2015); | Sector-level The literature focuses on the organisation as unit of
Dyllick & Muff (2016); action analysis, w hile sustainability action increasingly requires

collaboration across businesses and sectors.

Evans, 2015; Forcadell & | Banking sector | The banking sector plays asystemic role in achieving the

Aracll, 2017, Raut, | action SDGs. Current action is typified by internal management
Cheikhrouhou &  Kharat controls, financial inclusion activity and sustainable
(2017); Ahamed & Mallick, financing product delivery.

(2019); Ghosh et al. (2019);

Source: Author’s own
2.6.1 Sector-level action

The strategic management literature tends to focuses on the organisation as the unit of
analysis, considering factors such as competition and competitive advantage (Porter,
1980); resource allocation (Barney, 1991); core competencies (Pralahad & Hamel,
2003), dynamic capabilities (Teece et al.,, 1997); strategy formulation (Mintzberg,
Ahlstrand & Lampel, 2009) and strategy execution (Sull, 2007; Crittenden & Crittenden,
2008; Lynch & Mors, 2019). The intent of this research is not to produce an exhaustive
review of the topics covered by the broader strategic management literature, but rather
to demonstrate the unit of analysis being the organisation level.

Increasingly, the complexity and integrated nature of sustainability is shifting action to a
collective construct. The UN Global Compact (2015) identifies this willingness to
collaborate as a key factor in accelerating action, noting “For business, this also means
a willingness to move beyond first-mover approaches and embrace partnerships and

collective action efforts that pool resources, share risks and aim to find solutions faster.

As such, there is a need to consider sustainability from a sector rather than individual
business context. Taking a sector level view of sustainability action also seeks to
address the gap between progress made in business adopting sustainability into their
strategies and the net outcome on the macro environment. This disconnect between
business action and achieving the sustainable development goals may be, in part, due
to the decoupling of business versus societal thinking (Dyllick & Muff, 2016; Slawinski et
al., 2017).

In summary, collaboration between organisations and across sectors is becoming

increasingly important if sustainability action is to be accelerated. The decoupling of
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business and societal thinking presents a challenge in achieving accelerated action. The
strategy and management literature tends to focus on the organisation as the unit of
analysis, with external factors presented as context rather than inherently built into the
theoretical frameworks and conceptual models.

2.6.2 Banking sector action

The role of the banking sector has been entrenched in the SDGs andis seen to be a key
enabler across all sustainable development goals through the facilitation of credit,
financing, investment and safely managing the flow of international funding into key
developmental initiatives. In addition to its enablement role at a systemic level, the
banking sector also has a direct role to play in deepening access and broadening
financial inclusion. Specific goals are set out for the sector as part of economic growth
in SDG 8; resilient industry, innovation and infrastructure in SDG 9; and reducing
inequality in SDG 10 (SDG Indicators, 2020). There are four forms of action that are
evidentin the literature, namely: internal management controls that protect the banking
system stability; adoption of voluntary global frameworks in order to remain competitive;
regulated action on financial inclusion; and lastly, voluntary CSR.

A sustainable banking sector can be described as one that considers financial, social
and environmental factors across multiple time horizons —ensuring an ethical, stable and
sound financial system is maintained through effective risk management and a balanced
view of stakeholder interests (Raut, Cheikhrouhou & Kharat, 2017). Thus banks tend to
use formal management controls such as risk management, strong policy and standards,
governance and financial controls as a mechanism for achieving sustainable outcomes
for all stakeholders (Ghosh et al., 2019).

The banking sector is under pressure to self-regulate and voluntarily comply with global
sustainability frameworks in order to remain competitive. The pressure comes from two
places: peer pressure and public pressure. While some banks are seen to be leaders in
adopting these frameworks, many are driven by peer pressure - where banks are
required to comply in order to participate in collaborative funding programmes or bring
sustainable financing products to market (Raut et al., 2017; Contreras, Bos & Kleimeier,
2019). Public pressure can also play a role in how banks adopt sustainability action.
The banking sector’s role in driving financial inclusion and advancing environmental
sustainability is a particularly important factor in achieving improved societal outcomes

in emerging markets and is inculcated in societal expectations as well as regulatory
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prescriptions (Jamali & Karam, 2018; Forcadell & Aracil, 2017; Contreras, Bos &
Kleimeier, 2019).

On 28 October 2020, the South African National Treasury released a new draft paper
outlining the proposed principles for driving financial inclusion and better financial health
for all citizens of the country. This represents the next iteration of policy, which will lead
to regulation for the banking sector on financial inclusion action (SA National Treasury,
2020). The benefits of enhancing financial inclusion are well-documented in the
literature. It has been shown to support economic growth by helping to close inequality
gaps and foster greater societal stability; increase savings; reduce poverty; improve
education and health outcomes; as well as lead to entrepreneurship and job creation
(Evans, 2015; Forcadell & Aracil, 2017; Ahamed & Mallick, 2019). However, many banks
continue to pursue financial inclusion as an obligatory compliance action in line with
regulation or a CSR action to build legitimacy and reputation — thus perpetuating
sustainability as a non-core activity (Forcadell & Aracil, 2017, Raut et al., 2017; Maimbo
& Zadek, 2017).

In summary, the banking sector is seen as a critical player in achieving sustainable
development. The literature indicates that sustainability action is motivated by a
combination of voluntary, coerced and regulated levers in the sector. The type of action
that this results in lies in three primary areas, namely: internal management controls to
ensure an ethical, stable and sound financial systemis maintained; sustainable financing
solutions such as investment and lending products geared to achieve sustainable
outcomes; and financial inclusion. The literature presents mixed views on the
effectiveness of sustainability action in the banking sector, which is closely linked to the

motivation for action.
2.6.3 Construct conclusions: Sustainability action in the banking sector

Figure 5 provides a summary of the key concepts of sustainability action in the banking
sector, as identified in the literature review.
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2.6 Sustainability action

2.6.1 Sector-level 2.6.2 Banking
action sector action
Collaboration SDG-linked targets
Sector vs. business as Motivations for action
unit of analysis
Types of action

Figure 5: Sustainability action in the banking sector

Source: Author’s own
2.7 Conclusions

The combination of managerial orientations, organisation characteristics and
sustainability embedment practices may provide some insight into companies’
sustainability orientation and their resultant inaction or action. This is congruent with the
position of Slawinski et al. (2017) that “organizations’ failure to change is a result of
persistent institutionalized practices that are co-determined by cognitive factors at the

individual level and logics at the institutional level”.

In summary, the literature presented divergent views on most constructs considered. A
number of authors agreed that one of the challenges in defining and taking action on
sustainability may be rooted in the lack of consensus on key constructs —from definitions
through to practicesrelating to sustainability. Additionally, the focuson the positive cases
and strong sustainability positions that result in substantive action, has created a gap in
understanding howto address inaction on sustainability (Slawinski et al., 2017).

The literature highlighted a number of constructs that influence how organisations
respond to the sustainability agenda. These constructs typically present as both positive
enablers for action, as well as barriers to action, depending on how an organisation
respondstothem. These constructswere divided into four categories for analysis during
the literature review, namely: managerial orientation; organisation characteristics;
sustainability embedment; and sustainability action. Each of these constructs was
explored through three or four sub-factors that emerged from the literature review as
levers in driving or inhibiting sustainability action.
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In the management orientation category, four sub-factors were considered: the business
case for sustainability; how managers manage tensions in decision making that impacts
sustainability action; the impact of managerial ethics/morals on sustainability action
choices; and lastly, the impact of management diversity on sustainability action.

The business case for sustainability remains a debated topic fraught with trade-offs
between business priorities and stakeholder needs. Management orientations on factors
such as time horizons, comfort with complexity and ambiguity, as well as their personal
values all play a role in how these trade-offs are made and the business cases adopted.
When managers fail to find comfort with uncertain future paths, they may default to
maintaining the status quo of low/no action. The literature also indicated that
sustainability requires a balance between qualitative and quantitative principles, thus
creating room for ethics/morals in the decision making process. Organisations tend to
adopt the ethical/moral orientation of senior leaders and this is where Board and senior
leader ethics/morals play a pivotal partin determining how sensitive managers will be to
sustainability issues. Board priorities may also be influenced by the level of diversity
within the group, the tendency for self-preservation and the ability to balance personal

motivations with the need for organisation transformation.

This leads to the second construct, organisation characteristics, which had three sub -
factors: organisation inertia as a barrier to change; the role of management controls in
promoting sustainability action; and the impact of howvalue is derived, on sustainability
action. The literature highlighted the importance of how organisations define and derive
value as a factor that impacts a number of subsequent choices and actions. Where
organisations aimto balance commercial and societal value, are more likely to undertake
sustainability in a co-ordinated and integrated manner. This logic is then supported by
informal and formal management controls that need to work together to support the
desired sustainability outcomes. In organisations that adopt a strong position on
sustainability and seek to integrate action at multiple levels, face substantive innovation
and change to achieve this. However, many organisations are hampered by inertia that
can manifest in multiple ways. Large and multi-national organisations may face greater
challenges in radical adaptation across geographies and at scale, than smaller entities.
While other organisations may be hampered by the dynamics of the sector that they
operate in. QOrganisations are also susceptible to the influence of Boards, where
protecting the status quo may be more beneficial to the individuals than adopting riskier
transformation programmes.
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The third construct that emerged from the literature review considered the impact of
sustainability embedment in organisations on resultant action. This construct included
three sub-factors, namely: the stage of sustainability adoption in the organisation; the
business model choices that impact sustainability action; and the role of measurement
and reporting in driving deeper sustainability action.

The literature highlighted that sustainability adoption is not a singular event, but rather
happens as an evolution against a continuum of sustainability. Organisations may start
at different points along the continuum and factors such as worldviews, values and
position on weak/strong sustainability may impact if or when an organisation moves along
the spectrum. The literature revealed the relationship between the level of sustainability
adoption and the resultant business model of the organisation. The business model
construct will ultimately define whether sustainability action is embedded in everyday
activities throughoutthe organisation, or remains a peripheral activity. Measurementand
reporting seeks to translate the organisation’s sustainability action into meaningful
narratives of organisation impact. The literature indicated that such measurement and
reporting has the power to foster greater sustainability action, but faces a number of
challenges in achievingthis. Lack ofrigour, inconsistency, qualitative measures, limited
forward-looking views and a focus on positive narratives all reduce the power of

measurement and reporting in supporting greater sustainability action.

The final construct that was considered in the literature review looked at sustainability
action in the banking sector. This included two sub-factors: consideration of sector-level
factors that impact sustainability action; and a synopsis of current dynamics impacting
banking sector action on sustainability. The banking sectoris deemed a critical enabler
of sustainability and the literature provides insight into some of the motivations that
influence the type of sustainability action taken in the sector. Motivators included both
voluntary and coerced adoption of global frameworks as part of banks’ competitive
strategies; regulatory compliance; and lastly CSR-based action linked to reputation
management. The literature presented varying views on the impact of these motivators
ondriving effective sustainability actionin the sector. And lastly, the literature highlighted
the impact of separating business versus societal constructs in the management
literature. Successful sustainability action increasingly requires collaboration between
organisations and across sectors. Some authors felt that the focus on the organisation
as the unit of analysis did not adequately account for sector-based dynamics within the
models for sustainability action.
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Based on the literature review and findings outlined in this chapter, a conceptual
framework was designed - consolidating the key constructs that presented as
antecedents, barriers and enablers of sustainability action. This is visually illustrated in
Figure 6 and is congruent with the research aims discussed in section 1.4 that sought to
understand antecedents, barriers and enablers of sustainability action. This was in

response to the call by Slawinski et al. (2017, p273) to expand understanding of

sustainability action/ inaction as a way to “identify ways to escape the vicious circle [of

Organisation Sustainability
characteristics embedment

inaction]”.

Management
orientation

Business case for Organisation Stages of corporate
sustainability inertia sustainability
Managing tensions L TR Business models
controls
Ethics and morals Value orientations o L

reporting

Diversity

Antecedents, barriers and enablers of sustainability action

Sustainability action

Sector-level action Banking sector action

Figure 6: Conceptual model of sustainability action

Source: Author’s own
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CHAPTER 3 RESEARCH QUESTIONS

Theresearch questions were formulated based on the literature reviewed and presented
in Chapter 2. Theresearchwas anchored inthe opportunity for further researchidentified
by Slawinski et al. (2017) — and supported by Hahn et al. (2017) — to explore “ways to
escape the vicious circle of inaction” (p. 273). An overarching research question was
defined, along with four sub-questions that explored different aspects of the research

problem.

The overarching research question: What is needed to shift the South African

banking sector to a stronger position of sustainability action?

The research question sought to explore the dynamics of sustainability action within the
sector and gain insight into factors which may impede or enhance higher degrees of
action being attained. Four sub-level questions were defined that explored the
antecedents, barriers, enablers and opportunities within the sector to achieve a stronger

position of sustainability action.

Sub-Question 1: What are the antecedents to the sustainability position and level
of action in the sector?

This question sought to explore and gain understanding of the sector sustainability
position and the antecedents required to shift the sector to a greater level of action. This
guestion also sought to understand foundational principles that impact the sectors
sustainability position — and the role of individuals, organisations and institutions in

shaping this.

Sub-Question 2: What are the barriers to adopting a more active approach to
sustainability action?

In considering the “vicious circle of inaction” (Slawinski et al., 2017), this question

explored the factors that keep the sectorin the currentlevel of action.

Sub-Question 3: What are potential enablersto shifting the sector paradigm and

adoptingamore active approach?

Sub-Question 3 built on the preceding exploration, to gain insightinto potential enablers

that could shift the sector’s sustainability paradigm and lead to enhanced action.
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Sub-Question 4: What opportunitieswould a stronger position on sustainability
action present for the sector?

This question soughtto explore the opportunities that a stronger position on sustainability
and action could offer the sector.
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CHAPTER 4 RESEARCHDESIGN AND METHODOLOGY

4.1. INTRODUCTION

Theresearch questionsindicated the need for an explorative, open-ended approach that
is commensurate with a qualitative research study. Qualitative research is an effective
approach “for exploring and understanding the meaning individuals or groups ascribe to
a social or human problem” (Creswell & Creswell, 2018) and is particularly effective for
exploring concepts relating to sustainability (Crane, Henriques, & Husted, 2018). This
chapter presentsthe research design and methodology commensurate with a qualitative
research approach. Each section of this chapter covers a different aspect of the
decisions taken to ensure coherence between research design and methodology.

4.2. RESEARCH PARADIGM

4.2.1.0ntology

The literature discussed in Chapter 2 provides theoretical frameworks that seek to
explain factors which impact human decision making, and the consequential positions
and levels of sustainability action. This is commensurate with the constructivist worldview
of organisations as “socially-constructed entities — entities which are made real by the
actions and understandings of humans” (Bell, Bryman, & Harley, 2019). Furthermore,
Creswell and Creswell (2018) note that a constructivist worldview is well-suited to
explorative research questions, as it encourages researchers to “look for the complexty

of views rather than narrowing meanings into a few categories or ideas”.

4.2.2.Epistemological position

Underpinned by the constructivist worldview of the interrelationship between people and
organisations, the research questions sought to understand and gain insight into how
sustainability action in the sector may be shifted. Bell et al. (2019) describe this need to
understand behaviour as an interpretivist epistemological position. They go on to say
that “interpretivism is also concerned with the ‘how and the ‘why’ of social action,

including the processes whereby things happen”.

4.3. RESEARCH DESIGN

The main research question sought to understand what is needed to shift the South
African banking sector to a stronger position of sustainability action. The goal of this
research was to create a conceptual framework of the factors that impact sustainability

action.
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The research goal is congruent with a grounded theory design that seeks to ask
guestions about processes, interactions and context (Timonen, Foley, & Conlon, 2018;
Gioia, Corley & Hamilton, 2012). The intent of this research was to stop at a conceptual
framework as there was neither the time nor the resource to extend the work into to a
fully-fledged grounded theory. This fits comfortably within the principles that Timonen et
al. (2018) offer — moving away from the notion that grounded theory research must
always deliver a fully-fledged theory, but rather “In actuality, the most common outcome
froma GT study is greater conceptual clarity, or a conceptual framework”.

Timonen et al. (2018) provide principles for undertaking a grounded theory study which
offer a pragmatic approach to the research methodology, while staying true to the
theoretical underpinnings of the design. These include the following:

¢ Unlike classical grounded theorists, starting with an in-depth understanding of the
extant literature provides a more productive approach to research design and
analysis;

e The analysis must remain true to the inductive nature of grounded theory research —

but by using deduction and abduction, the researcheris able to relate the findings to
existing knowledge;

e Remaining open to early-stage conceptual connections in the data and constantly
looking for similarities or differences can help direct the analysis in a more pragmatic
way;

¢ Making allowance for practical limitations of the research process (such as time,
population size or access to ideal participants) that can limit the ability to move from
purposive to theoretical sampling — thus making room for conceptual clarity or
conceptual frameworks as the output of a grounded theory study, when it is not
practical to achieve theoretical concept saturation due to sampling limitations.

The principles for a pragmatic approach to grounded-theory-based design, along with
Gioia’s descriptive approach to data collection and analysis (Gehman et al., 2018; Gioia
etal., 2012), were used to foster coherence between research design, methodology and
methods applied.

4.4. RESEARCH METHODOLOGY

A qualitative, semi-structured interview allows for discussion of currentaction, as well as
the ability to reflect on past actions and how these have changed over time (Gioia et al.,

2012). It also allows participants to find ways in which to order their thoughts, express
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the meaning of their words and make sense of the discussion topic in a guided manner
(Roulston, 2010).

Both of these qualities, inherent in the qualitative semi-structured interview, provided rich
and contextual data for understanding sustainability action in the banking sector. The
opportunity to reflect on how things have changed over time as well as project into the
desired future state, supported the development of a conceptual framework on how
sustainability action is formulated and what it may take to move to a stronger position of

action.

4.5. SAMPLING APPROACH

4.5.1.Population definition

There were two considerations in defining the population for this research. Firstly, in
order to explore the subject of sustainability action in the banking sector, the research
participants neededto be knowiedgeable of this subject and able to engage meaningfuly
with the interview questions. Secondly, the research was focused on the banking sector
— not specific organisations. Thus, the population needed to include a range of actors
and agents within the sector that had professional knowledge, experience or expertise

on the subject.

The population for this research was thus defined as: Professionals working in the
banking sector with knowledge of sustainability-related matters.

Professionals included anyone working at a bank, an industry body, regulatory body,
research institute or other organisation with interests in the banking sector, who had the
requisite subject matter knowledge to engage meaningfully with the researchtopic. This
allowed for the creation of a thick, rich data set based on interviews with knowledgeable
participants in order to explore the antecedents, barriers and enablers of sustainability
action in the banking sector.

4.5.2.Unit of analysis

The unit of analysis for this study comprised a subset of the financial services sector in
South Africa — specifically, the banking sector. The unit of observation was experts and
experienced professionals with knowledge of sustainability-related matters in the
banking sector.
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4.5.3.Sampling method

Gioia et al. (2012) suggest that research participants should be recognised “as
’knowledgeable agents’ namely, that people in organizations know what they are trying
to doand can explain theirthoughts, intentions, and actions”. In deciding on the selection
process for research participants, qualitative research often makes use of purposeful
sampling (Suzuki, Ahluwalia, Arora, & Mattis, 2007), allowing the researcher to select
“information-rich cases...from which one can learn a great deal about matters of

importance” (Patton, 2002).

As discussed in the population definition (Section 4.5.1), knowledgeable agents at a
sector level included anyone working at a bank, an industry body, regulatory body,
research institute or other organisation with interests in the banking sector with the
requisite subject matter knowledge or experience. A heterogeneous sampling strategy
(Patton, 2002) was appropriate in this context. The aim was to incorporate as much
variation as possible, by seeking out participants with wide-ranging knowledge or
experience due to their orientations or locations within the sector. This allowed for the
creation of a thick, rich data set based on interviews with knowledgeable participants, in
order to understand sustainability action in the banking sector.

For the purposes of this study, four criteria were defined to guide the selection of

research participants:

1) They had to work in the South African banking sector — either directly at a bank or
indirectly in an associated entity that had direct dealings with the banking sector.

2) They had to be knowledgeable about sustainability and sustainability action in the
banking sector.

3) They had to hold a middle to senior position (or have equivalent experience), so as
to have sufficient exposure to the processes, actions and influencers that lead to
sustainability action in the sector.

4) They had to be available for an interviewin October or November 2020.
4.5.4.Sample size and saturation

45.4.1. Sample size achieved

There is little consensus in the literature as to what sample size is required for valid
gualitative research — the literature rather suggests that qualitative sampling continues
until saturation is achieved (Fusch & Ness, 2015; Guest, Bunce, & Johnson, 2006;
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Mason, 2010; Gentles, Charles, Ploeg, & McKibbon, 2015). As a guide, the literature
further indicates anything from 12 interviews (Guest et al., 2006) up to 25 interviews or
more (Gentles et al., 2015) may be needed to achieve data saturation — the point at
which no new, substantive codes are found in the data.

Although grounded theory typically focuses on theoretical saturation (Timonen et al.,
2018; Gentles et al., 2015), a more pragmatic approach to sampling was employed for
this research due to time and resource constraints. This is congruent with the principles
previously discussed inthe research design(Section 4.3) as the outcome of thisresearch
is a conceptual framework, rather than a fully-fledged theory. Table 6 provides a
summary of the target and achieved sample for this research. A total of 13 interviews
were completed against the target of 20.

Table 6: Target versus achieved sample

Population group Targetsample Achieved sample
Sector experts in sustainability research and strategy 4 3
Professionals currently working at South African banks 10 6
Professionals representing sector bodies 2 3
Professionals fromthe investor community 4 1
Proposedtargetsample 20 13

Source: Author’s own

4542, Audience saturation

The banking sector in South Africa is very concentrated, with five banks accounting for
closeto 90% of the market assets (BusinessTech, 2020). Added to this contained market
structure, sustainability and sustainability action is a relatively new discipline within the
banking sector, typically resourced by small teams of professionals. This resulted in a
very small pool of knowledgeable professionals from which it was possible to sample.
The final sample achieved included participants from four of the big five banks, as
indicated in Table 7, which provides a form of saturation, namely audience saturation.
To bolster the primary sample and ensure as much variety as possible within this
contained audience, additional participants from adjacent teams within the banks who
deal with finance, strategy, products, governance or reporting relating to sustainability
were also included. All participant names and the names of the entities where they work
are not disclosed in this report. Each participant has been allocated a reference code
which corresponds to the transcript of each interview.
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Table 7: Target versus achieved sample

Interview | Code Organisation Interview Code Organisation

1 AGS Consulting firm 8 MMI Investment firm A
2 BVAS Consulting firm 9 HBF Bank B

3 GGS Consulting firm 10 FAS Bank B

4 SBA Body A 11 EAS Bank B

5 ISD Body B 12 SRS Bank C

6 TSI Body B 13 MSS Bank D

7 RNF Bank A - - -

Code = unique and anonymous participant identifier | Organisation = unique and anonymous identifier for
each organisation

Source: Author’s own

4.5.4.3. Sample subgroups

The final sample was split into two subgroups, with the first subgroup containing the
expert interviews and the second subgroup containing the interviews of professionals
from within the sector. The expert subgroup included a small number of experts in the
field of business and sustainability strategy. The experts provided valuable extensions
to the data collected from sector professionals, as well as forming part of the research
quality controls through triangulation. The professional subgroup included participants
who held various roles within the sector as outlined in Table 6, providing a broad range
of professional perspectives and experiences. The profiles of all participants are
summarised in Table 8.
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Table 8: Summary of research participants and their positions within the sector

Interview | Code | Profile Organisation

Sample subgroup 1: Experts

1 AGS Senior Director, reputation and social impact consulting, multi- | Consulting firm
sector expertise

2 DVS Managing Director, business strategy consulting, multi-sector | Consulting firm
expertise

3 GGS International  sustainabilty — consultant, banking sector | Consulting firm
expertise

Sample subgroup 2: Professionals

4 SBA Banking industry body representative, senior banker, ESG | Body A
specialist

5 ISD Sustainability advisor, senior banker, international forum | Body B
member

6 TSI Sustainability advisor, part of international advisory group Body B

7 RNF Chief Financial Officer Bank A

8 MM Director at an investment management firm Investment firm A

9 HBF Specialist in sustainability financing Bank B

10 FAS Strategy Lead Bank B

11 EAS Sustainability Head Bank B

12 SRS Sustainability Head Bank C

13 MSS Strategy Lead Bank D

Code = unique and anonymous participant identifier | Organisation = unique and anonymous identifier for
each organisation | Profile = brief description of the role or title that each participant holds

Source: Author’s own

4.6. MEASUREMENT INSTRUMENT

The measurement instrument took the form of a semi-structured interview protocol.

Aflexible and emergentinstrument design is important for qualitative researchin general,
and a grounded theory design specifically (Creswell & Creswell, 2018; Gioia etal., 2012).

The main questionsin the interview protocol aligned to the research questions, while
probing of responses allowed for exploration, explanation and identifying exemplars that
added context and depth of understanding to key points during the conversation.
Although participants were drawn from a wide variety of contexts, a single interview
protocolwas designedinline with the principle thatall participants answer based on their

view of the sector rather than specific organisations.

The interview protocol is provided in Appendix A. Prior to commencing data collection,
the interview protocol was tested and refined to ensure it was appropriately designed to
gather the data required to address the research questions.
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4.7. DATA COLLECTION PROCESS

Interviews were conducted via the MS Teams video conference platform. Each interview
was audio recorded, using two independent recording devices - to ensure quality of the
recording and a backup record in case of recording device failure. Data was collected
during the period October to December 2020.

The audio recordings were transcribed and documented in Microsoft Word format. The
transcripts were then uploaded into qualitative coding software (ATLAS.ti) for analysis
purposes. Copies of all the research data — including audio recordings, anonymised
transcripts and analysisfiles - will be stored on a secure, private server for the prescribed

ten-year retention period, after which the records will be destroyed.

Although the identities of the research participants are known to the researcher, it was
important that their identities remained confidential. Confidentiality is important in the
context of a relatively small population of specialists in the sector. It allowed participants
to speak freely, without fear of professional repercussions for sharing their opinions.

Confidentiality was enshrined in the informed consent protocol as outlined in Appendix
C. A number of protocols were put in place to maintain participant confidentiality

throughout the research process, which included the following:

1) All audio recording files are stored with an anonymous reference — the key to the
referenceis heldina password protected Microsoft Excelfile that only the researcher
has access to.

2) All transcripts are stored using the anonymous reference that corresponds to the
original audio recording, for quality checking and transparency in the data
management process.

3) All transcripts were quality checked by the researcher and all identifiers were
removed, before the data was loaded into Atlas.ti for analysis.

4) All research reporting, as well as verbatim quotes used in the report, made use of
anonymised descriptors.

4.8. ANALYSIS APPROACH

The analysis started with a line-by-line reading of the transcripts to immerse the
researcherinthe data (Chenail, 2012; Hsieh & Shannon, 2005). The codingand theming
of the data followed a two-step process: firstly, inductive coding and categorisation of the
data; followed by a second step of developing deductive themes and theoretical
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concepts. This approach follows the analysis method aligned to a grounded theory
design (Gioia et al., 2012; Gehman et al., 2018).

The practical guidelines for the coding process described by Elliott (2018) were useful in
deciding how to assign codes to the text data, the number of codes needed and the
naming of codes. A detailed code book has been produced and provided as an appendix

to this research report.

Grand challenges, such as sustainability, are oftenmultifaceted and interconnected , with
non-linear relationships (Crane etal., 2018, Eisenhardt, Graebner, & Sonenshein, 2016).
Eisenhardtetal. (2016) state that “inductive methods...excelin situations for which there
is limited theory and on problems without clear answers”. An inductive analysis approach
allowed for the opportunity for novel ideas and new insights to emerge from the data.

The inclusion of a second stage of deductive coding and analysis contributed to forming
anintegrated understanding of the primary research dataand the theoretical frameworks
outlined in Chapter 2. Klag and Langley (2013) call this the “conceptual leap” inherent to
qualitative researchwhich “involves bridgingthe gap between empirical data and theory’.

The outcome of this combined inductive and deductive analysis is understanding and
insight that is rooted in empirical data and informed by existing theoretical constructs, as
envisaged in the pragmatic approach to grounded theory put forward by Timonen et al.
(2018).

4.9. QUALITY CONTROLS

There are divergent views on the most appropriate quality control criteria for qualitative
research. Some scholars such as Eriksson and Kovalainen (2016) argue that qualitative
research requires a unique set of definitions and quality controls. They propose the
concept of trustworthiness as a more appropriate measure of quality compared to the
scientific terminology typically associated with quantitative research. This approachtests
for dependability, transferability, credibility and confirmability in the research outcomes.

Authors such as Creswell and Creswell (2018), Morse (2015) and Morse, Barrett, Mayan,
Olson, and Spiers (2002) all argue for the retention of the scientific terms of rigour,
validity and reliability in qualitative research. They argue that validity and reliability are
processes that should be incorporated into the data collection and analysis, rather than
something applied post hoc. This ensures that issues impacting the quality and rigour of
the research are addressed throughout the research process (Morse et al., 2002).
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The banking sector in South Africa (excluding the emerging FinTech sector) tends to

adopt a cautious, formal and conservative tone due to it being a systemically important,

highly regulated environment. In line with the category tone, this research adopted the

scientific terms of rigour, validity and reliability and incorporated quality controls during

the research process — instead of the post hoc approach in testing for trustworthiness.

Figure 7 provides an overview of the approachesthat were taken to address quality in

the research.

Strategy applied Purpose of Description of the strategy Supporting
the strategy literature
Seeking out appropniate research participants (purpossful
Appropriate sampling) and an adeguate number of appropriate partscipants Morse & af
and suthcient Vahdity {sampling adequacy) led 10 data salurabion Saturabion means  —— (2002)
sample that the phenomenon was sufficently and completely captured in Morse (2015)
the data
Staying true to pasticipant phraseclogy in the coding process, Giola. Corley &
along with detaied notes on how code groups and hemes were o i 428,1?1
Addressing \ constructed from the initial coding supporied transparency in the !
A = akdity SHY FETRTAY . R : Creswoll &
researcher bas analysss process. The use of field notes aided the researcher Creswell (2018)
reflechon and acknowledgement of bias as # happenad. so that 4 ‘M('nse‘ {2015)
could be addressed on an ongoing bass
Ihick descriptions ococur when there 15 sufficsent data gathered,
Thick to the point where common issues start to emerge because the
descnptions Reliability data overlaps. Contextually the examples differed, but the =  Morse (2015)
X inherent issues or characteristic of the phenomenon were
consistent
Triangulation was acheeved using different dala sets, with the Gioia, Corley &
Validity & intent to enhance understanding of the phenomenan from Hamilton (2012)
Tnangulation Reliability differant perspectives. The findings of the different data sources Creswell &
were then tnanguiated 1o expand understandng, but aiso Craswell (2018)
corroborate findings from different perspectives Morse (2015)

Figure 7: Strategies adopted to ensure quality in the qualitative research

Source: Author’s own

4.9.1.Appropriate and sufficient sample

Sampling continued until data saturation was achieved (Morse, 2015). This was done to

ensure that there was sufficient and complete data reflective of the processes and

actions being explored. Figure 8 provides a view of the number of new codes generated

with each subsequent interview. Saturation in this research was reached after interview
11, when no further new codes were added.
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Figure 8: Unique codes generated per interview
Source: author’s own

In addition to sufficient data (through adequate sampling), the quality and validity of the
research data were impacted by the ability of the research participants to speak
knowledgeably about the topic. Purposeful sampling (Patton, 2002) was applied to this
research, in selecting participants based on their uniqgue knowledge base. Knowledge
was in the form of expert knowledge of the topic, as well as the professional experience
of participants in relation to the topic.

4.9.2.Addressing researcher bias

Three forms of researcher bias exist within the defined research methodology that
required ethical and practical consideration.

1) Firstly, inherent researcher bias existed in the philosophical stance that embraced
constructivismand interpretivism. The researchercould not separate herself fromthe
process as she was part of the social interactions that formed the basis of knowledge

creation (Hlady-Rispal & Jousion-Laffitte, 2014). A subjective view of the data was
therefore inherent to the research philosophy and practice of qualitative research.

2) Secondly, Gioia et al. (2012) note the researcher as a “knowledgeable agent” who
uses their knowledge to inform the analysis as it moves from the inductive to the
deductive phase. Timonen et al. (2018) viewthe researcher’s existing knowledge as
useful in focusing and streamlining what can be an exhaustive analysis process.
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3) The last form of bias worth noting resulted from the executive position that the
researcher holdsin the South African banking sector.

All three forms of researcher bias could be effectively mitigated through appropriate
gualitative practices and quality controls, which included the following:

1) To mitigate the inherent subjectivity of the qualitative research approach, a detailed
code book recorded the analysis process from raw data through to conceptual
thinking phase. This supported transparency in the analytical process and ensured
findings are grounded in the data (Chenail, 2012).

2) Tobalancethe value ofthe researcher’s existing knowledge of the sector and subject
matter, the researcher adopted a neutral stance to the interviewing process (Morse,
2015). Additionally, field notes helped the researcher avoid making assumptions

beyond whatthe data stated through a disciplined process of reflection, con solidation
of ideas and observations after each interview (Montgomery & Bailey, 2007).

3) Tomitigate the potential for bias based on the researcher’s position in the sector, two
steps were taken. Firstly, sampling for this study leveraged the researchers
professional network, while avoiding anyone with whom she had a direct reporting
line and/or direct influence. And secondly, the unit of analysis was set at the sector
level, rather than bank, to ensure the researcher could access participants from
across the sector and avoid asking questions that could be seen as anti-competitive.

4.9.3.Thick descriptions

According to Morse (2015), research quality is impacted by the number and
appropriateness of participants as this directly affects the ability to build a thick and rich
data set. By employing a purposeful, heterogeneous sampling strategy, the data was

varied and detailed enough for meaningful analysis. This yielded a rich data set.

Thick descriptions were achieved at the point of data saturation. This occurred when the
data started to converge around key codes and themes — and when subsequent
interviews produced fewer and fewer new codes, as the issues and ideas follow a
consistent pattern (Morse, 2015). Figure 4.2 illustrates the unique codes generated per

interview, with saturation being achieved at interview 11.

4.9.4.Triangulation

Triangulation is a useful strategy for assessing both the validity and reliability of research
(Gioia et al., 2012; Creswell & Creswell, 2018; Morse, 2015).
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Firstly, it helps build validity by expanding the understanding of the phenomenon studied
from various perspectives. And secondly, it enhances reliability by identifying consistent
themes from multiple inputs. Triangulationwas achieved throughthe inclusion of different
types of participants who represent different locations and orientations within the South
African banking sector. Thisincluded two different types of participants: participants from
banks who had professional experience and were knowledgeable about the action that
the sector is taking; as well as a subgroup of experts in the field of sustainability strategy
within the banking sector.

4.10. LIMITATIONS OF THE RESEARCH DESIGN AND METHODS

The research included both theoretical and practical limitations. Firstly, at a theoretical
level, qualitative researchis not perceived to be generalisable due to the small size and
construct of the sample (Creswell & Creswell, 2018). Transparency in the data
structuring process and detailed descriptions of the context and sample provided for
some degree of comparison and transferability.

Secondly, practical aspects of this specific research design and methodology presented
inherent limitations:

a) The research was based on one sub-set of the financial services sector (the banking
sector) — the ability to generalise findings to the broader financial services sector
and/or other sectors is not known.

b) The research was based on a sectoral view of the research problem, which would
not necessarily take into consideration company-specific internal dynamics.

c) Theresearch was conducted by a novice researcher who was not expertly trained.
A pilot interview was conducted where the researcher practiced her interviewing

skills, however it is understood that the lack of expertise may have impacted the
guality of the data collected.

The limitations do not negate the potential usefulness of the research. The sector-based
insights illuminated many barriers as well as potential enablers to increasing
sustainability action in the banking sector. These insights may contribute to the

development of collective initiatives or share standards to enhance sustainability action.
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CHAPTERS RESEARCH FINDINGS

5.1. INTRODUCTION

This chapter presents the findings from the research that was undertaken, using the
design and methods outlined in Chapter 4. A total of 13 semi-structured interviews were
conducted with research participants that covered a broad range of senior executives
within the South African banking sector. This chapter starts off with an overview of the
research participants. The subsequent sections are structured according to the
theoretical categories thatemerged from the analysis of the interviews.

5.2. GROUPING OF RESEARCH PARTICIPANTS FOR ANALYSIS

Eachresearch participantwas allocated to an analysis group basedon their perspectives
on sustainability and the factors that they said influenced this as indicated in Table 9.
This included what action they thought should be taken and what impact could be
achieved in the banking sector in South Africa. The analysis groupings also aligned
somewhat to the professional profileand proximity of research participants to the banking
sector — working within or consulting to the banking sector. This provided a useful
dimension for organising and structuring the data.

Table 9: Research participant profiles and groupings

Interview | Code | Profile Analysis
number group
1 AGS | Senior Director, reputation and social impact consulting, multi-sector | 1 - Expert
expertise
2 DVS Manag_ing Director, business strategy consulting, multi-sector | 1 - Expert
expertise
3 GGS | International sustainability consultant, banking sector expertise 1 - Expert
4 SBA Banking industry body representative, senior banker, ESG specialist | 2 - Institutes
5 ISD Sustainability advisor, senior banker, international forum member 2 - Institutes
6 TSI Sustainability advisor, part of international advisory group 2 - Institutes
7 RNF Chief Financial Officer, Bank 3 - Finance
8 MM Director at an investment management firm 3 - Finance
9 HBF Specialist in sustainability financing, Bank 3 - Finance
10 FAS Strategy Lead, Bank 4 - Banker
11 EAS Sustainability Head, Bank 4 - Banker
12 SRS Sustainability Head, Bank 4 - Banker
13 MSS Strategy Lead, Bank 4 - Banker

Source: Author’s own
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5.2.1.Analysis group 1—-Experts

Participants in analysis group 1 (Experts) were strategy consultants that have worked
across the African continent in developing business strategies in multiple categories.
Their responses to the survey were based on their expert opinions and analysis, rather
than professional experience of the sector. One of the Experts had previously worked in
the banking sector, but currently holds a position as an expert on strategy development
and consults internationally both within the banking sector, and more broadly.

Due to the nature of their expertise and vantage point from outside of the banking
category, they shared a very broad view of sustainability and sustainability action. They
tended to take a macro, outside-in view on issues, with a sense of urgency and
perspective thatis unencumbered by category conventions. They favoured innovative
and exponential ideas to accelerate change and drive sustainability action.

The responses from this group were treated as a discrete data set, which was
triangulated against the other three professional participantgroups in the analysis.

| am thinking very left field (DVS)
When | work with the construct of sustainability, it’s quite wide (AGS)

Showing the financial industry they can play a significant role. And it's not just the
NGOs, or government banks or otherwise, the private banking (sector) can play a
big roll. (GGS)

5.2.2.Analysis group 2 — Institutes

Participants in analysis group 2 (Institutes) were all members of voluntary organisations
that influence, advocate and provide advice on sustainability matters to multiple sectors.
Analysis group 2 emphasised academic and case study evidence as the foundation for
their advocacy and advice. The perspectives of these individuals were driven by a
combination of professional experience as senior managersin the sector, alongside their
exposure at a sector level to academic literature, case studies and other influencers.
They tried to bring a balanced view of inside-out pragmatic business considerations,
combined with a more idealistic outside-in macro view of the opportunity and
responsibility of the sector for taking action and being held accountable. They favoured
dialogue, facilitating collaboration across stakeholders and education as methods for

influencing and driving action.
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Until such a time that we actually say, in our own context and setup, how do we
want to play? Do we want to lead the industry in a certain way? And as banking,
Body X don't you want to apply more pressure and create a coalition for us to be
able to do this? So that we shift the playing field. (SBA)

We advocate for organisations to create economic value, which is the profit, and
create value for society and the environment (TSI)

We have to work together to come up with the solutions, and I think that the power
lies in the collective as well (VSV)

| actually gotto doresearch on shared value for a Master's paper that | was working
on... | was invited to sit on the steering committee, and then, you know, started
doing master classes, just to teach about the framework and the model
underpinning it (ISD)

5.2.3.Analysis group 3—-Finance

Participants in analysis group 3 (Finance) operate within the banking sector. Due to their
professional roles and areas of expertise, their perspectives were skewed towards
financial instruments as a solution to addressing sustainability outcomes. They
considered the full financial value chain— from shareholder, to business performance, to
financial products — as a mechanism for addressing the United Nations Sustainable
Development Goals. This group was also more likely to consider data, measurementand
reporting as key to moving the sector forward and encouraging greater action.

It will cost a lot to address, but not cost as much as the cost of not addressing it
(RNF)

I hope that in the next three to five years, we will have finally done the financial

modelling to model the impact of climate change on our books - so that that starts
to impact our decision making (HBF)

| think companies actually see the longer term drive, who the next emerging
customer is. It's not just the regulation, I think there's a big commercial rationale
for the shiftin behaviour aswell. And | think the combination of that, plus, it ramping

up massively on investors’ agendas, which wasn't the case two years ago. (MMI)

5.2.4.Analysis group 4 — Bankers

Participants in analysis group 4 (Bankers) were all senior strategy and/or sustainability
managers at leading South African banks. Their perspectives tended to be more
conventional, incremental and lower risk than the Experts in analysis group 1. Although
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they shared some of the intent to deliver impact that characterised analysis group 2 and
analysis group 3, their perspectives on howthis should be achieved were deeply rooted
in prevailing banking risk, compliance and regulatory frameworks. Theytended to favour
incremental change that considered the entire bank operating ecosystem, over
accelerated or disruptive change that could impact short-term business goals.

How are we going to make it happen here in the bank? That is where the bank’s
risk management framework will come into play (EAS)

Whatdoesitactually mean interms of loan exposure? What are the sectors? What
are the products? Whatare areas where I'm going to stop focusingon? What am |
going to start focusing on? What can | continue to focus on? (FAS)

We will make sure that there is compliance, as much as we are able to comply, so

as to make sure that we don't breach the rules as signed in the Paris Agreement,
the Equator Principles, and the World Bank rules. (MSS)

We're not charity organisations. We make money. But it's the how of what we do,
how we are building business that I'm talking about. | feel that it's possible to build
your business in the right way. You don't have to break your bottom line by doing
things the right way. (SRS)

Differences and similarities between the analysis groupings described in Section 5.2 are
included in the main discussion of the research findings. For the purposes of simplifying
the reporting of the research findings, the generic term “group” is used in the remainder

of Chapter 5 to refer to each of the aforementioned analysis groupings.

5.3. ANALYSIS OF THE INTERVIEW DATA

Two principles were applied to the interview data analysis, leading to the creation of
meaningfulthemes and theoretical categories. Firstly, the overarching researchquestion
of what is needed to shiftthe South African banking sector to a stronger position of action
on sustainability was addressed as a primary focus of the research findings. Through a
process of inductive coding and grouping of the data, a series of themes were identified
thataddressthe research question—consideringthe antecedents, barriers, enablersand

opportunities for action in the sector.

Secondly, the analysis also considered the key theoretical concepts that were identified
in the literature review in Chapter 2 as having an impact on sustainability action. This
included concepts relating to managerial orientation, organisation characteristics,
sustainability embedment and the type of sustainability action being taken. These
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concepts helpedto shape and structure the research findings through a deductive review
of the data in line with the existing body of knowledge. The resultant theoretical
categories drawn from the data addressed the research question as well as built on the
existing theoretical concepts. This aided in creating an integrated understanding of
sustainability action for the sector and which factors could contribute to enhancing action

on sustainability, as noted by Slawinski et al. (2017).

A total of 191 first level codes were identified from the 13 interview transcripts, which
were then further reviewed and grouped based on similarity of meaning and sentiment.
This yielded a total of 45 second level code groups. These code groups were mapped
into a matrix as illustrated in Figure 9 which consists of three dimensions — the research
sub-questions; the theoretical concepts aligned to Chapter 2; and additional categories
that emerged from analysis of the interviews.

On the left-hand side of the table in Figure 9, the research sub-questions have been
used to structure the data into four sequential subcategories. These include:

the nature of action in the banking sector as a benchmark for action;

the antecedents that need to be in place, for further action to be realised;

the barriers and enablers of further action; and

the benefits that could be realised, should the sector shift to a stronger position of
sustainability action.

Across the top of the table in Figure 9, the first four columns (in black) represent the
theoretical concepts identified in Chapter 2 as being key to driving sustainability action.
These include: managerial orientation, organisation characteristics, sustainability
embedment and type of sustainability action taken. Analysis of the interview data
identified an additional three categories which have been added to the matrixin the last
three columns (in grey). These include: influential stakeholders, sector dynamics, and
voluntary frameworks.
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Theoretical categories from the literature in Chapter 2

Sustainability
action

Management
orientation

Organisation
characteristics

Sustainability

embedment

Additional categories from the research findings

Sustainability
reporting does not
equal sustainability
action

Early stage action
and accountability

Preference for
collective action

Dislike self-
promotion

Global frameworks
are catalysts for
action

Enhanced financial
disclosures are
driving action

The sector needs a
first-mover catalyst

Sector bodies need
to take the lead

Fragmented
frameworks

Traditional, slow to
respond, slow to

change

Framework
consistency

Africa-specific,
contextual data

Actioninthe | ciponcial inciusion Sustainability is No appetite for Developed world has || Investors are driving
sector today || as the main form o complex patient capital an advantage ESG action
sustainability action
Facade of Multinational banks Regulation is not
CSl is not the incumbent practices balance multiple (yet) driving
answer and products challenges sustainability action
Antecedents Developing a social Mew risk and return Paradox of scaling Stable country and
to further conscience models new models inside economy
action old models
Transformational Government sets
leadership the sector dynamics
Shareholders
agitate for change
The antecedents,
barriers and Public activism is
enablers of growing
sustainability action
are described under External factors
each of the pushing sector
_________________ L remaining &
Barriers / categories Sustainability is not Partnerships to New value-creation Regulation, policy
Enablers of a leadership priority accelerate action and growth models and standards will
further action drive action
Board & Exco Increasing value Different business
profiles chain transparency models orientation
Organisation Mainstream product Embedded in
structure innovation business strategy
The benefits Addressing social Attracting & Leveraging banking Business and National growth and
of further inequality equipping talent relationships to shift society impact development
action sustainability action alignment
in other sectors

No specific benefits
highlighted in the
data

No specific benefits
highlighted in the
data

Figure 9: Mapping of code groups to theoretical concepts and research questions

Source: Author’sown
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Each section starts with a simple diagram that illustrates the code groups and themes
that underpin the theoretical category. This is followed by a brief discussion per theme
onthe key findings; in-case and cross-case analysis; triangulationbetween the core data
from the Professionals versus the Expert data; and ends with a theme conclusion.

The findings for each theoretical category are then summarised in a “research findings
summary table” at the end of each section. The summary table consists of two sections.
Section 1 shows the alignment between Professionals and Experts on each theme.
Qualitatively assessing the alignment between these two datasets is a form of
triangulation, which was identified as one of the quality controls for this research.
(Triangulation is discussed in Section 4.9.4 in further detail). Section 1 also shows the
cross-case assessment of alignment between the three Professional groups. This
assessment demonstrates where the views of banking sector professionals converge or
diverge. A system of Harvey balls is used to depict the key findings for each theme.
Section 1 uses three types of black Harvey balls. A full black Harvey ball indicates a high
degree of alignment with little to no difference noted, while a half-full black Harvey ball
indicates partial alignment with some differences noted. An empty black Harvey ball

indicates limited alignment, with substantive differences in views on a theme.

Section 2 of the research findings table considers the prominence of each theme, within
the three Professional groups. The theme prominence provides a qualitative view of
which voices were driving each theme. This shows where themes were niched within a
particular group of Professionals versus themes that had a common voice across the
banking sector. It also illustrates which themes were more prominent in a particular
theoretical category, versus themes that formed a limited part of the conversation.
Section 2 of the research findings summary table continues with the system of Harvey
balls, with three types of green Harvey balls used. A full green Harvey ball indicates the
theme was prominent with many mentions across participants within a group, while a
half-fullgreen Harvey ball indicates fewer participants with fewer mentions provided input
onthe theme. An empty green Harvey ball indicates minimal or no mentions of the theme

within the group.

5.4. FINDINGS FOR THEORETICAL CATEGORY 1: INFLUENTIAL
STAKEHOLDERS

The analysis of the interviews identified three themes that provide insight into the role of
stakeholders from outside the banking sector and how they directly impact sustainability
action taken within the sector. These themes were: the forces exerted by several groups
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of External Stakeholders; the role of Regulators in accelerating sustainability action; and
role that Government needs to play in setting the national agenda on sustainability
action. Figure 10 illustrates the code groups that formed each theme, which collectively
inform the theoretical category.

Theoretical category Themes Code groups

Investors are driving ESG action

External Shareholders agitate for change

stakeholders

External factors pushing sector

Regulation is not (yet) driving sustainability action

|
|
Public activism is growing |
|
|
|

Influential
kehold Regulators - - —— -
stakeholders Regulation, policy and standards will drive action
Government sets the sector dynamics |
Government

Stable country and economy |

[RINANARE]

National growth and development |

Figure 10: Influential stakeholders
Source: Author’s own

5.4.1. External stakeholders

5.4.1.1. Key findings

During all of the interviews, participants highlighted the role of external stakeholders in
directly influencing how the banking sector responds to sustainability issues. External
stakeholders typically have an impact via commercial levers that force the sector to
respond. One of the biggest levers of change is institutional investor choices that are
based on the sector’s sustainability action. As an Institute participant noted that
sustainability action is becoming a “...a pre-requisite for them to work with you — to
demonstrate that you actually have good sustainability practices in your organisation”.
Following this trend of ensuring financial flows have the right impact, shareholder
activism is also on the rise. There is a strong link between the issues that shareholders
place emphasis on, and how the sector responds. The sector is thus having to become

more deliberate about addressing sustainability action. As a Banker observed:

now someone is thinking about it because shareholders are asking about it. If
shareholders didnt ask...l doubt it is something that you would concentrate on.
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Public activism is a relatively new, but growing form of pressure on the banking sector.
As a Financial participant noted:

we tend to be a bit slower, but I do think it is coming. They went on to note that
there’s a huge shift...let's engage with this topic and get clients to engage with the
topic.

Thereisa sense that public activismin the sector is starting with the younger generation,
as another Financial participant noted that “younger consumers...value sustainability
much more than maybe previous generations did”. This shift in public awareness and
conversation on the topic of sustainability is starting to drive public activism as they start
“‘judging what companies do in society” (Institute). Growing awareness and activismisn't
just for show, as this is likely to have an impact on retail consumer product and bank
choices — which could impact business performance in the long run. As a Financial
participant noted, “...if you have a huge amount of our retail clients asking those

questions, Ithink that is pressure”.

In addition to the push frominvestors, shareholders and the general public, a number of
participants also noted the role of other organisations who are forcing the sector to
respond to sustainability action. There is a new generation of organisations within the
banking sector — especially “digital banks” and “fresh blood, newage banks”. They are
built on a new generation of operating models that are better aligned to deliver
sustainability action, than the traditional banks. And beyond the banking sector, there
are equally agrowing number of challenger organisations. Thisis giving consumers more
choice to deal with a company that can demonstrate sustainability action, thus placing
increasing pressure on the traditional banks within the sector to respond if they want to

remain competitive. As a Financial participant noted

And the other big challenge that we face is a competition from non-banks... the
competition is coming from all different angles and from people who do not have
the same regulatory rigour.

5.4.1.2. In-case and cross-case analysis

Analysing the data across participant groups indicated that there was general consensus
in the views on the growing pressure on the banking sector from external stakeholders.
All groups shared the view that these stakeholders are pushing the sector to shift the

level of sustainability action. Banker and Institutional participants were slightly more
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vocal about the pressure coming from institutional investors, whereas Financial
participants placed greater emphasis on the growing pressure from Shareholders.

As one Banker said, “Ithink investors are gonna ask these questions now — they want to
see where you are putting their money”. In a similar context, a Financial participant
placed emphasis on shareholder power in driving change when they said, “I think that
one of the levers is shareholder pressure and shareholder wants”.

Comparing this with the Expert group, the analysis found that they tended to agree with
the professionals on the role of shareholders, investors and the public in driving section
action on sustainability. As one Expertnoted, “...significantinterest frominvestors putting
money in the market, so a lot of them now looking at investing in banks... who do well
on sustainability”. They also acknowledged the role of new age banks within the sector,
but went further than the digital nature of these new organisations in recognising that
“the new banks will have product lines directly starting with common social priorities in

place”.

The Experts also placed greater emphasis on the high innovation pushes coming from
outside of the banking sector, such as “over-the-top players without infrastructure
dependencies” who are forging ahead with “new business models”. Additionally, Experts
were more likely to consider aspects such as the power of the media, digitisation and
social media in exerting pressure on the banking sector. As one Expert put it, “the
emergence and the uptake of social media in Africa...made people more aware of how

it should be, howit could be”.

5.4.1.3. Theme conclusions

Analysis of the interview data suggests that influential stakeholders play a crucial role in
pushing the banking sector to adopt a stronger position on sustainability and
sustainability action. This pressure is coming directly through commercial levers being
pulled by investors and shareholders, as well as growing public consideration for the
sustainability action within the sector. Additional pressure is coming from within the
sector in the form of new generation players that operate with different busines s models
and new generation thinking. The analysis also suggests that without this pressure from
influential stakeholders, the banking sector may lack some of the motivation to effect the
necessary changesin action on sustainability.

Experts and Professionals agreed that these influential stakeholders are placing
increasing pressure for the sector to respond with action on sustainability. Professionals
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are more likely to observe the immediate influences from close stakeholders, whereas
Experts are more likely to take a broader view — considering a wider set of both direct
and indirect influencers on the banking sector.

5.4.2.Regulators

54.2.1. Key findings

Analysis of the interview data highlighted the substantive role that regulation — and thus
the Regulators — has on howand what the banking sector does. As one Banker put it:

So | think regulation and some form of frameworks and some form of compliance
to reporting can go a long way, in helping...the sector complies with the

requirements. We definitely, begrudgingly so, but we do find a way to make sure
that we don't break the law.

The data from the interviews suggests that the sector responds in one of three ways to
regulation.

Firstly, there is pre-emptive action when regulation has a high likelihood of changing. As
one Banker noted:

you don't want to be on the front page of newspapers, because for reasons such
as you are completely disregarding these requirements, as much as they are
voluntarily, you have to comply with them.

Pre-emptive action is also seen as a way of managing the onerous process of change in
the sector. Another Banker gave insight into the background work required to prepare
the sector for regulatory changes when they noted “So this is where we are. Haven't
implemented ityet. Because it was two years of work to gethere.” This was in anticipation

of regulatory changes on the near-term horizon in the sector, in response to

a National Treasury technical sustainability paper where the disclosures and risk
management will follow into South African legislation soon - | think in the next two
years.

Secondly, there is the direct action based on compliance within existing regulation. One
Financial participantexpressed the link between regulation and sustainability action very
succinctly: “The regulators saying this is the role the bank should play, have to play.”
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And thirdly, there is the “wait and see” approach which is driven by immaturity of
regulation and/or lack of regulatory clarity. This lack of maturity creates an opportunity
for the banking sector to self-select what it does.

Your regulating bodies...will start play a role as they start to mature with regards
to enforcing the legislation, understanding the frameworks. (Banker)

When things are done, as and when we see fit, we are good at explaining what we
do andwhat we don'tdo. And if no one's gonnatell us thatit's actually the breaking
of the law, | can tell you, itis there. (Banker)

5.4.2.2. In-case and cross-case analysis

Analysing the data across groups, the Banker and Financial groups were leading the
conversation on the role of regulation in the banking sector. They were both cautious
and optimistic about the role that regulation can play in helping shift the sector on
sustainability action. On the cautious side, some expressed concerns about over-
regulation, with one Banker noting that if

you over-regulate this particular piece, I think we're going to end up the sort of knee
jerk reaction where the policies are going to take too long [to] embed.

On the optimistic side, many sawthe potential that regulation has to push the sector into
more action on sustainability. As another Banker noted:

The industry has so much potential to drive sustainability, if things are done within
the aspects of the law.

Participants in the Institute group had limited comments on regulation in general.
However, there were two cases of Institute participants with views that were quite
different from those expressed by Bank or Financial participants.

Firstly, the way in which Bank and Financial participants expressed their views on
regulation suggested they were recipients of it rather than actors in shaping it. As one
Banker put it, “the sector responds [emphasis added] very well to regulation”. In
contrast, one of the Institute participants felt that the sector should be taking a more
proactive stance oninfluencing and shaping regulation in support of sustainability action.
They said:

...everybody needs to come together and say, fine - this is not working. This is the
legislation that we have to change, and they've got to lob by for it.
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A second case of an outlier from the Institute group gave some insight into what may be
behind the relative immaturity in regulation on sustainability. Maintaining the status quo
on low levels of sustainability regulation allows individual banks to decide how and when
they choose to act, rather than placing an onus on the sector to collectively comply with
a prescribed standard of action. As they said:

Regulators are protectors of the sector, the shareholders and the investors are
going to change the sector... [the regulators are] not going to be thinking about
how they support the SDGs they want. But the investors and shareholders and
these big pension funds and institutional funds, if they don't start saying...we think
that SDGs are core to how we invest these funds...there will be no shift.

Experts tended to share common views with Bankers and Financial group participants.
They see regulation as “very important for a bank to flourish”. They are also aligned on
regulation being a push factor that can force the banking sector to take action on
sustainability. For example, one Expert noted how regulation can enable new business
models: “a regulatory line or dotted line somewhere that would have to flex’. They were
also aligned on the fact that too much regulation could force action into a compliance-
based process as “if it is regulated...l think that you know, the minute that that happens,
[it] is compliant, that [it] will go straight into the compliance box”.

5.4.2.3. Theme conclusions

Analysis of the interviewdata highlighted the role and importance of regulation within the
banking sector, as a lever for driving sustainability action. Furthermore, the analysis
showed that current regulationis not yet at the level of maturity to effectively push the
sector to more action; however, some organisations within the sector have taken
proactive steps towards action — especially where this is anticipated to become
regulation in the near future. Regulation also has the potential to hamper action, if it is

too onerous or prescriptive.

Participants in the Banker and Financial groups were most vocal about the role of
regulation and tended to have common views on this. Experts tended to have similar
views to the professionals. Outlier voices were specifically noted in the Institute group,
where alternate views on the role of regulation and how regulatory changes could be

effected, were noted.
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5.4.3.Government

5.4.3.1. Key findings

The systemic nature of banks is linked to the flow of money and brings with it a big
responsibility to play an active role in the country’s growth and development. A variety of
metaphorswere used by participants across the professional groups to describe this role
and the importance of it. It is life-giving in how it “effectively gives oxygen to liberating
the economies, as a platformthat helpsto connectthose that have excess cash, to those
that are in need of cash”. It is essential as the “engine for growth” and the “mechanism
that moves the economy to work”. And it has transformative power to “change the world

because everything starts and stops with the flow of money”.

Given the systemically important role of the banking sector to the national growth
agenda, Governmentis a critical stakeholder in helping to accelerate the pace of change
and drive sustainability action. Government plays multiple roles, including providing

” “ LI T]

“strong regulation”, “driving governance”, “[using] policy to create more or less

competition”, and setting sustainability as a strategic imperative.

5.4.3.2. In-case and cross-case analysis

Analysis of the data from interviews across the professional groups indicated broad-
based consensus on the role of Government as a highly influential stakeholder and
catalyst for change in the banking sector. This is reflected in the convergence on key
points raised by participants from across the groups:

...the role of the State and their policies will also have a massive role to play in
terms of what banks are mandated to get behind (Banker)

So the Pretoria person needs to constantly monitor that dynamic, and the elasticity
of being able to use policy to create more or less competition (Financial)

So if the banking sector were given the NDP for 2030 as a brief...what would the
banking sector’s response be? (Institute)

Similarly, Experts agreed that the banking sector plays a systemic role in supporting
national growth. As one Expert said, “| would like to see the financial services sector
really become a driver of growth”. They also agreed that Government plays a pivotal role
in setting the direction for the sector, with one Expert saying “I think...most of the

direction of the bank, is given by the government itself”.
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5.4.3.3. Theme conclusions

Participants from all groups, as well as Experts, agreed that the banking sector has a
systemic role to play in the national growth and development agenda for South Africa.
As with many other influential stakeholders, participants highlighted the passive role that
the banking sector adopts — where it responds to direction given, rather than leading and

advocating for specific actions that could support growth.

There is a reciprocal relationship between Government as an influential stakeholder and
the banking sector. Government is expected to provide direction, stability, policy and a
healthy competitive environment for the banking sector. In return, the banking sector
must respond with financial mechanisms and platforms that support the national agenda.
It would also need to work within the policy, priorities and competitive frameworks set

out by Government.

5.4.4.Theoretical category conclusions

Table 10 provides a summary of the alignmentand prominence of each theme within the

Influential Stakeholders theoretical category.

Table 10: Research findings summary table — Influential stakeholders

Alignment Alignment Pmmingnce within each
Theoretical Themes between across professional group
Category Experts & Professional
Professionals groups Banker | Financial Institute
External
stakeholders O O O O O
Influential
stakeholders Regulators o O @ @ ®
Government [ ] [ ] @) @) D
Key: Alignment between Experts and Professionals Key: Prominence to Professional groups
O Limited alignment / substantive differences Limited prominence/No mentions
O Partial alignment / some differences (D Moderate prominence/ some mentions
. High degree of alignment / little to no differences O High prominence / many mentions

Source: Author’s own

5.5. FINDINGS FOR THEORETICAL CATEGORY 2: VOLUNTARY FRAMEWORKS

The analysis of the interviews identified three themes that provide insight into the role of
voluntary frameworks in driving sustainability action. These themes were: the role that

frameworks can play as Catalysts for Action; the challenges with Imperfect Constructs;
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and the opportunities that Enhancing Measurement Integrity can have on sustainability
action. Figure 11 illustrates the code groups that formed each theme, which collectively
informed the theoretical category.

Theoretical category Themes Code groups

4‘ Global frameworks are catalysts for action
Catalysts for

action Enhanced financial disclosures are driving
action

Sustainability reporting does not equal
Imperfect sustainability action
constructs

Voluntary
frameworks

Framework consistency |

Enhancing Framework consistency |
measurement

integrity

]|

Africa-specific, contextual data |

Figure 11: Voluntary frameworks
Source: Author’s own

5.5.1.Catalysts for action

5.5.1.1. Key findings

Almost all participants made reference to at least one or more global framework or
standard as a catalyst for actionin the banking sector. The UN SDGs are central to many
of these frameworks, which then expand on principles for implementing and/or
measuring progress against the SDGs. The international profile and stakeholder
involvement in these global frameworks exert pressure on the banking sector to respond
to sustainability. As one Financial participant noted, “all of these types of things...exert
that additional sort of pressure”. Despite this growing pressure, it is unclear whether the
banking sector has fully grasped the importance of it. As one Institute participant
observed:

...If you've got no visionary taking it because it is not considered part of your
framework, or part of your building blocks as an organisation, you can actually
underplay it and under ball it significantly.

As these are all still principle-based and voluntary frameworks in Africa, factors that
impact the level of action taken are linked to the perceived commercial benefits,
stakeholder engagement and reputation management of each framework. From a
commercial perspective, participation in these frameworks is seen as part of creating a
competitive advantage — by enabling banks to attract investor funding, as well as grow
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new business where ESG (environmental, social and corporate governance) metrics are
starting to play a role. As one Institute participant said:

There are frameworks that allow you to report into, comply with, and adjust your
business models as a bank, so that you are able to attract investors and clients.

As influential stakeholders start to place increasing emphasis on sustainability, the
frameworks become a tool by which banks are assessed. Thus, public commitment and
public disclosure on performance against targets is becoming an important driver of
action across the sector. Failing to demonstrate progress and follow through on

commitments could have far-reaching reputation impact. As a Banker explained:

We signed up publicly on the 22nd of September last year [2019], to the Principles
for Responsible Banking. That was then taken up into our sustainability policy...
and we've got an AGM commitment... We are driving it from the United Nations
reputational repercussions that it [non-delivery] can have.

The interview analysis highlighted financial disclosures as one of the priority areas for
action drawn fromthe global frameworks — specifically in relation to task-force on climate-
related financial disclosures (TCFD). Many participants indicated this as an area of
growing action across the banking sector, with much of this action only starting very
recently. One Banker said, “three weeks ago, it was for the first time [that] we publicly
disclosed our TCFD].” While another Banker added: “I think from next year onwards, we
will see under the TCFD a lot of disclosure.”

The sector is using disclosure as one of the first steps towards action, as it sets the
benchmark and helps individual organisations set targets for improvement over time.
While much of the work is starting out at the individual bank level, the sector bodies are
being pushed to play their part in establishing goals and guidelines for the collective. As

a Banker observed:

I think from next year onwards, we will see under the TCFD a lot of disclosure, and
then we can see who is sitting on what. So then | think at the sector level, they can
be almost sector goals and sector guidelines [set].

5.5.1.2. In-case and cross-case analysis

Professionals from all three groups agreed that frameworks can be an effective tool in
shifting the sector to start taking action on sustainability. Experts also agreed with the
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role of frameworks to help shift action on sustainability. However, they were somewhat
more cynical in the effectiveness of this to date. As one Expert noted:

it depends on what the intention of the bank who was signing up, was...some
banks are doing this only for PR, creating an image in the short term.

5.5.1.3. Theme conclusions

Analysis of the interviews highlighted global frameworks as enablers of sustainability
actionin the banking sector. There is also some evidence to suggest that although action
is only at an early stage of implementation, there is growing momentum behind this —
especially in relation to climate-related financial disclosures. Although this only
represents one aspect of sustainability action —and is being driven by one specific global
framework (TCFD) — it does suggest that further work within the sector to adopt and

standardise other frameworks may help addressthe remaining pillars of sustainability.

The analysis also revealed broad-based alignment across professionals on the role of
global frameworks in the banking sector. Experts also agreed on their role, but were

slightly more cynical as to their effectiveness at this stage.
5.5.2.Imperfect constructs

5.5.2.1. Key findings

Global frameworks have been identified as catalysts for sustainability action in the
banking sector, as discussed in Section 5.5.1. However, they are not a panacea for
shifting the sector, as further analysis across the interview data highlighted the barriers

and pitfalls within the existing frameworks.

Firstly, just because there is reporting against a framework does not mean that there is
meaningful action happening. As one Financial group participantnoted:

everyone has these fancy, glossy booklets that look really pretty and you know,
butit's very hard to know how much you really internalise them, howyou prioritise
them.

Secondly, it is possible to frame the reporting in a way that focuses on the good news
only. This creates an unbalanced view of action in the sector and can mask areas of

weakness. As one Financial group participant stated:

we have people in the offices who run this big spreadsheet that just make the
numbers happen...they engineer what should be on this.
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This places the onus on stakeholders to interrogate the reporting beyond what is shown
— specifically looking at what is omitted. As one Banker explained:

As [an] organisation we'll talk about the measurement requirements that - not
because we're hiding - will project a specific field of view... But if you don't ask us
about probably things thatwe haven'tyet started to do, it is unlikely that we will talk
about those in a public domain - we will talk about where we have made progress.

Thirdly, the large number of disconnected reporting frameworks create confusion and
leave the door open for the sector to lag in their response to urgent sustainability action.
There are too many frameworks, laden with complex and varying acronyms with too
much flexibility on what banks can choose to report on (or not). A Financial participant
summed up the challenges with the current frameworks and measurement standards
well when they said:

One of the biggest challenges when it comes to sustainability is how do you
measure that it's sustainable? How do you knowthat it was the right thing? And
what is the metric that is used? And that answer doesnt exist. And there is no
standardised view at this pointin time.

5.5.2.2. In-case and cross-case analysis

Analysis of interviews across the professional groups found a common perspective on
the impact of inconsistent frameworks and reporting standards on sustainability actionin
the banking sector. There was agreement across the groups that reporting does not
directly translate into action. As one Institute participant noted, “...even if you have a
strategy...they write very well and position very well, but there’s nothing happening.”
Similarly, a Banker pointed to this gap between reporting and action: “we’re at a point
now where we’re starting to publish...not only promise to the world...putting our money

where our mouth is.”

There was equally agreementthatinconsistent frameworks and standards pose a barrier
to enhancing sustainability action.

...why the implementation may be quite slow - | think for me, | think quite a lot of
them are just way too much. (Banker)

There's a lot of subjectivity involved, there's a lot of how do you interpret it?
(Financial)
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...if you look at the sustainability reporting the way it is, there was no space to find
this causal effect - howyou can bring social, environmental and the economic side
together... (Institute)

Experts also agreed that reporting doesn’t necessarily lead to action. As one Expert

noted,

Reporting fatigue. It shouldnt end up being like this display of commitment or
intent, and not acting on it.

Similarly, Experts agreed that the fragmentation of frameworks is becoming a barrier to
meaningful action. An Expert captured the impact of the current approach, when they

expressed their frustration in working with inconsistent and fragmented frameworks:

[To] do a small piece like a materiality assessment, there are how many different
ways of doing that? And at the end of the day, it’s actually a fruit salad...you cant
compare this to this to this because they all have different departure points,
different frameworks.

5.5.2.3. Theme conclusions

The current fragmentation and inconsistency across global frameworks presents a
challenge to enhancing sustainability action in the banking sector. Flexibility in reporting
creates a gap between what is stated and the real levels of action or impact. Instead of
driving stronger action on sustainability, engineering existing data to fit within new
parameters takes some of the pressure off the sector for meaningful action. Similarly, it
creates the opportunity for banks within the sector to drive reputation off the back of

intent or partial action, rather than comprehensive action.

Experts and professionals both agreed that these challenges need to be addressed, if
the banking sector is to fully leverage global frameworks as an enabler of sustainability
action.

5.5.3.Enhancing measurement integrity

5.5.3.1. Key findings

There is a pressing need to create a common framework or set of guidelines for the
South African banking sector. This would help create a common approach to
sustainability across the sector, while still allowing each bank the freedom to choose

what action they take.

66



I think that the thing that industry most probably needs more than anything...is you
need standardisation and definitions. (Financial)

...as much as there is freedom, let there be freedom within this particular
framework so that as an industry we all work within it. (Banker)

If common standards for reporting are established, they will require some form of
independent governance or oversight to ensure that they are applied consistently. As
one Banker noted, ...untilwe geta body that actually starts to measure this, | think there's
going to be questions asked.

The final input to addressing gaps in the current frameworks is access to contextual
African data. A number of participants pointed to the fact that current models and targets
are set using data from European or developed markets. This poses challenges in
creating contextual targets for African markets. Additionally, the data that is available is
aged and not constructed in a format that aligns to the new sustainability measurement
and reporting frameworks. This impacts timelines for implementing standards, as it will
take time to compile, analyse and model local data in a way that aids the local banking
sector to move forward with a higher degree of confidence.

Data availability on Africa is exceptionally poor, especially when it gets to climate
scientific-relateddata. And we would find all forums we to go to, even the scenarios

they base it on, is European...that they base scenarios and pathways and
recommendations on. (Banker)

...the other big challenge - the integrity of the data, because it's very old, the bank's
information... at this stage, we can only disclose at portfolio level... it will take
probably another two to three years to getthrough all our data, and have really put
in the right buckets. (Banker)

I hope that in the next three to five years, we finally done the financial modelling to

model the impact of climate change on our book, so that that impacts our decision
making... (Financial)

5.5.3.2. In-case and cross-case analysis

Analysis of the interviews across the groups highlighted some differences. Banker and
Financial participants were far more vocal on this theme, compared to participants in the
Institute group who offered minimal comments on the topic.
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Experts tended to have similar views to those expressed by the Banker and Financial
participants. They acknowledged the work underway to close gaps and were eager to
see consistent standards implemented, as this would aid their analysis and engagement
with the banking sector. As one Expert noted,

... [there is] quite a bit of work happening internationally to try and bring everybody
onto the same page.

While another Expert suggested:

If everybody kind of backs the same framework and start analysing and reporting
in the same way, then people like me looking at the sector could [see]...a lot is
happening.

5.5.3.3. Theme conclusions

Analysis of the data from across the interviews yielded a number of common concepts
that collectively could enhance the integrity of measurement and related action within
the banking sector. These suggestions include: creating a common framework for the
banking sector to work within; establishing governance to assess the quality of action
linked to the framework; and developing Africa-specific data to inform target setting.

There was a good degree of consistency between the views of Experts versus
Professionals on this topic. Banker and Financial participants offered extensive
commentary on howto resolve the currentissues, while Institute participants were largely
silent on the matter.

5.5.4.Theoretical category conclusions

Table 11 provides a summary of the alignmentand prominence of each theme within the

Voluntary Frameworks theoretical category.
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Table 11: Research findings summary table — Voluntary frameworks

Alignment Alignment Pmmingnce within each
Theoretical Themes between across professional group
Category Experts & Professional
Professionals groups Banker | Financial Institute
Catalysts for
action D ® @ ® ®
Imperfect
Voluntary [ ® (@ | o | O
frameworks constructs
Enhancing
measurement . . O O
integrity
Key: Alignment between Experts and Professionals Key: Prominence to Professional groups
O Limited alignment / substantive differences Limited prominence/MNo mentions
O Partial alignment / some differences CD Moderate prominence/ some mentions
. High degree of alignment / little to no differences O High prominence / many mentions

Source: Author’s own

5.6. FINDINGS FOR THEORETICAL CATEGORY 3: SECTOR DYNAMICS

The analysis of the interviews identified three themes that provide insight into sector

dynamics and how they impact sustainability action taken. These themes were: the role

of Sector Body Leadership in shifting action within the sector; the role that a Catalyst for

Change can play in the sector; and barrier that Bank Complacency plays in holding the

sector back from taking more action on sustainability. Figure 12 illustrates the code

groups that formed each theme, which collectively informed the theoretical category.

Theoretical category Themes

Sector body
leadership

Sector
dynamics

Catalyst for
change

Bank
complacency

W]

Code groups

Preference for collective action |

Sector bodies need to take the lead |

The sector needs a first-mover catalyst |

The sector favours followers |

Dislike self-promotion |

Traditional, slow to respond, slow to change |

Early stage action and accountability ‘

Figure 12: Sector dynamics
Source: Author’s own
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5.6.1.Sector body leadership

5.6.1.1. Key findings

During the interviews, participants made reference to way in which the sector tends
towards collective responses to strategic issues. The limited competitive set in the South
African market is one factor that drives this. This results in high levels of inertia in the

sector and a tendency for the sector to move forward slowly on issues as a collective.

Banks in our part of the world are an oligopoly...few banks, so everybody has a
decent enough market share. (Banker)

Itis just very, very slow because you need to get consensus (Banker)

There was a broad call for sector bodies to take the lead, to overcome some of the inertia
in the sector. This leadership entails a number of key actions, starting with uniting the
sector behind a common goal of sustainability action. As an Institute participant
suggested, “Why don't we try and tackle one of them[sustainability issues] as a collective
and see if we can solve it?” The sector bodies need to assist in establishing frameworks,
guidelines and goals to help the sector move forward on sustainability action in a
coordinated and consistent fashion. And lastly, the sector bodies need to help establish
standards for actions, once they have been agreedto. As a Financial participant noted,
“[the] Banking Association has a role to play, especially around standardisation, on

reporting...and that sort of thing”.

As much as it can be hard to drive consensus across the major players in the sector,
collaboration and cooperation can also be a powerful tool in moving towards enhanced
actionif managed correctly. When sector bodies take the lead and rally members to work
collaboratively in bringing about change, this can become a powerful mechanism for
enhanced action. Some participants argued that this is the best way to address sector-
wide issues going forward. As one Institute participant commented:

we have to work together to come up with the solutions... everybody needs to

come together, BUSA etc. - everybody needs to come together and say, fine, this
is not working.

They further noted that

we've seen the shift from, from competitive leadership to collective leadership.
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5.6.1.2. In-case and cross-case analysis

Analysis from data across the different professional groups revealed a high degree of

consensus on idea that sector bodies need to play a leadership role. For example:

| would say yes...industry needs to lead (Financial)

...sector guidelines...that’s already what BASA is busy doing (Banker)

BASA [the Banking Association of South Africa], dont you want to apply more
pressure and create a coalition for us to be able to do this? So thatwe shift the
playing field... (Institute)

Unlike the Banker and Financial groups who were inclined to wait for the sector bodies
to tell them what to do, some of the Institute participants were concerned ab out the sector
bodies’ ability to deliver on these expectations. Perceived politics, egos and a lack of

innovation were some of the reasons for concernraised by Institute participants.

I think they [sector bodies] play...more of a regulatory role...Not the innovation
role. (Institute)

Becausethey are political. They'rea member organisation...they don't have a mind
of their own. They represent. (Institute)

It's the hidden agendas and the egos that...exists (Institute)

Analysis of the Expert interviews revealed very limited emphasis placed on the sector
bodies asa lever of shifting action on sustainability. They were more inclined to reference

other stakeholder groups and influences, than the sector bodies.

5.6.1.3. Theme conclusions

Analysis of the interview data highlighted the role of sector bodies in taking a leadership
role on sustainability action. This is born out of the need to overcome some of the inertia
and collectivist behaviour that typifies this sector. This role includes unifying the sector
behind a common set of goals, while supporting action with frameworks and guidelines
for execution. Collaboration and cooperation between the different sector players was
seen as a tool to create scalable action, although this needed to be done in a way that

doesn’t get stuck in consensus-seeking.

All the Professional participants agreed that sector leadership was important in shifting
action on sustainability. However, the Institute group were vocalin questioning the ability

of sector bodiesto actually do this. Politics, collectivismand lack of innovation were some
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of the issues raised by this group as barriers to sector leadership being a driving force of
change.

Experts did not highlight sector bodies as key to sustainability action. Experts placed
greater emphasis on other influential stakeholders (as discussed in Section 5.4) as key
enablers to increased sustainability action in the sector.

5.6.2.Catalyst for change

5.6.2.1. Key findings

Analysis of the interview data revealed the role of another kind of sector leader — that of
the champion or first-mover that could act as a catalyst for change. Unlike the Influential
Stakeholders, discussed in Section 5.4, who put pressure on the sector fromthe outside,
thisis a peer influencer fromwithin the sector. Peer pressure can be a powerfulinfluencer

of change in the sector, as one Financial participant noted:

Once you have a fewpeople, one or two, that start breaking...the mould and doing
things differently, it allows the rest to almost go down that path as well.

The sector catalyst plays two important roles. Firstly, they are able to overcome sector
inertia and take the first stepsin demonstrating whatis possible. Sector inertia is a critical
barrier to furthering action on sustainability. One of the ways that it manifests is as a
strong desire to maintain the status quo. And with that comfort in conformance, comes a
hesitancy to be a leader.

| sometimes think we are trying to place ourselves where everybody else is playing
and just going with the flow. (Banker)

...if they are not law as yet, we will do as much as we possibly can. It's not area
where you want [to be] a leader in the market. (Banker)

This tendency towards sameness in the sector, creates an environment where being
different can have a powerful impact on the collective. As one Financial participant put
it, “you almost always need somebody to buck to the trend. If nobody bucks the trend,
you just keep being the same.” The second thing that sector catalysts do, is to speed up
the pace of change. As an Institute participant noted, “I think the way to make it quicker
is that...you always need champions. You need champions that can drive things.”
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5.6.2.2. In-case and cross-case analysis

There was a high degree of consensus across the three Professional groups on the need
for a sector catalyst to emerge, if action on sustainability is to be accelerated. Institute,
Banker and Financial participants all agreed that a first-mover is needed to break the

sector inertia and speed up the shift towards stronger action on sustainability.

It's like taking that first step (Institute)
...the pressure points are what get us to even try to change (Financial)

Other banks are ahead of us, but we are catching up. You will see a lot in the next
couple of months. (Banker)

Analysing the Expert interview data showed that they agreed on the importance of a
sector catalyst to overcome the high inertia. As one Expert put it, it will take “thought
leadership” and willingness to “use his bank as a catalyst, mainly to show the other banks
in the country”. Similarly, an Expert noted that “when one bank does something unique
or essential, it won’t take long for the others to do the same”.

5.6.2.3. Theme conclusions

Analysis of the interview data revealed the role of a sector catalyst or first-mover in
helping to shift the sector to a stronger position of sustainability action. A first-mover
would be likely to exert peer pressure on the rest of the players in the sector to increase
their sustainability action, and make the shift at a faster pace.

There was consensus among the professional groups as well as the Experts on this
theme. They held common perspectives on the role of a first-mover or champion that can
act as a catalyst to fast-track change in the sector.

5.6.3.Bank complacency

5.6.3.1. Key findings

Analysis of the interview data suggests that there is a belief among professionals that
the banking sectoris notdoing as badly as it may seem fromthe outside, on sustainability
action. Although stillin its infancy stages and lacking in co-ordination across the sector,
there is a belief that the sector is moving in the right direction. As one Banker putit, “I'm
starting to see pockets of excellence come through”.

Based on this belief that the sector is already doing a lot, some participants in the

Banking group mentioned the importance oftelling the story of what the sector is already
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doing. They felt that there was too much attention placed on the gaps and not enough
on the contribution made to date. As one banker putit:

it's really to give a proactive narrative... howdo you make sure that [the] narrative

[that] is out there, actually speaks to the fact that these things are being
considered?

This internalised view of banks, combined with the high inertia of the sector, has a
tendency to lead to complacency and maintaining the status quo. The sector is geared
towards consistency and stability, thus making it slow to respond to change. This
consistency and stability have been strengths up to now in building predictability, trust

and ethical banking conduct. A Banker summed this up well when they said,

All [of] these aspects make the big machine to continue and do the basics of what
they do. If the enablers become technology, the banks will do technology. If the
enabler becomes sustainability, the banks will oblige. If the enabler becomes
marketing, the banks are obliged. Because all of those things are the key drivers
to us remaining core to what we were built to be.

5.6.3.2. In-case and cross-case analysis

Banker and Financial group participantswere far more positive than Institute participants,
when referencing the work already done in the sector as a demonstration of the sector’s
ability to change. One Financial participant observed,

[the] mind-set shifthas largely happened. I think theyve been sort of dragged there
to be honest...the writings on the wall.

And similarly, a Banker explained that

there is definitely that heightened focus on making sure that [business]

considerations on environmental and on social impact... [have a] net positive
impact.

In contrast, participants in the Institute group had very different opinions about the very
limited sector response to sustainability action. They were very critical of the current state
of action in the banking sector, with one Institute participant stating, “I think we are so far
behind the curve in terms of serving communities that it's an abysmal state of affairs for
me.” Another was equally scathing of banks in the sector that use ESG as a mechanism
to prove action, noting that “ESG is completely flawed, because people are just ticking

boxes.”
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Experts were also less likely to agree that the sector is already doing well. As one Expert
noted, “I think there are some shining stars emerging, but the sector as a whole is still

quite challenging”.

5.6.3.3. Theme conclusions

Analysis of the interview data revealed an internal belief of progress and good levels of
performance that prevail among some groups within the sector. This confidence in the
progress to date provided a rationale for the slow pace of change and furthering action
on sustainability. This suggested a lack of urgency and comfort with the status quo.

This theme was very polarising, as Bankers and Financial group participants differed
substantively in their views to those of the Institute and Expert groups. Bankers and
Financial group participants felt strongly thatthe sector was not being recognised for its
contributions to date and that there was work to be done in managing the narrative
proactively — making sure that the pockets of action are appropriately positioned as a
focal point of telling the story for banks. Participants from the Institute group, as well as
Experts, did notagree with this view and were far more focused on the gapsto be closed,

than the limited successes to date.

5.6.4.Theoretical category conclusions

Table 12 provides a summary of the alignmentand prominence of each theme within the
Sector Dynamics theoretical category.

Table 12: Research findings summary table — Sector dynamics

Alignment Alignment Prominence within each
Theoretical Themes between across prefessional group
Catagory Experts & Professional
Professionals | groups Banker | Financial | Institute
Sector body
leadership O O O O O
Sector Catalyst for
dynamics change . . o O O
Bank
complacency O O O O O

Key: Alignment between Experts and Professionals

O Limited alignment / substantive differences

(P Partial alignment / some differences

. High degree of alignment / little to no differences

Key: Prominence to Professional groups

Limited prominence/No mentions

CD Moderate prominence/ some mentions

O High prominence { many mentions

Source: Author’s own
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5.7. FINDINGS FOR THEORETICAL CATEGORY 4: SUSTAINABILITY ACTION

The analysis of the interviews identified three themes that provide insight into
sustainability action principles in the banking sector currently. These themes were:
Financial Inclusion as the main form of sustainability action currently in the sector; the
need to change the perspective of Corporate Social Investment (CSl); and Social
Inequality as key outcome of getting sustainability action right in the sector. Figure 13
illustrates the code groups that formed each theme, which collectively informed the
theoretical category.

Theoretical category Themes Code groups

Financial
inclusion

Main form of current action ‘

Sustainability
action

CSl C3l is not the answer |

1]

Social inequality Addressing social inequality ‘

Figure 13: Sustainability action
Source: Author’s own

5.7.1.Financial inclusion

5.7.1.1. Key findings

Financial inclusion and deepening financial access sit at the core of the banking sector's
reason to exist. As one Institute participant putit, “in the Financial Services Charter, that's
the reason for existence for the bank”. Diverse views on exactly what this means and the
type of action required from the banking sector were noted across the interviews;
however, almost all participants were aligned in including this as part of the sustainability
mandate for the sector.

Financial inclusion must extend beyond access to a banking account and the ability to
transact. The first part of “inclusion” is fairly well addressed in the South African market,
as an Institute participant explained:

So we don't have a financial exclusion problem. Most people are bankable. Most
people are banked, most people have access to financial products... if you want
access to financial services, you get it. Because of the MasterCard, deal with
SASSA, [that] is financial inclusion.
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To shift from basic access, to a more sustainable view of financial inclusion, requires a
number of changes. Participants highlighted three principles that they felt would extend

financial inclusion in line with sustainable outcomes. Theseincluded:

e the shift from access to an account, to considering the needs of under-served
communities;

e the shift from providing products and services, to dealing with extended financial
literacy and skills development that equip consumers to sustainably manage their
finances; and

¢ the shift from doing what is legal, to including equity and justice within the financial
equation.

The focus of the banking sector needs to shift to deepening access to products and
services beyond a transactional account, which will enable progress and meaningful
participation. A common point around this was the need for the banking sector to find
solutions for fringe and/or previously under-served groups. Increasing competition,
especially from new digital bank entrants, is forcing the traditional banks to reconsider
their role in serving these segments — not only as part of their inclusion and access
mandate, but as part of their future growth strategies. For example, a Financial
participant explained this expanding view of financial inclusion as a business growth and
societal imperative:

The R20 billion that [big banks] are sitting with has created a little bit of
complacency... when they [policy makers]challenge us, we have no choice, but to
now start thinking about the township economy... So now it begins to push us into
looking more and more of those that are left out... doing all manner of things that
society wants me to do, because I'm helping society, but I'm helping myself.

There was a viewamong a nhumber of participants that the mandate of financial inclusion
needs to be extended beyond the provision of basic services and products, when
considered through the lens of sustainability. Sustainable banking needs to consider
financial literacy in its fullest extent — helping customers and communities to thrive. This
includes dealing with some of the systemic issues around basic financial management

that many South Africans lack. As an Institute participant explained,

the fact that people are living beyond their means, don't have long term
investments, people are ill prepared for emergencies, et cetera, et cetera.

This broadening definition of financial inclusion starts to consider equity andjustice within

the equation — protecting the most vulnerable from those who hold the most power,
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introducing fairness into equation, making the system more transparent and
approachable. As these Bankers explained, this includes both social and environmental

justice:

But those most wulnerable, who have no voice, get to be the ones who bear the
brunt of all these things that benefit economically everyone else except
themselves...And if we dont have checks and balances across stakeholders.. the
wulnerable of our society become ultimately the losers in the process. (Banker)

The challenge that we face is that the environment doesnt have an appropriate
representative to actually make sure that...its best interests are look ed after the

same way your investor community or your client communities are looked after by
an ombud. (Banker)

5.7.1.2. In-case and cross-case analysis

A review of the interview data across professional groups revealed a high degree of
commonality between the views from Banker, Financial and Institute participants on
financial inclusion as a key pillar in sustainability action. Bankers tended to focus more
on the balance of power in big transactions, considering equity and justice as part of the
equation. Financial participants’ priorities were nuanced more towards the growth in new
market segments. And Institute participants focused more on extending financial literacy
constructs to deal with systemic issues of savings, indebtedness and such like.
Irrespective of their orientations, they all agreed thatthere is a need to move beyond the
traditional scope of financial inclusion and to start embracing broader constructs that

support sustainable outcomes.

Experts equally agreed that financial inclusion is core to what the banking sector must
deliver on, and that the constructs within financial inclusion need to evolve. Experts
spoke about “democratising finance”, which aligns with the need to address under-
served communities. They talked about a focus on “financial well-being”, which mirrors
the shift in financial literacy to deal with systemic issues to ensure customer progress.
And they considered a “situation that is mutually beneficial or interrelated” thatinherently

incorporates a sense of equity and justice.

5.7.1.3. Theme conclusions

Analysis of the interview data highlighted the importance of financial inclusion as a core
mandate for the banking sector. Participants from all groups expressed the viewthat the
current definition of financial inclusion needs to be broadened to incorporate sustainable
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development principles. The banking sector would need to review its actions in light of
the expanded definition of financial inclusion. Three shifts were identified from the

interviewdata:

¢ The shift from access to an account, to considering the needs of under-served
communities;

e The shift from providing products and services, to dealing with extended financial
literacy and skills development that equip consumers to sustainably manage their
finances; and

e The shift from doing what is legal, to including equity and justice within the financial
equation.

There was broad-based alignment across professional and expert groups that financial
inclusion needs to be expanded within the context of sustainable development. Experts
and professionals were aligned on the key principles; however, there were nuances in
how this should be achieved across the Banker, Financial and Institute groups.

5.7.2.Corporate social investment

5.7.2.1. Key findings

CSI was not an extensive point of discussion, with a limited number of participants
considering this within the realm of sustainability action in the banking sector.
Participants who did mention CSI were more likely to mention it in the context of
marketing or sponsorships, than a core part of delivering on sustainability action in the
sector. Some of this separation between CSI and sustainability action may be due to
ongoing confusion about the various concepts. As an Institute participant observed,
“...this huge confusion [between shared value], corporate social investment, corporate

social responsibility, or philanthropy.”

Another reason for separation is the perceived limited effectiveness of CSI in dealing
with societal issues. Some participants felt that CSI creates dependency, rather than
enabling sustainable progress. This is exacerbated by the fragmented and inconsistent
programmes across the sector — dealing with micro, in-the-moment issues rather than
addressing the systemic nature of societal issues in South Africa. As one Banker put it:

...CSlis almost like a tick boxtype of exercise that we do, every company has got

a CSI programme of some sort. And, what we do is thatwe wear our branded t-
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shirts, go to this event, bring the cameras with us, paint the wall and say ‘Look, this
business is painting a wall, we are doing so well’

And lastly, the most often mentioned view by participants, was the link between CSland
marketing. Unlike sustainability action which was seen as something that should be
embedded in day-to-day business activity, CSlremains on the periphery and more likely
to have a direct link to a marketing objective, than business outcome. As one Financial
participant put it:

So, we do recognise that CSl there is no direct linkage to that revenue line. But if
it is aligned to their marketing and the brand building, it begins to translate to the
revenue line.

And a Banker similarly agreed, when commenting:
...there’s lots of programmes...And it is converted into a marketing exercise.

5.7.2.2. In-case and cross-case analysis

There were a minimal number of participants who mentioned CSI as part of the
discussion sustainability. However, there was alignment between the Financial and
Banker participants on the role and nature of CSI as is currently seen in the banking

sector. None of the Experts provided any input on this topic.

5.7.2.3. Theme conclusions

CSI was not broadly included in the sustainability conversation, with only a limited
number of participants commenting on it. While there may be some confusion between
the different types of action that companies take, in general CSl is seen as something
separate to action on sustainability. It was seen to have limited impact due to the
fragmented, programme-style activities observed in the banking sector. This leads to a

closer link between CSI and marketing, than CSI and sustainability action.
5.7.3.Social inequality

5.7.3.1. Key findings

As a theme, social inequality appeared in some interviews as a component of
sustainability. There is an awareness within the banking sector that a just and equitable
society is needed for business and communities to success. However, this awareness is
not necessarily translating into focused action within the broader sustainability agenda.
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The COVID-19 pandemic was cited as something that has amplified inequality and
systemic societal issues in South Africa— and Africa at large. This impact touched on a
number of areas where the banking sector should be playing an active role, but don't
seemto be leading at present. Aspects such the ongoing gapsin financial literacy among
vulnerable groups; increasing indebtedness that consumers are poorly equipped to
manage; and the continued presence of opportunistic and unethical financial players
outside of the formal banking sector. The banking sector is not seen to be actively
engaging on these challenges, as one Institute participant put it: “I think COVID was
probably the one lived experience by South Africans that banks are useless.”

Participants acknowledged that it is critical for the banking sector to adopt a more active
role in addressing social inequality as part of their sustainability action plans. As a Banker
noted:

there's definitely pressure for the industry to ensure that whatever we do delivers
net positive results - whether societally, whether environmentally, whether
economically.

Not only is this the right thing to do, but it is also a business imperative. As one Financial

participant explained:

And 1 think that we have to focus on it to maintain our own financial system,
because | do think that there is a risk around the more inequality there is, the more
injustice there is, you somehowreach a point where there's a tipping point - where
you can go it's like social collapse. And | think that that is an incredibly scary point
that the financial sector broadly speaking should be very aware of.

5.7.3.2. In-case and cross-case analysis

Participants from all three professional groups made reference to social inequality as a
key and growing area of concern that needs to be addressed through appropriate
sustainability action in the sector. Some of the required action links back to other themes
such as Financial Inclusion (as discussed in Section 5.7.1), but also touches on the need
for a more focused and intentional intervention by the banking sector on key societal

issues.

Experts equally agreed that sustainability action must address social inequality as part
of its core mandate and action outcomes. Experts expressed concern about the broader
impact of COVID-19, describing it as a “sentinel event” that would require a

comprehensive reset of thinking and action.
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5.7.3.3. Theme conclusions

Analysis of the interviews highlighted social inequality as a key theme within the context
of sustainability action. Most participants felt that the banking sector was not adequately
considering socialinequality within the sustainability agendaand there was roomto drive
social action, alongside that of environmental action, if proper progress is to be made.
The COVID-19 pandemic has exacerbated many of the factors that contribute to social
inequality and the banking sector needs to put focused effort into appropriate action —
especially in areas that are closely aligned to the sector — if they are to enjoy sustainable

business growth in the future.

Professionals and Experts both agreed that a key outcome of sustainability action in the
banking sector should be a reduction in social inequality.

5.7.4.Theoretical category conclusions

Table 13 provides a summary of the alignmentand prominence of each theme within the
Sustainability Action theoretical category.

Table 13: Research findings summary table — Sustainability action

Alignment Alignment Prominence within each
Theoretical Themes between across professional group
Category Experts & Professional
Professionals | groups Banker | Financial | Institute
Financial
inclusion . . O O O
Sustainability
etion csi No data ® Q) Q)
Social
inequality . . ® (:D CD

Key: Alignment between Experts and Professionals Key: Prominence to Professional groups

O Limited alignment / substantive differences Limited prominence/No mentions

O Partial alignment / some differences (D Moderate prominence/ some mentions

. High degree of alignment / little to no differences O High prominence / many mentions

Source: Author’s own

5.8. FINDINGS FOR THEORETICAL CATEGORY 5: MANAGEMENT ORIENTATION

The analysis of the interviews identified three themes that provide insight into the role of
management in the banking sector currently. These themes were: Leadership
Engagement on the sustainability agenda; Transformational Leadership that is needed
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to drive sustainability action; and the need for Empowered People to follow through on
the actions flowing from management decisions. Figure 14 illustrates the code groups
that formed each theme, which collectively informed the theoretical category.

Theoretical category Themes Code groups
Lcadership 4{ Sustainabilty is complex ‘
engagement 4{ Sustainability is not a leadership priority ‘
|| Transformational leadership |
Management Transformational 4{ Developing a social conscience |
orientation leadership
4‘ Board & Exco profiles |
Empowered 4‘ Organisation structure |
people 4{ Attracting & equipping talent |

Figure 14: Management orientation
Source: Author’s own

5.8.1.Leadership engagement

5.8.1.1. Key findings

Analysis of the interview data revealed two factors that impact the extent to which
leadership engage with sustainability. Firstly, participants observed that it is a complex
subject with many unknowns — thus making it difficult to be definitive and provide
accurate data to guide business decision making. It requires a lot of education to get
stakeholders to understand and then buy into key constructs within sustainability, as one

Banker pointed out, “it is such a long process to educate on the matter”.

In practice, this means that some senior leaders would rather defer accountability to
teams, than deal with the complexity and ambiguity of sustainability. An Institute
participant explained this by way of an example of a conversation they had with an
executive leader: “...thisis becoming unwieldly, it’s too big, this whole portfoliois too big.
And he [executive leader] had no appetite for it.”

Secondly, participants said that sustainability action lacks a strong position on the senior
leadership agenda. ltis seen as a very importantreporting line, but beyond the reporting,
there is little to suggest that sustainability action has fully integrated into the priorities of
leadership in the sector. As a Finance participant put it:
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[it] is interesting...to see how high on the agenda it aligns. The banks arent
particularly great at disclosing all of the detail around it, but in terms of KPIs for
senior execs...that ultimately gives you a very good gauge as to where it sits in the
overall corporate priorities.

5.8.1.2. In-case and cross-case analysis

Interrogating the interviews of different professional groups showed good consistency in
views and experiences across Financial, Banker and Institute participants. They shared
common perspectives on the complexity of sustainability. Equally, they felt that
leadership inthe sector are not taking ownership of the sustainability agenda beyond the

reporting outputs.

Experts agreed with the points raised by professionals and were vocal about the need
for senior leadership to elevate sustainability to the highe st priority in the sector. They
further emphasised the need for collective, senior ownership of the sustainability agenda
to drive further action by the sector. As one Expert put it:

... think the only time that [sustainability action] changes, is when the whole Exco
owns it...if it's just one or two people...I think it’s diluted and set to become a
reporting issue in perpetuity.

5.8.1.3. Theme conclusions

Experts and professionals agree: for sustainability actionto be accelerated in the banking
sector, it needs to become a senior leadership priority. Currently, there is limited
evidence to suggest that sustainability is fully integrated into the senior leadership
agenda. The results in sustainability remain a reporting priority, with limited engagement
by senior leadership beyond this point. In its extreme form, senior leadership may
delegate responsibility to teams belowthem so as to avoid having to come to terms with

this complex subject.
5.8.2.Transformational leadership

5.8.2.1. Key findings

Participants across all groups highlighted the need for transformational leadership within
the sector, ifthere are to be shifts in sustainability action. Thetransformational leadership
needs to bring a social conscience to the sector and embrace the power of diversity as

a catalyst for change.
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For a number of participants, there was a growing sense of importance and urgency to
bring back humanity, ethics and morals to banking. Collectively, these characteristics
talk to a growing social consciousness within the sector, but particularly at a senior
leadership level where some participants felt that there was limited care in the system.
As a Finance participant implored, “Please, could this lead come from the top? Please
care more? Please, please, please, could you care more?” A social conscience means
that organisations across the sector are managed responsibly, with ethics and empathy.
This has the potential to move sustainability action from compliance to a choice. As one
Banker putit, “...don’t just do it because we have to, do it because it is the right thing to
do.” This is not a natural state for leadership in the banking sector, where decision
making is rational and based on sound financial and economic principles. It requires
leaders to engage with the more qualitative aspects of sustainability. As a Financial
participant observed, “...sustainability is such an important component because it realy

is a way of bringing the consciousness — the humanity — into the hard-core capitalism.”

Embracing the power of diversity and brining in fresh thinking is one way in which new
leadership qualities can be brought into the sector. A number of participants were critical
ofthe lack of transformation and diversity in the sector, especially at the senior leadership
level. As an Institute participant commented, “Have a look at the board...age-wise,
transformation-wise, gender equality...I think in 90% of our Boards, it doesn’t exist.” But
when diverse voices are given a seat at the table, organisations and the sector as a

whole, will flourish. As a Banker explained:

We hire accountants and we hire business people into our institutions. And these
are people that think in a specific way. Maybe we need a different type of thinking
in this environment, people that are gonna advise us better around some of the
business decisions that we're making. People that are going to assist us in making
better decisions for increased sustainability as well.

5.8.2.2. In-case and cross-case analysis

Participants fromthe Institute and Financial groups were more likely to share views on
this theme, versus the Banker group where comments were very limited. There was a
fairly high degree of similarity between the Institute and Financial participant views on
what facets of transformational leadership are needed to help shift the sector.

Experts were the most vocal on the topic of leadership. They agreed with professionals
on the key issues of diversity and social conscience. However, they also added an
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additional dimension to the discussion, expressing the need for strong vision in order to
drive sustainability forward. As one Expert said,

| think the biggestingredientthat | have observedisthe vision of the leader. Unless
there’s a top down approach, this think will never happen.

Equally, Experts called for a sense of urgency, asking leaders to take a bold stand and

help change the sector. As one Expert explained:

...[the sector needs] bold leadership, people with new ideas coming in and shaking
up the system, people pushing back on the regulator, people trying new
partnerships...

5.8.2.3. Theme conclusions

Participants described some of the qualities of transformational leadership needed to
create the right environment for sustainability action to be prioritised in the banking
sector. There is a need for a leadership style that considers morals, ethics and humanity
to balance the rational constructs of pure capitalism — shifting the culture of the sector to
one that considers more than just the financial implications of key decisions and actions.
And there is a need to embrace diversity as a way of bringing in the fresh thinking and
new leadership styles at senior executive or Board level, that will help foster the right

environment for sustainability action to grow.

Experts and professional were aligned on these two primary facets of transformational
leadership, adding vision and boldness to the leadership qualities needed in the sector.
Experts were particularly outspoken on the role of leadership and the shiftsin leadership
styles to create the right environmentfor sustainable action to follow.

5.8.3.Empowered people

5.8.3.1. Key findings

An important facet of shifting the banking sector on sustainability action, is empowering
people to take the necessary action. While the non-human aspects such as structure,
products, risk management, propositions and products are animportant part of enabling
sustainability action, the choice to act starts with people. As one Financial participant put
it, “behind all these organisations are just people and people make decisions and
people's decisions can be changed”.
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Participants noted three things that could createthe right environment for people to make
decisions in favour of sustainability action in the sector. Firstly, participants noted the
impact that organisation structure — and the location of the sustainability action mandate
within this — can have on the type and quantum of sustainability action taken. Where it
sits in finance teams, the solutions tend towards financial product solutions. Where it sits
in Citizenship teams, the solutions are more likely to focus on social impact action. If it
sits in Risk, the solution is disclosure and risk management. Participants suggested that
to achieve a more holistic outcome, ownership needs to sit with the executive leadership
as a collective — to ensure it is embedded in all parts of the organisation. A Banker

explained:

But because we aren't measuring it, we aren't rewarding people for it, we're
probably not doing it to the full extent that we could...it's almost a psychological
barrier, in focus, more than anything else...The big executives have got lots of
things to stress about, so they will concentrate on those who shout the loudest.

Secondly, participants shared the need to equip and enable staff across the rest of the
structures to ensure action flows from the boardroom decisions. As a Financial
participant put it:

You might find that talking to me as an executive taking big decisions on that side
the bank is very different from talking someone who is on the receiving side of

those [decisions]. Why? Because sometimes these big conversations that take
place in the boardroom do not translate all the way back to the organisation.

Broadening staff engagement, knowledge and understanding of sustainability can help
to create scale and consistent action. As another Financial participant observed,
managing this change process across organisations in the sector is going to be a

challenge:

I think how banks manage...their own staff engagement through that process is
goingto be the balancing act. Ithink that’s the thing that's probably slightly tougher.

And lastly, participants spoke about the challenges in attracting and retaining the right
talent that will meet the future needs of the banking sector. They pointed to the growing
role of organisation purpose that is infused with strong sustainability orientations as an
enabler for attracting a younger generation of talent. As a Financial put it:

... [there is an] opportunity to use purpose, which has the ability to encompass
sustainability at its very heart as...an internal catalyst.
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5.8.3.2. In-case and cross-case analysis

A limited number of professional participants from the Institute and Financial groups
discussed people factors as part of shifting sustainability action in the sector —there were
no meaningful contributions from Bankers on the subject. However, the views across
professional groups tended to align around the common theme of locating the
sustainability action mandate at a senior leadership level, so that it becomes
incorporated into all areas of the organisation. The role of equipping and enabling
broader staff, and also using purpose to attract the right staff, were factors specifically
put forward by participants from the Financial group.

Experts shared similar views as professional participants — however, they tended to
include more discussion around structure, ownership and people enablement than
professional participants. As one Expert noted when reflecting on the impact of structure
and sustainability mandates:

| look at the people within an organisation with a mandate to deliver this
[sustainability action] piece. And their relative importance and position within that
organisation. They are still on the outskirts circling.

The impact of this, as another Expert observed, is

...it becomes about the KPIs of that department, not about the mobilisation of the
organisation [for] delivery.

5.8.3.3. Theme conclusions

Organisation structure, and specifically where the sustainability action mandate sits
within the organisation, can play an important part in creating the right context for
enhanced and holistic action. In addition to placing the mandate at the right level within
organisations inthe banking sector, equipping and enabling staff to followthrough on the
intended action is important. Without appropriate levels of understanding and
engagement across the talent pool, scale and consistency in action may be impacted.

Professional and Expert participants agreed on key aspects of this theme, while Experts
were more likely to go into greater depth of discussion about mandates, structures and

equipping.
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5.8.4.Theoretical category conclusions

Table 14 provides a summary of the alignmentand prominence of each theme within the

Management Orientation theoretical category.

Table 14: Research findings summary table — Management orientation

Alignment Alignment Prominence within each
Theoretical Themes between across preofessional group
Category Experts & Professional
Professionals | groups Banker | Financial | Institute
e o o @ @ @
engagement
Management Transformational
orientation leadership O . O O
Empowered
e ® D @ D

Key: Alignment between Experts and Professionals

O Limited alignment / substantive differences

O Partial alignment / some differences

. High degree of alignment / little to no differences

Key: Prominence to Professional groups

Limited prominence/No mentions

(D Moderate prominence/ some mentions

O High prominence / many mentions

Source: Author’s own

5.9. FINDINGS FOR THEORETICAL CATEGORY 6: ORGANISATION
CHARACTERISTICS

The analysis of the interviews identified three themes that provide insight into the

organisation characteristics needed to enhance sustainability action in the banking

sector currently. These themes were: the barriers to action due to focusing on Stable

Profits; the need for New Profit Models to support sustainability action; and the

opportunity to leverage Trusted Relationships within the sector to drive sustainability

action.

Figure 15illustrates the code groups that formed eachtheme, which collectively informed

the theoretical category.

89



Theoratical category Themes Code groups

No appetite for patient capital ‘

Stable profits

Facade of incumbent practices and products ‘

Organisation New profit New risk and return models ‘
characteristics models Mainstream product innovation ‘
4‘ Partnerships to accelerate action ‘

Trusted

relationships Leveraging banking relationships to shift sustainability ‘

‘ Increasing value chain transparency ‘

Figure 15: Organisation characteristics
Source: Author’'s own

5.9.1.Stable profits

5.9.1.1. Key findings

Analysis of the interviews revealed a dependence on reframing existing product and
service frameworks as a way of addressing sustainability action in the sector. While
many participants spoke about innovation and new thinking, the outcomes of this were
tweaks on existing investment instruments or product suites rather than fundamentally
new ways of addressing sustainability. This practice seemed to fit well within the
conservative and highly inert category context, where incremental change is preferred.
As an Institute participant observed, “everybody is dabbling on the first pillar [of shared
value]...they are rethinking their products...” The result is products and services that
continue to generate profits, but with minimal impact.

One ofthe underlying factors that preventfurtherinnovation is the importance of retaining
current profitability parameters. Banks expect to achieve sustainable outcomes, while
continuing to use established financial models. They are not able to factor impact and
long-term growth returnsinto models that are designed around short to medium-term

horizons with predictable returns. As an Institute participant explained:

Don' [only] look at your credit models, dont look at your returns. I'm saying look
at the entire picture, because that's the lens you are supposed to apply.
5.9.1.2. In-case and cross-case analysis

The discussion on this theme was driven predominantly by Finance and Institute
participants, with minimal input from Bankers. Institute participants were more likely to
call for substantive changes to the current profit orientation, while Finance participants
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tended to focus on incremental changes within the current product constructs as a
mechanism for achieving impact.

There were no comments from Experts on this theme.

5.9.1.3. Theme conclusions

Participants agreed that there are barriers to shifting sustainability action in the sector
due to the perpetuation of existing financial models and views on profit. There is still
limited appetite for considering alternative profit outcomes and a strong preference for
remaining within the parameters of conventional product lines that protect profitability in

the short term.

Finance and Institute participants were the main contributorsto this theme, although they
had slightly differing views on the scale of change required. Experts did not contribute to

this theme.
5.9.2.New profitmodels

5.9.2.1. Key findings

Participants from across the groups mentioned the need to recalibrate the sector’s profit
models, in line with a more sustainable future. As an Institute participant said:

I'm not saying banks mustnt been profitable, they obviously need to make a good
margin. But somehow, if you restructure the financial model of what would make
for a profitable bank.....

Two ways in which the profit models could be recalibrated include: a review of risk and
return models, alongside more productinnovation in line with sustainable outcomes. Any
changesto the risk and returns models in the sector will require stakeholders to shift
towards a longer-term view and a willingness to accept financial returns that are
discounted by the impact they achieve in society (or the environment). As a Financial
participant observed:

So you nearly have to create like a new credit process or new things for these
types of organisations to get funding and, and channel funding in that direction.

However, market support for this kind of recalibration is limited. The over-riding driver is
still to maximise returnsin predictable ways —this hampers the sector’s ability to be really

innovative.
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I mean, if | was to go to our liquidity providers and say I'm going to be backing
some social entrepreneurs, they will look at me and say, when can | pull funds out
as quickly as possible? (Banker)

There will never be a conversation inthe banking sector thatdoesnot have areturn
on investment. So on that basis, when you try and pick up this agenda...what I'm

asking at this point is that your return is 50% of what you'd have expected of your
capital. (Institute)

...If one takes a slightly longer term timeframe, we think we can still get good
returns out of it. But it's difficult to know with any certainty... (Financial)

Productinnovation thus becomes an easier pathway to address sustainability outcomes,
while maintaining some of the expected and familiar financial models. Participants
observed that much of the current product innovation is coming from the Corporate and
Investment Banking (CIB) environmentwhere there is a natural fitwith project and sector
funding that can support sustainable outcomes — especially environmental sustainability
outcomes. As a Financial participant explained:

...there's a drive internationally and locally for innovative ESG products - if we can

call them that. So that's kind of your green bond, your social bonds, your
sustainability-linked loans - these are things that exist, that are already in use.

But there are questions about the efficacy of the current product innovation pipeline in
achieving real impact. As a Financial participant explained:

| also have some issues with some products like green loans and green bonds...Im
not so sure how much...they actually changing a company’s behaviour and how
much it really is just patting somebody on the back for good things they did in the
past.

5.9.2.2. In-case and cross-case analysis

Analysis of the interviews revealed that Bankers were more likely to favour incremental
product innovation that could work within existing models, with some adjustments. This
enabled Bankers to continue delivering on profit expectations, while still fee ling that they
are taking some action on sustainability. Financial participants were slightly more inclined
to explore new avenues for growth, with adjustments to existing time horizons or return
models — albeit notdisruptive, itwas still a more expansive view than Bankers expressed.
Institute participants were more inclined to expect the market to adjust their expectations
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on margins to adopt an integrated view of profit plus impact. They were also more
inclined towards bigger changesin models and products, than the other two groups.

There was no meaningful contribution from Experts on this theme.

5.9.2.3. Theme conclusions

Participants agreed that something has to change in the current sector profit models, if
substantive shifts in sustainability action are to be realised. However, one of the barriers
to change is the limited market support for disruption to existing risk and return models.
This results in most of the action being taken within existing product and financial model
constructs, producing incremental benefits that have yet to prove their ability to drive

substantive change.

Financial participants held a more progressive view, citing the need for much more
change to models to enable meaningful action and outcomes. Bankers on the other
hand, were more reticent for disruption and favoured product-led actions that were
contained and predictable in their outcomes. This theme did not come up in the Expernt

interviews.
5.9.3.Trusted relationships

5.9.3.1. Key findings

Participants identified an opportunity for the banking sector to leverage its trusted
stakeholder relationships as a way to effect downstream sustainability action. Many
believed that it was difficult for the banks themselves to drive massive action on
sustainability, but they saw the opportunity to influence clients, and even other sectors,
to take the necessary action that could have a big impact on sustainability going forward.
As an Institute participant explained:

| would say banking is not a predominant player in the driving or supporting or
enabling the SDGs... They can provide the infrastructure and the platform to
enable the delivery of certain SDGs. So they are like a facilitator.

This facilitation role encompasses three key components, as described by participants.
Firstly, it is the unique ability for banks to connect different stakeholders with common

needs and vision, to achieve sustainable outcomes. As a Financial participant stated:

...one of the most important and key roles that the banking sector plays is that it
connects all the major players in industry and in the economy.
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Secondly, the banking sector has the ability to leverage client relationships to ensure
that downstream, the funding that they provide is driving positive outcomes. As one
Banker putit:

We really have to satisfy ourselves that we are helping organisations to growthe
economies in a manner that would deliver net positive results socially,
environmentally, as well as economically. So you might call it the [client]
pressure...

And thirdly, the banking sector has the ability to start driving transparency across the
value chains in support of sustainable outcomes. Participants did acknowledge that this

is something that will take time to fix. As a Financial participant observed:

...through incredibly complicated supply chains...weVve created an amazing ability
to completely disconnect the impact of our actions, with our actions.

Driving greater transparency across the value chain is an important facet of enhanced
financial disclosures and thus growing in importance to the banking sector. A Banker
asked this question:

How do you drill it [funding] down through the value chain...who are we on
boarding? What are we really funding?

5.9.3.2. In-case and cross-case analysis

This was not a prominent theme among professional participants. However, therewas a
good degree of alignment across groups on the opportunity for the banking sector to
leverage their trusted relationships to effect sustainability outcomes.

This theme did not emerge in the Expert interviews.

5.9.3.3. Theme conclusions

The banking sector is in a unique position to leverage its trusted stakeholder
relationships to effect sustainable action. This offsets the limited directrole that the sector
can playin driving SDG outcomes. Participants fromall three professional groups agreed
that the sector is better equipped as a facilitator rather than directagent of change. The
facilitation role includes: creatingmeaningful cross-stakeholder collaboration; influencing
how funding is used to achieve sustainable outcomes; and helping to create greater
transparency across value chains.

Experts did not mention this theme.
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5.9.4.Theoretical category conclusions

Analysis across the interviews revealed that the prominence of organisation
characteristics as a consideration in driving sustainability action at a sector level was
lower than most of the other theoretical categories. Experts did not comment
meaningfully on these themes and conversation among professionals tended to centre

within one or two groups, rather than a prominent discussion point across groups.

Table 15 provides a summary of the alignmentand prominence of each theme within the

Organisation Characteristics theoretical category.

Table 15: Research findings summary table — Organisation characteristics

Alignment Alignment Prominence within each
Theoretical . between across professional group
Category Experts & Professional
Professionals | groups Banker | Financial | Institute
Stable profits No data O (D (D
Organisation New profit
characteristics models No data @ @ @ ()
Trusted
relationships No data o D (] D
Key: Alignment between Experts and Professionals Key: Prominence to Professional groups
O Limited alignment / substantive differences Limited prominence/No mentions
C. Partial alignment / some differences CD Moderate prominence/ some mentions
. High degree of alignment / little to no differences O High prominence / many mentions

Source: Author’s own

5.10. FINDINGS FOR THEORETICAL CATEGORY 7: SUSTAINABILITY
EMBEDMENT

The analysis of the interviews identified three themes that provide insight into the role of
sustainability embedment as a lever to enhance sustainability action in the banking
sector. These themes were: the Multinational Complexity that South African banks face
in operating across multiple African markets; the need for New Business Models to
support sustainability action; and the need for a Strategy Reset acrossthe sector to drive
sustainability action. Figure 16 illustrates the code groups that formedeach theme, which

collectively informed the theoretical category.
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Theoretical category Themes Code groups

Multinational banks balance multiple challenges |

Embedded in business strategy ‘

Strategy reset

Multinational
complexity 4‘ Developed world has an advantage |
4‘ Paradox of scaling new models inside old models |
Sustainability New business 4{ New value-creation and growth models |
embedment models
4{ Different business models orientation |

Business and society impact alignment |

Figure 16: Sustainability embedment
Source: Author’'s own

5.10.1. Multinational complexity

5.10.1.1. Key findings

Four out of the five biggest banks in South Africa are multinational organisations — with
operating footprints that extend across multiple African markets. All of these banks have
head offices domiciled in South Africa — thus adopting South African regulation,
governance and sector practices as the basis for their thinking on sustainability as a
Group. Asone Banker explained, “...because Bank Xis a South African [domiciled] bank,
that is where the company registrations act would put us and governance...”

As all ofthe Banker participants observed, a blanket approach to sustainability and action
is not possible when you are considering such a highly diverse operating context. As a
Banker put it, “...sustainability when you look at it outside of SA might look extremely
different compared to within SA.” It thus becomes a balancing act of finding common
goals and themes for action, while still applying a local lens on what is most important in
each market. Another Banker explained:

So we looked at the African agenda, we looked at the national development plans,
we looked at what the United Nations was doing from international point of view,
we looked at ourlocal peer banks, we looked at international peer banks. And then
we looked at what we are doing currently as a bank.

Another factor that complicates the approach to sustainability action within the South
African banking sector, is the balance of power between developed and emerging
markets. As discussed previously, much of the data used to inform frameworks and
principles for sustainability action are driven by Northern hemisphere models (section
5.5.8). These models and associated goals don’'t necessarily take into consideration the

very different context in Africa — and South Africa. This creates a tension between
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adopting global frameworks and goals, and applying this within a local and regional
context. Participants observedthatitis much easier for a developed market’s banks to
draw a hard line on funding particular sectors or adopting aggressive goals. The banks
in these markets have access to more diversified client bases which gives them more
leeway to take stronger action. Participants also noted that the prioritisation of
environmental action is driventhrough a European lens, while social sustainability action
— especially in light of the COVID-19 pandemic — requires significant attention in South
Africa and the broader continent. And lastly, participants pointed to the difference in
access to resources that drive development between Europe and South Africa. As one

Banker put it:

...it’s actually a bit disingenuous for developed economy to push through clean
energy, where as they developed their economies through the efforts and the
sweat and the resources that were exploited in the continent...they are not going
to find all these gaps in infrastructure development that is required in the
continent...

5.10.1.2. In-case and cross-case analysis

This theme was driven predominantly by Banker participants — there were minimal
comments from Institute or Financial group participants.

Experts, on the other hand, did weigh in on this theme and were aligned in recognising
the need for differing approaches between emerging and developed markets.

Maybe in a developed, a 3 year target or goal would be very good and feasible. So
they might have the PRB 2023 goals. But maybe a bank in an emerging not be
able to, so they may focus on 2025.

5.10.1.3. Theme conclusions

Participants agreed that operating as a multinational bank in Africa poses many
challenges in embedding sustainability and driving action. The diverse needs, differing
stages of development and access to resources require a balancing act in what and how
sustainability action is taken. This creates multiple tensions between doing what is
needed fromsustainability action, versus the reality of local market needs and conditions.
South African domiciled multinational banks have to balance the agenda of the local
banking sector versus the diverse needs of stakeholders across their African operating

footprint and globally.
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5.10.2. New business models

5.10.2.1. Key findings

Participants identified the need for changes to business models in the banking sector as
a key enabler of sustainability embedmentthat can driver greater action. As one Institute
participant said, “...turn the business model upside down, our current capitalist system
and business models don’t work...” However, participants were keen to point out that to
achieve this type of disruptive change, poses several challenges to the banking sector.

The banking sector is struggling to understand the implications of sustainability on
business models. The nature, the scale and the implications of disruptive changes are
not something that the inert and conservative banking sector is naturally comfortable
with. As one Financial participant put it, “...the bank [sector] is very good at doing what
we know. And it’s very, very bad at doing new things.” Thus, changing large scale, very
successful businesses for something that is new, unproven and uncertain poses
significant threats. As another Financial participant observed:

we [need to] try to transition the old guys into something slightly better. But on the
other hand, you need to create space for this new kind of animal to come to life,
because maybe, then it will replace these old ones.

While change is hard and many participants felt uncertain as to how the banking sector
would actually achieve this, they pointed out that the starting point could be in seeking
new ways of creating value and sustained growth within current sector constructs. There
are two factors that participants pointed to, that could contribute to deeper sustainability

embedment. Firstly, it requires a shift in orientation, as a Financial participant said:

the shift from value extraction to value creation...l prefer [value] co-creation,
because | dont think that you get to create value all by yourself.

And secondly, it is embedding sustainability into everyday business activity, as a way of

scaling impact. As a Banker pointed out:

| feel that it's possible to build your business in the right way. You don't have to
break your bottom line by doing things the right way .../ don’think there's anything
that stops us from doing the right thing.
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5.10.2.2. In-case and cross-case analysis

Participants from the three professional groups tended to agree on the need for new
business models to support better sustainability embedment and action. Institute
participants were more likely to recommend disruptive and radical changes, while Banker
and Financial participants suggested incremental changes that could work within the

current sector business constructs.

Within the Expert group, only one participant spoke aboutthe disruptive changes needed
in the banking sector business model to achieve the required action levels on
sustainability. The Expert was more aligned to the disruptive change that Institute
participants want, than the more conservative levels of change that Professional
participants expressed. However, the Expert expressed concern about the feasibility of
this happening within the traditional banking sector. As this Expert said:

...thatis the challenge, right? Howdo you convince the accountants of that, unless
you show it on a small scale pilot...that it can do what is previously seen as
impossible or never gonna happen...[buf] it will be very difficult to prove value in
this kind of model. That’s the paradoxin that it should be the future. But it cant be

because it cant scale under the current business construct...l dont think you can
do it inside of the current banking system.

5.10.2.3. Theme conclusions

Analysis of the interviews highlighted the need for substantive changes in business
models that result in deeper sustainability embedment and action within the sector.
Although seen as important, a number of challenges exist in achieving the ideal
outcomes. The sector may be averse to substantive changes that impact the profits that
they generate, thus more incremental changes may be a more palatable way forward.
Core to thatis a shift in perspective to value creation and “doing the right thing” as an
ethos that underpins what the sector chooses to do.

Experts and Institute participants were more inclined towards disruptive changes,
arguing for a complete overhaul of the current models to achieve substantive change in

business orientation and embedment of sustainability .
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5.10.3. Strategy reset

5.10.3.1. Key findings

Not only must sustainability be embedded in the business model, but participants equally
pointed to the role of embedding it within the business strategy. Sustainability is not a
separate strategy, but rather an integrated component of the various facets of the

business strategy. As a Finance participant explained:

So we've got these four work streams that we will have to integrate quickly for next
year, with all these different views.

This will ensure that sustainability forms part of the action that all stakeholders across
the business take. And one Institute participant suggested:

...you needto getthe sustainability manager, the shared value manager, the CFO,
the CMO, the strategist, the CEO...you need to get them all in the same room...

Integration is only the first step. When sustainability is embedded within the business
strategy, it has the ability to change the orientation and framing of business objectives.
As a Banker explained:

There are committees across the whole group, which are looking at our day -to-day

activities and really putting a focus to it [sustainability]. And already, we've seen
shifts in thinking, lots of shifts in decisions.

As strategy is reset and businesses in the sector re-orientate themselves towards
sustainability, participants said they feel that there would be greater consciousness of
the social and environmental impact of business activity. This should lead to better
strategic choices — in what banks in the sector do and what they choose to stop doing.
As another Banker put it:

And even if we've goton the climate side, we still funding bad things - we can show
on the positive side we contribute to renewables, sustainable bonds on the social
side, so that that's got offsets, yes.

5.10.3.2. In-case and cross-case analysis

Analysis of the interviews across the different professional groups showed a high degree
of alignmentin views and prominence of strategy as an enabler of sustainability action.
Participants all agreed that sustainability needs to sit at the heart of strategy, and from
there, it will influence action acrossthe sector through various facets of business.
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Experts were less directly vocal on the topic of strategy embedment, compared to the
role of the business model discussed in Section 5.10.2. Within the limited comments
made, Experts did seem to align with Professionals on the importance of a business

strategy that has sustainability embedded. As one Expert noted:

...one piece that defines the business and the commitment to society...that
inculcation of impact in the core business...

5.10.3.3. Theme conclusions

Participants agreed thatintegration of sustainability within the core business strategy can
be a powerful enabler of sustainability action. The integration means that normal
business activity across the organisation considers sustainability at its core, and key
business choices are made with sustainability as part of the consideration parameters.
Professionals and Experts agreed on this principle for success, although Experts were

less vocal on the matter.

5.104. Theoretical category conclusions

Table 16 provides a summary of the alignmentand prominence of each theme within the
Sustainability Embedment theoretical category.

Table 16: Research findings summary table — Sustainability embedment

Alignment Alignment Prominence within each
Theoretical Themes between across professional group
Category Experts & Professional
Professionals | groups Banker | Financial | Institute
Multinational
complexity . . O <D
Sustainability MNew business
embedment models O O O O
Strategy reset ® L @ @ @
Key: Alignment between Experts and Professionals Key: Prominence to Professional groups
O Limited alignment / substantive differences Limited prominence/No mentions
O Partial alignment / some differences (D Moderate prominence/ some mentions
. High degree of alignment / little to no differences O High prominence / many mentions

Source: Author’s own
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5.11. SUMMARY OF THE RESEARCH FINDINGS

The research findings, based on the analysis of the data from the 13 interviews, were
documented in this chapter. The findings were summarised and then reviewed across
the three professional participant groups, as well as triangulated against the expert group
as part of the quality controls for this research. A total of seven theoretical categories
were defined, each containing three themes that were identified through deductive
analysis of the 45 code groups. The findings were reviewed against two parameters: the
prominence of each theme within the professional groups; and the degree of alignment
between experts and professionals and alignment between the three professional

groups.

While prominence helps in understanding who the leading voice (or voices) on each
theme is, the uniform nature of the sector resulted in 10 out of the 21 themes having
consistent prominence across groups (where there was data). There were only two
themes where the levels of prominence across the three professional groups all differed:
empowered people, and multinational complexity. In Chapter 6, both of these groups are
compared against the existing literature.

The review of the research findings on the basis of alignment yielded a number of
differences. Three themes had substantively divergent views, namely: regulators, sector
body leadership, and bank complacency. A further four themes were indicated with
partial alignment between groups, these were: external stakeholders, catalysts for
action, transformational leadership, and new business models. These three groups are
compared against the existing literature in Chapter 6. (The theme of empowered people
met the criteria for inclusion under prominence and is therefore not mentioned here

again.)

A summary of the findings for the professional and expert groups is provided in Table
17. Themes that are dealt with in Chapter 6 are highlighted in red.
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Table 17: Summary of research findings

SECTION 1: ALIGNMENT SECTION 2: PROMINENCE

: Alignment between | Alignment across PEHEIEES Wil CEei
Theoretical . professional group
e — Themes Experts & Professional
Professionals groups Banker | Financial | Institute
External stakeholders O O ‘
Influential
stakeholders Regulators
(5.4
Government

Catalysts for action

O)
D
O)
@)

Voluntary
frameworks Imperfect constructs ‘ ‘ ‘ ‘ ‘
(5.5)

Enhancing measurement integrity

Sector body leadership

Sector
dynamics Catalyst for change ‘
(5.6)

O|@C]|e |0 |00

Bank complacency

Financial inclusion

Sustainability
action Csl ‘ No data |
(5.7)

Social inequality

Leadership engagement

0]19|©||0]0||0||0] ©0|0||0]10|0|0

0@ 0|00 |00 0|06 00 00 000«

Management

orientation Transformational leadership O | | | O ‘

(5.8)
Empowered people O (D
Stable profits No data (D

Organisation i ‘ | ‘ ‘ ‘ ‘

L New profit model N

characteristics ew profit models o data O CD
Trusted relationships No data CD CD
Multinational complexity . O

Sustainability | ) | | | | ‘ ‘ ‘

embedment New business models D @) Q)
Strategy reset ‘ . | ‘ O ‘ O ‘ O ‘

Key: Alignment between Experts and Professionals Key: Prominence to Professional groups Key: Theme selection
(O Limited alignment / substantive differences Limited prominence/No mentions rThem%s_tatlken
orward into
O Partial alignment / some differences CD Moderate prominence/ some mentions Chapter 6
@ High dearee of alignment / little to no differences @ High prominence / many mentions

Source: Author’s own
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CHAPTER 6 CONCLUSIONSAND RECOMMENDATIONS

6.1 INTRODUCTION

This chapter discusses the nine themes identified in Chapter 5 as having meaningful
points of difference in alignment or prominence in the research findings. The main
findings are compared and contrasted with the key concepts from the literature reviewin
Chapter 2. This process is designed to help answer the main research question: What
is needed to shiftthe South African banking sector, to a stronger position of sustainability
and action? The findings of the research help to understand what the antecedents,
barriers and enablers of sustainability action are in the banking sector

Chapter 6 continues with the structure adopted in Chapter 5, using the theoretical
categories that were mapped against the concepts from the literature review in Chapter
2, as well asthe additional categories thatemerged from the research findings. Five of
the seven theoretical categories contained themes that were identified for further
discussion.  These include: influential stakeholders; voluntary frameworks; sector
dynamics; management orientation; and sustainability embedment. In addition to the
discussion of each theme, comparison between the Experts, Professionals and literature
will provide a further point of triangulation to enhance the validity and reliability of the

research as discussed in Section 4.8.4.

6.2 DISCUSSION OF RESULTS FOR CATEGORY 1: INFLUENTIAL
STAKEHOLDERS

Organisations have to consider the needs of multiple stakeholder groups when deciding
howto respond to sustainability issues (Wannags & Gold, 2020; Schalteggeretal., 2019;
Ghosh et al., 2017; Porter & Kramer, 2011). This category considers two influential

stakeholder groups that were identified at the end of Chapter 5 for further discussion.

As mentioned at the end of Chapter 5, categories and themes were selected for further
discussion based on meeting one of two criteria: where the level of prominence differed
across the three professional groups; and where there was limited alignmentin views
between Experts and Professional groups. Within the influential stakeholder category,
two themes were identified as meeting at least one of these criteria: external
stakeholders and regulators. This s highlighted in Table 18.
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Table 18: Themes discussed in category 1: Influential stakeholders

A"gnment A'ignment Pmmingnce within each
Theoretical R between across professional group
Category Experts & Professional
Professionals groups Banker Financial Institute
External
stakeholders O O O o o
Influential
stakeholders Regulators o O @ @ (]
Government . . O O CD
Key: Alignment between Experts and Professionals || Key: Prominence to Professional groups D
O Limited alignment / substantive differences Limited prominence/No mentions Themes
O Partial alignment / some differences CD Moderate prominence/ some mentions || discussed in
@ Hign degree of alignment / Iittle to no differences || @ High prominence / many mentions Chapter 6

Source: Author’s own

6.2.1 External stakeholders

Participants highlighted a number of stakeholder groupsthat have an influential role in
driving the banking sector to take action on sustainability. The fir st stakeholder group,
which was considered to have the most direct and strongest influence on the banking
sector, was investors and shareholders. Participants observed growing momentum
among shareholders for greater sustainability action in the sector. While this group may
impact action over a longer term, institutional investors were seen to be leveraging their
financial power to actively drive urgent action on sustainability. Although there were
differences between Banker and Financial group participants in who they believed to be
most influential, all agreed that these two stakeholder groups exerted substantive
pressure on the sector to increase sustainability action.

Comparing this to the literature, it was noted that there were differences in how
stakeholder influence was considered. The literature generally considered stakeholders
in three clusters: those with a financial bearing on the organisation; social stakeholders;
and lastly stakeholders representing environmental needs (Wannags & Gold, 2020;
Schaltegger et al., 2019; Ghosh et al., 2017; Porter & Kramer, 2011). Responding to
and balancing the needs of these different stakeholders was identified as inherentin the
considerations and trade-offs related to sustainability (Wannags & Gold, 2020). The
literature also acknowledged the need to prioritise stakeholders, in order to build a clear
business case for sustainability. However, in thisinstance, the influence of shareholders

was deemed to favour the economic outcomes of the business over social or
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environmental needs (Schaltegger et al., 2019). While the literature reflected the fact
that multiple stakeholder groupscan impact sustainability action, the role of shareholders
and investors was deemed to favour the economic performance of an organisation over
the sustainability impact that it was achieving. Thusthe findings from this research may
indicate an emerging shift in sentiment and expectations of traditionally commercially-
orientated stakeholdergroupsin the banking sector —and thus an extension to the extant
literature.

A second group of influential external stakeholders identified by participants was the
general public. Participants noted that while still in its infancy in South Africa, public
activism was not a new concept and was common in developed markets. Similarly, the
literature pointed to the role of public pressure as an important factor in driving
sustainability action — especially in the banking sector (Jamali & Karam, 2018; Forcadell
& Aracil, 2017; Contreras et al., 2019). Thus the research findings are congruentwith

the literature on the role of public pressure as a catalyst for sustainability action.

The last group of influential external stakeholders that participants identified included
alternate, high innovation and digitally-led service provides unencumbered by the
constraints of traditional banks. These players appear within the formal banking sector
as well as in other categories, where they are not subjected to the same levels of
regulation and compliance as the formal sector. Experts in particular, sawthe impact of
these external organisations as placing pressure on the traditional banking sector to

accelerate change and adopt greater sustainability action.

Comparing this to the literature, the role of innovation was identified as a key enabler of
enhanced sustainability action across a number of constructs. Innovation was identified
as an enabler of new opportunities to create value for all stakeholders as an outcome of
an embedded and strong sustainability (Santos, 2012; Ghosh et al., 2017; Porter &
Kramer, 2011; Evans et al., 2017). Additionally, the literature also pointed to the role of
external agents as being influential in changing sector dynamics, especially where
deeply engrained management practices in mature organisations at central locations
within a sector showresistance to change (Hafenbradl & Waeger, 2017; Slawinski et al.,
2017). While the literature acknowledges the role of innovation and external agents as
both being importantin driving change within a sector, itdoes not explicitly connect these
two constructs. Rather, the literaturetreats innovationas a characteristic of organisations
who are successful in adopting sustainability action, while treating external agents as a
separate construct without qualifying whether they need to be innovative or not. The

findings from this research could potentially extend the discussion on the role of
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innovation as not just an organisational characteristic, but also a quality of external
stakeholder groups who may place pressure on the sector.

6.2.2 Regulators

While Banker and Financial group patrticipants were more vocal on the role of regulation
in the banking sector, there were very diverse views across participantgroups as to the
nature of that role. Bankerand Financial group participants were more inclined to focus
on the push from regulators — allowing regulators to define expectations and banks to
then compliantly follow. In contrast, Institute participants were more inclined to seek a
participatory and collaborative approach to formulating regulation that would lead to
greater buy-in and better levels of action achieved. Another outlier viewfrom an Institute
participant suggested that regulators were more likely to protect the status quo than
embrace bold changes that would enhance sustainability action.

In addition to the role that regulation plays in defining core behaviours within the sector,
participants also observed different types of action that emanated from this in the sector.
This included compliance-based action in response to specific regulations, pre-emptive
action in anticipation of changes, and “wait and see” position with limited action.

Managing uncertainty and ambiguity is one of the key tensions highlighted in the
literature (Hahn et al., 2014, Slawinski et al., 2017). While the main literature review
focused on the theme of uncertainty as a managementtension, further exploration within
the literature revealed regulatory uncertainty as a key factor within this theme. Slawinski
etal. (2017) point to the impact of regulatory uncertainty in reducing organisation action
through reduced investments and maintaining a short term focus. The literature also
revealed that the predominant action in response to regulationin the banking sector was
seen to be compliance or at best, CSR — thus keeping sustainability action as a
peripheral activity in response to sector forces (Forcadell & Aracil, 2017, Raut et al.,
2017; Maimbo & Zadek, 2017). The research findings align closely to the literature on
the constructs of regulation as a driver of action through compliance and thatregulatory
uncertainty can push the sector into a state of low/no action. However, where the
research findings differ somewhat from the literature, is the lack of discussion on the
potential for pre-emptive action in anticipation of regulation. The research findings
indicated that where there was some transparency on the future direction of regulation,
the sector was able to proactively start preparing for the change — thus potentially

accelerating sustainability action in anticipation of future compliance requirements. This
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may provide a potential extension on the discussion of the role of regulation in the
literature.

6.2.3 Conclusive findings for category 1: Influential stakeholders

The research findings identified influential stakeholders as a theoretical category in its
own right due to the substantive impact that the groups within this category were deemed
to have on banking sector sustainability action. In contrast, the literature reviewed in
Chapter 2 positioned stakeholders as contextual influencers that cut across the
constructs of manager orientation, organisation characteristics, sustainability
embedment and sustainability action. Given the relative influence of these external
stakeholders on sustainability action in the sector, and the areas identified as potential
extensions to the literature, a revision may be required to the conceptual framework
presented in Chapter 2.

A number of conclusions are proposed, based onthe discussion ofthe research findings
and literature. There are three areas of difference that were identified, that may extend
the existing literature. These include:

¢ Evolving the role of shareholders and investors from purely commercial, to include
sustainability considerations;

¢ Including innovation as a characteristic of external stakeholders who are able to
impact change;

¢ Including pre-emptive action as a response to changing regulations.
6.3 DISCUSSION OF RESULTS FOR CATEGORY 2: VOLUNTARY FRAMEWORKS

Measurement and reporting is seen as a key component in fostering an integrated view
of sustainability issues and action in the literature (Maas et al., 2016). The research
findings also point to the important role that measurement and reporting can have in
moving the banking sector forward on sustainability action. Only one theme from the
research will be discussed in this section, having met the criterion for inclusion due to
the limited alignment between Experts and Professionals on the potential of re porting to
effect change. Thisis highlighted in Table 19.
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Table 19: Themesdiscussed in category 2: Voluntary frameworks

Alignment Alignment Prominence within each
Theoretical — between across professional group
Category Experts & Professional
Professionals groups Banker Financial Institute
Catalysts for
action D o ) ® (]
Imperfect
voluntary o ® @ @ @
frameworks constructs
Enhancing
measurement . . O O
integrity
Key: Alignment between Experts and Professionals ||Key: Prominence to Professional groups D
O Limited alignment / substantive differences Limited prominence/No mentions Themes
(:' Partial alignment / some differences (:D Moderate prominence/ some mentions || discussed in
Chapter 6
. High degree of alignment / little to no differences O High prominence / many mentions P

Source: Author’s own
6.3.1 Catalysts for action

The research findings highlighted the importance of voluntary global frameworks as
catalysts of action in the banking sector. Measurement and reporting against these
frameworks was seen as a mechanism for increasing sustainability action in the sector,
while also enhancing reputation. Participants noted the tension between the voluntary
natures of these frameworks in Africa versus the pressure that banks feel to adopt them
in order to align to stakeholder priorities and remain competitive. The research findings
are congruent with the literature that indicated framework adoption was not necessarily
driven by the strategic direction of banks, but rather done in response to competitive
forces and stakeholder pressure (Raut etal., 2017; Contreras etal.,2019). Furthermore,
the use of sustainability reporting as a mechanism to meet stakeholder expectations is
also reflected in the literature. Du et al. (2017) point to the role of such reporting in
creating positive investor sentiment, thus improving share price performance. The
literature also pointed to the growing pressure from the public for the banking sector to
advance on sustainability action, as a way of accelerating societal development in
emerging markets (Jamali & Karam, 2018; Forcadell & Aracil, 2017; Contreras et al.,
2019). Thus the findings in this study are aligned to the currentbody of knowledge.

Participants also highlighted a growing expectation that sector bodies would take a
leadership role in driving participation, setting sector-level goals and providing
implementation guidelines. Professional in the Banker and Financial groups were
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optimistic about the potential of these frameworks and the associated reporting as a
mechanism for increasing sustainability action. However, Experts remained cynical as
to the motivations and true effect that this would have on shifting action to a higher level

versus merely repositioning existing action under new labels to drive reputation.

Comparing these findings to the literature revealed similarities and differences. Firstly,
the level of cynicism noted by Experts is reflective of concerns raised in the literature
about the real ability for reporting to influence sustainability action (Stacchezzini, Melloni
& Lai, 2016; Haffar & Searcy, 2017). The tendency to favour positive sustainability
narratives in reporting reducesits value to a reputation-building exercise rather than a
true reflection on an organisation’s commitment to sustainability action ( Stacchezzini,

Melloni & Lai, 2016). Thus this finding is consistent with the extant literature.

Secondly, a potential gap in the literature was noted, as it did not address the role of
sector bodies and sector leadership as a mechanism for enhancing reporting. Rather,
organisation-level factors such as data availability; transparency; integration; and
consistency were highlighted in the literature as impacting reporting quality (Maas et al.,
2016; Stacchezzini, Melloni & Lai, 2016; Haffar & Searcy, 2017). Additional keyword
searches across the literature reviewed in Chapter 2, as well as the EbsoHost and
University of Pretoria databases did notreveal any new literature that addressed the role
of sector bodies in improving the quality of sustainability reporting. While not an
exhaustive review of all literature could be done, this does suggest that there may be a
potential extension to the literature on the role of sector bodies in voluntary sustainability

frameworks and reporting as a mechanism for improving action.
6.3.2 Conclusive findings for category 2: Voluntary frameworks

Theresearchfindingsidentified the adoption of voluntary frameworks and the associated
measurement and reporting against these frameworks, as a catalyst for sustainability
action. The motivation behind adopting these frameworks was located in an argument
for competitiveness and meeting stakeholder expectations. This view was congruent
with the literature reviewed in Chapter 2 (Raut et al., 2017; Contreras et al., 2019).
Furthermore, the use of voluntary frameworks and subsequent reporting were noted in
the findings as important mechanisms for meeting investor, shareholder and public
expectations. This too was in line with the existing body of knowledge where
sustainability reporting was seen as importantin meeting stakeholderneeds and creating
positive sentiment (Du et al., 2017; Jamali & Karam, 2018; Forcadell & Aracil, 2017,
Contreras etal., 2019). Lastly, the research findings also highlighted the differences in
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views between Experts and Professionals on the potential for framework adoption and
reporting to meaningfully impact sustainability action. The literature equally raised
concerns about the potential for reporting to be used as a reputation building exercise,
rather than a true reflection of commitment and action on sustainability (Stacchezzini,
Melloni & Lai, 2016; Haffar & Searcy, 2017).

One potential nuance of difference was identified, that may enhance the existing

literature. This related to:

¢ Enhancing the literature to include the role of sector bodies as a mechanism for
improving adoption and reporting on voluntary sustainability frameworks.

Based on the similarities between the literature and the research findings, voluntary
frameworks do not necessarily require a standalone thematic category as was initially
proposed in Chapter 5. Rather, these findings can be contained within the Sustainability
Embedment construct as part of the measurement and reporting theme, as defined in

the conceptual model in Chapter 2.
6.4 DISCUSSION OF RESULTS FOR CATEGORY 3: SECTOR DYNAMICS

As mentioned at the end of Chapter 5, categories and themes were selected for further
discussion based on meeting one of two criteria: where the level of prominence differed
across the three professional groups; and where there was limited alignmentin views
between Experts and Professional groups. Within the sector dynamics category, two
themes were identified as meeting at least one of these criteria: sector body leadership;
and bank complacency. Thisis highlighted in Table 20.
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Table 20: Themes discussed in category 3: Sector dynamics

Alignment Alignment Pmmim_ence within each
Theoretical Themes between across professional group
Category Experts & Professional
Professionals groups Banker Financial Institute
Sector body
leadership O O O O O
Sector Catalyst for
dynamics change . . O O O
Bank
complacency O O O O O
Key: Alignment between Experts and Professionals || Key: Prominence to Professional groups D
O Limited alignment / substantive differences Limited prominence/No mentions Themes
O Partial alignment / some differences CD Moderate prominence/ some mentions | | discussed in
@ High degree of alignment / little to no differences || @) High prominence / many mentions Chapter &

Source: Author’s own

6.4.1 Sector body leadership

The research findings identified high levels of inertiain the South African banking sector.
A limited competitive set and strong preference for collective and uniform action results
in the sector responding slowly to change. To overcome this inertia and accelerate
sustainability action, participants identified a number of interventions that the felt sector
bodies should be driving. This included sector bodies uniting banks behind a common
set of sustainability goals and actions that would amplify the impact of the sector. Such
standardisationwas seen as an opportunity to ensure universal adoption and compliance
on sustainability action. Participants observed that it was the role of sector bodies to
take the lead, rather than expecting individual banks to solve for sustainability in the
sector. While most participants agreed that sector bodies need to play a more active
role, there were differences across the participant groups as to the likelihood of this
happening. Bankerand Financial group participants were more inclined to wait for the
sector bodies to tell them what to do, while Institute participants expressed concerns
about the ability of existing sector bodiesto take the lead. Factors such as politics, egos
and limited innovation momentum were highlighted as potential barriers to sector bodies
taking a leadership role on sustainability action. Experts were also more inclined to rely
on other stakeholder groups and influences, than waiting for sector bodies to drive the
necessary change.

In comparing these findings to the literature reviewed in Chapter 2, a potential gap was
identified. The literature points to the fact that much of the strategy and management
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literature decouples business and societal level thinking, while sustainability a ction may
require a broader construct that considers more explicitly the role of sector-level
influences (Dyllick & Muff, 2016; Slawinski et al., 2017). This sentiment is echoed in the
literature from global sustainability experts who have identified collaboration and
collective action as a key ingredient in achieving the sustainable development goals (UN
Global Compact, 2015). There is congruence between the literature and the research
findings in identifying the gap, although this is approached from different angles. The
research findings and expert literature point to the positive role that sector -level action
can play in driving outcomes, while the academic literature points to the gap in
considering the role of sector-level action in achieving sustainable outcomes. Thus this

research may potentially help address the identified gap in the literature.
6.4.2 Bank complacency

The research findings highlighted high levels of inertia and a sense of complacency and
comfort with current levels of action in the banking sector. As a whole, the sector was
seen to be geared towards stability and a slow pace of change which may have been
strengths in the past. However, participants observed that this was now becoming a
barrier to adapting to the changing context and need for accelerated action on

sustainability.

Views on sector performance were polarised. Bankers favoured the viewthat the sector
is making progress, but also believed that the sector is not given enough credit for the
actionitis taking. In contrast Institute group participants did not agree and were scathing
in their assessment of the sector’s progress to date. Experts tended to agree with
Institute participants, noting the significant gaps still to be closed in the sector.

Inertia was highlighted as one of the characteristics that impact sustainability action in
the literature. A number of factors were revealed as contributing to organisation -level
inertia, such as: company size (Wickert et al., 2016); the Board’s position on
sustainability (Hoppmann et al., 2019); as well as firm and sector maturity (Hafenbradl &
Waeger, 2017; Slawinski et al., 2017). While the first two factors deal with inertia within
an organisation, Hafenbradl & Waeger (2017) and Slawinski et al., (2017) observed that
mature organisations with high internal inertia can also impact the sector they operate
in. The authors found that mature firms, in central positions within mature sectors,
tended to resist large scale change thus reinforcing inertia across the sector. The

research findings are congruent with the literature in that the large, traditional banks
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deemed current levels of sustainability action as satisfactory, thus supporting a slow
pace of change in the sector characterised by stability, consistency and predictability.

6.4.3 Conclusive findings for category 3: Sector dynamics

The initial research findings suggested that sector dynamics presented as a unique
thematic category. In discussing the findings in line with the literature, an adjustment to
that initial view is required. Firstly, there is sufficient similarity between the theme of
banking complacency from the research findings, and the organisation inertia theme
identified in the literature review, for this to be considered within the construct of
organisation characteristics.

Secondly, the discussion highlighted a potential gap that may extend the existing
literature. This gap related to:

¢ Extending the literature to include the role of sector-level influencers in driving
sustainability action.

Thus sector bodies could be considered as another group of influential stakeholders that
may exert pressure onthe sector as a whole to adopt sustainability action. The research
findings suggest that sector bodies in the South African banking sector are not taking a
leadership role (yet) and that there is room for improving and accelerating change if the
sector bodiestake up a leadershiprole. Assuch, an extensionto the existing conceptual
framework in Chapter 2 is proposed by adding sector bodies as another group of
influential stakeholders in this new construct.

6.5 DISCUSSION OF RESULTS FOR CATEGORY 5: MANAGEMENT ORIENTATION

The literature reviewidentified a number of complex and occasionally paradoxical trade-
offs that managers encounter when dealing with sustainability issues (Hahn et al., 2015;
Hahn et al., 2017; Hahn et al., 2018; Sasse-Werhahn et al., 2020). How managers
navigate these trade-offs are dependent on number of factors that impact their personal
and collective orientation towards sustainability.

From the research findings, two themes within the management orientation category
were identified for further discussion due the differences in alignment that were observed
between Expert and Professional participants. These include: transformational
leadership; and empowered people. This is highlighted in Table 21.

Table 21: Themes discussed in category 5: Management orientation
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Alignment Alignment Pmmingnce within each
Theoretical — between across professional group
Category Experts & Professional
Professionals groups Banker Financial Institute
Leagersnp o o @ @ @
engagement
Management Transformational
orientation leadership O . O O
Empowered
s o D @ ®
Key: Alignment between Experts and Professionals ||Key: Prominence to Professional groups D
O Limited alignment / substantive differences Limited prominence/No mentions Themes
O Partial alignment / some differences (D Moderate prominence/ some mentions | | discussed in
@ Hign degree of alignment / Iittie to no differences || @ High prominence / many mentions Chapter &

Source: Author’s own
6.5.1 Transformational leadership

The research findings indicated broad agreement on the need for transformational
leadership to support the necessary sector shifts in sustainability action. Key
characteristics of this leadership included bringing a social conscience to the sector and

championing diversity as an enabler of change.

Participants described a social conscience in the context of sector leadership as one that
encompasses ethics, morals, care and empathy for humanity. Thisis congruentwith the
literature thatrecognises the role of ethics/morals (used interchangeably in the literature)
at a leadership and individual manager level ( Dyllick & Muff, 2016; Slawinski etal., 2017;
Schaltegger & Burnitt, 2018; Pohling et al., 2016). Participants also observed that
leaders in the banking sector tend to favour rational decision making based on financial
and economic principles, rather than engage with the more qualitative facets of
sustainability. Thisagain bears similarity to the conceptsfoundinthe literature. Astrong
ethical/moral orientation on sustainability can make managers more sensitive to issues
that require empathy, values or norms-based decision making (Schaltegger & Burritt,
2018; Pohling et al., 2016). Where organisations promote a value set that favours cost
minimisation, not straying far from normal business activity or protecting reputation, then
sustainability action is likely to be low. The converse is also true, where a high value is
placed on ethical/moral outcomes, then sustainability actionis likely to increase (Mazutis
& Eckardt, 2017; Schaltegger & Burritt, 2018; Hafenbradl & Waeger, 2017; Slawinski et
al., 2017). Thus the finding are consistent with the existing body of knowledge.
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Experts were the most vocal on the topic of leadership that embodies a social
conscience, while extending the requirements of transformational leadership to include
a sense of urgency and strong vision in support of the sustainability agenda. This is
research finding is congruent with the literature on the role of leadership in setting the
tone for what is valued in an organisation and this has a direct impact on the degree of
accountability that is taken for sustainable actions (Dyllick & Muff, 2016; Slawinski et al.,
2017).

The second leadership characteristic identified by participants was that of embracing
diversity. Many participants were critical of the current levels of diversity within the
banking sector, recognising that increased diversity could bring fresh thinking to the
sector. Diversity was recognised as a demographic dimension, as well as a thinking
process that comes from different professional experiences. Comparing these findings
to the literature, gender diversity and professional diversity were identified as two factors
that can lead to greater sustainability action in organisations (Byron & Post, 2016;
Slawinski et al., 2017; Nadeem et al., 2017; Zaid et al., 2020).

The research findings are consistent with the extant literature in identifying the role of
diversity and ethics/morals in how sustainability action is taken within organisations.
However, within the South African context of the research, a broader set of
demographics — including age and ethnicity — were highlighted as being important in
affecting sustainability action. A more detailed keyword search was undertaken within
the literature reviewed in Chapter 2 which yielded no further mentions. Akeyword search
in the EbscoHost database yielded 119 articles with keywords including “age”, “diversity”
and “sustainability”. These articles were scanned and only one new article was found
that addressed age as a factor at Board level. This literature indicated a positive
relationship between the inclusion of younger Board members and the sustainability
orientation of the organisation (Chams & Garcia-Blandon, 2019). A similar process was
followed to explore ethnicity, but no new literature was found. Thus there is a potential
contribution to extending the literature by considering the role of ethnic diversity at
leadership levels and the impact this may have on sustainability orientations and actions
within a sector.

6.5.2 Empowered people

A comparison between Experts and Professionals indicated that the former group were
more engaged with this theme — providing additional views and insights that extended
beyond what those within the sector had observed.
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Firstly, the research findings indicated that people need to be empowered to take action.
The organisation structure and where the mandated teams were located, was deemed
to have an impact on the type and scale of sustainability action taken. Secondly,
participants highlighted the need for broader employee engagement and knowledge-
building as a way to scale sustainability action across the sector. Comparing the findings
to the literature, the role of management controls was identified as a bridge between
strategy and implementation (Ghosh et al., 2019). Ghosh et al. (2019) recognised the
impact that formal controls such as structure, governance, risk management and
systems can have onthe type of sustainability action taken by an organisation. Similarly,
organisation structures, limited employee knowledge and low levels of engagement may
be barriersto adopting sustainable businessmodels that support strongerlevels of action
(Evans et al., 2017; Schaltegger & Burritt, 2018). Thus the findings in this study are
consistent with the body of knowledge in the literature.

And lastly, participants spoke about the role of culture and purpose in attracting and
retaining the right talent that will support sustainability action. Similarly, Ghosh et al.
(2019) identified the role of informal controls in the form of culture and beliefs that can
impact the extent to which sustainability action is undertaken. This finding is thus also

congruent with the extant literature.
6.5.3 Conclusive findings for category 5: Management orientation

The findings relating to empowered people were all congruent with the extant literature.
These were seen to be similar to the constructs of informal and formal management
controls (Ghosh et al., 2019), as well as some of the practical barriers in adopting
sustainable business models (Evans et al., 2017; Schaltegger & Burritt, 2018).

There was also a high degree of similarity between the dimensions of transformational
leadership identified in the research findings and the management constructs of
ethics/morals and diversity discussed in the literature in Chapter 2. Thus the research
findings are consistent with the existing body of knowledge.

A contextual aspect of diversity, namely age and ethnicity, extended the use of this
construct in the research findings, which was not immediately evident in the literature
reviewed. Although additional literature searches were undertaken, no scholarship on
the role of ethnic diversity in relation to sustainability leadership was found. This

presents a potential area of expansion on the extant literature through future research,
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by considering the role of ethnic diversity at leadership levels and the impact this may
have on sustainability orientations and actions within a sector.

6.6 DISCUSSION OF RESULTS FOR CATEGORY 7: SUSTAINABILITY
EMBEDMENT

As mentioned at the end of Chapter 5, categories and themes were selected for further
discussion based on meeting one of two criteria: where the level of prominence differed
across the three professional groups; and where there was limited alignment in views
between Experts and Professional groups. Within the sustainability embedment
category, two themes were identified as meeting at least one of these criteria:
multinational complexity; and new business models. This is highlighted in Table 22.

Table 22: Themes discussed in category 7: Sustainability embedment

Alignment Alignment Prominence within each
Theoretical — between across professional group
Category Experts & Professional
Professionals | groups Banker | Financial | Institute
Multinational
complexity o [ o D
Sustainability New business O O O O
embeadment models
Strategy reset o o @ @ @
Key: Alignment between Experts and Professionals || Key: Prominence to Professional groups D
O Limited alignment / substantive differences Limited prominence/No mentions Themes
O Partial alignment / some differences (D Moderate prominence/ some mentions | | discussed in
@ Hign degree of alignment / little to no differences || @) High prominence / many mentions Chapter 6

Source: Author’s own
6.6.1 Multinational complexity

This theme was selected due to the variance in voices on the topic. While there was
alignment between Professionals and Experts on the complexity of operating as a
multinational bank, the conversation was predominantly driven by Bankers and to a
lesser extent, Financial group participants. Institute participants did not mention this in

their interviews.

As the majority of South African banks operate as multinational organisations with
footprints that extend across the African continent, it is not surprising that this was seen
as an important theme in how sustainability was embedded in the sector. Participants
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highlighted the complex and diverse needs across the continent, suggesting that this
makes it harder for them to find common goals and shared priorities across their
operations. Comparingthis to the literature, there is recognition of the complexity and
multiple trade-offs that multinational organisations must make when implementing
sustainability action (Wickert et al., 2016). Thus the findings are consistent with the

existing body of knowledge in the literature.

A second factor that was highlighted in the research findings relates to the perceived
power dynamics between developed and emerging markets. This impacts how
frameworks are set, the models that inform goals and the quality of data available to
inform decision-making. Participants observed that the sustainability agenda is driven
largely by Northern Hemisphere perspectives, with limited cognisance of the vastly
different needs and contexts in emerging markets across the African continent.
Comparing these findings to the literature, availability of quality quantitative data was
identified as a barrier to effective sustainability reporting (Maas etal., 2016; Stacchezzini,
Melloni & Lai, 2016; Haffar & Searcy, 2017). While the findings are consistent with the
literature on the challenge of access to quality quantitative data on sustainability, the
findings also indicate a potential extension to the literature in highlighting a further

disparity between emerging and development market data access.
6.6.2 New business models

The research findings highlighted substantive differences between participant groups.
Experts and Institute participants were more likely to promote radical changes in
business models to support sustainability outcomes, while Banker and Financial group
participantstendedtowards incremental change. Despite these differencesinapproach,
participants from all groups agreed that there was a need to change business models in
the banking sector if greater action on sustainability is to be achieved. Similarly,
business model transformation was identified as a key enabler of sustainability
embedment and enhanced action. Where business models failed to transform, this could

become a barrier to increasing sustainability action (Schaltegger & Burritt, 2018).

Disruptive changesto business models were seento pose multiple threats to the stability
and integrity of the banking system by introducing substantive risk. The high inertia,
scale and success of traditional banks in the sector make the likelihood of significant

change lowin the near term. The findings are congruent with the extant literature.
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At the same time, participants noted that the sector was still trying to understand the
implications of sustainability on business models and thus unclear what direction of
change was really needed. Some participants suggested that the change should start
with the value orientation in the sector, by redefining howvalue is created. As a second
steps, participants stated that deeper sustainability embedment would also contribute to
better levels of action across the sector. Comparing the research findings to the
literature, sustainability embedment is considered a critical part of shifting sustainability
from a peripheral to core part of the organisation (Cavaleri & Shabana, 2018; Evens et
al., 2017). Evans et al. (2017) further suggested that reconceptualising howvalue is
created within an organisation was a precursor to a sustainability -orientated business
model. The literature also recognises the complex challenges that organisations face
when shifting from traditional business models to ones that the embed sustainability.
Factors such as resource allocation, technology and innovation dependence, and the
nature of the underlying business case all present challenges in evolving business
models (Evans et al., 2017; Schaltegger & Burritt, 2018). Thus the discussion on new
business models aligns with the extant literature.

6.6.3 Conclusive findings for category 7: Sustainability embedment

The findings from the research highlighted two themes within the sustainability
embedment construct that warranted further discussion. Firstly, the complexity of
implementing sustainability as a multinational organisation was highlighted by
participants due to the nature of the South African banking sector. This finding was

congruent with the extant literature.

Additionally, the findings also noted the disparity in access to quality quantitative data
between emerging and developed markets. While geography is typically considered as
a contextual factor as part of the environment of business, in this instance it may play a
role in limiting emerging market organisations’ adoption of sustainability action due to
the absence of quality data to inform decision making. The literature acknowledgesthe
role that poor data quality can have in sustainability reporting (Maas et al., 2016;
Stacchezzini, Melloni & Lai, 2016; Haffar & Searcy, 2017). While the findings are
consistent with the literature on the challenge of access to quality data on sustainability,
the findings also indicate a potential extension to the literature in highlighting the disparity

between emerging and development market data access

The research found that transitioning to sustainability-orientated business models could
be seen as both an opportunity and a potential barrier to increased sustainability action
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in the banking sector. Inherent challenges in changing an inert, traditional sector to new
and uncertain business models was seen as risky and potentially damaging to highly
successful banks in the sector. However, participants were equally optimistic about the
potential that changes in value orientation and sustainability embedment could bring to
sustainability action. These findings were congruent with the literature on business
models and their role in driving greater action on sustainability. In fact, business model
transformation was considered a necessity for sustainability action to be amplified
(Cavaleri & Shabana, 2018; Evans et al., 2017). However, scholarswere also cognisant
of the challenges in making radical changes to business models and the risks these
posed to organisations (Evans et al., 2017; Schaltegger & Burritt, 2018). The research
findings were thus consistent with the existing body of knowledge in the literature.

6.7 SUMMARY OF CONCLUSIVE FINDINGS ACROSS ALL CATEGORIES

Table 23 provides a summary of the conclusive findings as discussed in Chapter 6. The
conclusions from the discussion between the research findings and the literature yielded
three sets of outcomes. Firstly, three themes that were identified as similar to the
literature:

e Bank complacency
e Empowered people

¢ New business models

Secondly, two themes were identified as having nuances of difference between the

literature and the research findings. Theseincluded:

e External stakeholders

e Catalysts for action

And lastly, three themes were identified as potentially small extensions to the existing
literature. Theseincluded:

¢ Regulators
e Sector body leadership
e Multinational complexity
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Table 23: Summary of conclusive findings from the discussion of the research

Influential stakeholders

Similar

Nuance of

difference

Potential
extension
to the
literature

External stakeholders

Ewvolving the role of shareholders and
investors from purely commercial, to
include sustainability considerations

Innovation as a characteristic of external v
stakeholders who are able to impact
change
Regulators Pre-emptive action as a response to v
changing regulations
Voluntary frameworks
Catalysts for action The role of sector bodies as a mechanism
for improving adoption and reporting on v
voluntary sustainability frameworks
Sector dynamics
Sector body leadership Extending the literature to include the role
of sector-level influencers in driving v
sustainability action
Bank complacency v
Management orientation
Transformational The impact of ethnic diversity at leadership v
leadership levels, on sustainability outcomes
Empowered people v
Sustainability embedment
Multinational Disparity between emerging and v
complexity development market data access
New business models v

Source: Author’s own
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CHAPTER 7 CONCLUSIONSAND RECOMMENDATIONS

7.1 Introduction

The call for greater levels of sustainability action is emanating from multiple sources.
The public, experts, business, government and academia all agree that there is a need
forurgentacceleration on sustainability action as currentapproaches are notaddressing
the issues effectively (Patel, 2020; UN, 2020; Lee, 2019; Thomas et al., 2019; GCNSA,
2019b).

The banking sector has been identified as a critical enabler of the UN Sustainable
Development Goals as well as South Africa’s national development plan (GCNSA,
2019b). However, a number of barriers exist that impede the sector from fulfilling its role
and taking more action — keeping the sectorin a weak position on sustainability and low
levels of action (Maimbo & Zadek, 2017).

Relatively little work has been done to understand the weak position on sustainability
and the inaction or low levels of action that accompany this (Hahn et al., 2017). The
literature indicated a need to understand how to shift organisations to a stronger position
on sustainability, thereby increasing the levels of sustainability actiontaken (Hahn et al.,
2017; Slawinski et al., 2017). Thusthis researchwas designed to addressthe question:
What is needed to shift the South African banking sector to a stronger position of
sustainability and action?

One of the underlying challenges in shifting orientations and action levels on
sustainability is a lack of consistency in definitions and understanding of the topic. A
number of constructs exist that are used interchangeably, although there are nuances
within each of these that impact the orientation on sustainability and subsequent action
taken. Key constructs identified in the strategy and management literature include:
corporate social responsibility, which is seen as interchangeable with corporate social
investment; corporate sustainability; and sustainability management (Hahn et al., 2015;
Engertet al., 2016; Dyllick & Muff, 2016; Schaltegger & Burritt, 2018; Jamali & Karam,
2018; Porter & Kramer, 2019). For the purposes of this research, the construct of
corporate sustainability was selected as it encompasses a more complexset of dynamics
that impact sustainability action.

The literature review in Chapter 2 revealed four theoretical constructs as having an
impact on the nature and scale of sustainability action undertaken. These were:
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management orientation; organisation characteristics; sustainability embedment; and
the dynamics of current sustainability action. This was consolidated into a conceptual
model (Figure 6) that informed the analysis of the research interviews. The research
findings in Chapter 5 expanded on the theoretical constructs, by proposing thr ee further
categories that emanated from the interview data. These findings were then assessed
for alignment and prominence among the Professional and Expert participants, which
found thatthere were five theoretical constructs that warranted furtherdiscussion. These
were: influential stakeholders; voluntary frameworks; sector dynamics; management
orientation; and sustainability embedment. The research findings for each of these
constructs and their associated themes, were then compared and contrasted to the
extant literature discussed in Chapter 2. This analysis resulted in three outcomes.
Firstly, three underlying themes were identified as similar to the literature, suggesting a
good fit between the research findings and the existing body of knowledge. These were:
bank complacency; empowered people; and new business models. Secondly, two of
the underlying themes were identified as having nuances of difference between the
research findings and the extant literature. These outcomes proposed potential
refinements to the literature on the themes of: external stakeholders; and voluntary
frameworks as catalysts for action. Lastly, four ofthe underlying themesidentified facets
that were different to the literature, suggesting there may be potential to extend the
current literature. These themes were: regulators; sector body leadership;

transformational leadership; and multinational complexity.
7.2 Principle conclusions

This section brings together the various parts of the research which inform the final
conceptual model and address the research question: What is needed to shift the South
African banking sector to a stronger position of sustainability and action? The
conclusions for each theoretical category are summarised and then synthesised into the
final model as depicted in Figure 17.

7.2.1 Influential stakeholders

Theresearch concluded thatinfluential stakeholders play a significant role in determining
the nature and scale of sustainability action taken in the banking sector. While the extant
literature recognisesthe role of stakeholders in influencing sustainability action, they are
positioned as contextual rather than inherent to the theoretical constructs. In elevating
stakeholders to a key construct, they are afforded the necessary attention as key
enablers of sustainability action. As such, this theoretical category was added to the
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conceptual model. Furthermore, the research identified three potential areas of
difference that may extend the current literature. These were:

e Evolving the role of shareholders and investors from purely commercial, to include
sustainability considerations;

¢ Including innovation as a characteristic of external stakeholders who are able to
impact change;

¢ Including pre-emptive action as a response to changing regulations.
7.2.2Voluntary frameworks

The research concluded that voluntary frameworks have an important role to play as
catalysts for action. One nuance of difference was identified, that may enhance the
existing literature. This related to:

e Enhancing the literature to include the role of sector bodies as a mechanism for

improving adoption and reporting on voluntary sustainability frameworks.

Based on the similarities between the literature and the research findings, voluntary
frameworks were not deemed to require a standalone thematic category as was initially
proposed in Chapter 5. Rather, these findings are contained within the Sustainability
Embedment construct as part of the measurement and reporting theme, as defined in
the conceptual model in Chapter 2.

7.2.3 Sectordynamics

The research concluded that sector dynamics, although identified as a unique category
in Chapter 5 research findings, are indeed sufficiently similar to the literature that there
is a good fit within the existing construct of organisation characteristics. However, one
particular sub-theme within this construct stood out as different to the literature and
presented as a possible extension to the currentbody of knowledge. Sector bodieswere
identified as an influential stakeholder group that can exert pressure on the collective
sector to adopt sustainability action. Sector bodies were not highlighted in the extant
strategy and management literature, potentially due to differences in the unit of analysis.
Thus the recommendation is to extend the literature to include the role of sector-level
influencers in driving sustainability action within the conceptual model. They have been
added as a unique group within the new construct of “Influential Stakeholders”.
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7.2.4Management orientation

The research concluded thatthere was a good fit between the research findings and the
extant literature for this category. However, a recommendation was made to extend the
scope of diversity within the literature from gender and age, to include ethnicity as a
potential additional lens that may impact sustainability action in the sector.

Ethnicity does not appear to be widely considered as part of the diversity construct in the
strategy and management literature, but was highlighted by resear ch participants as an
important consideration in the South African context. It is unclear whether this is purely
a local market dynamic or may have relevance across other geographies, however the
research findings suggested that ethnicity may bring an additional layer of diversity that
could impact the nature and scale of sustainability action undertaken.

7.2.5 Sustainability embedment

The research concluded that there were similarities between the findings and the
literature as to the complexity of implementing sustainability as a multinational
organisation. Additionally, there was similarity between the findings and the literature in
relation to the role of business models as both enablers and barriers to sustainability
action (Cavaleri & Shabana, 2018; Schaltegger & Burritt, 2018; Evanset al., 2017). The
findings were also a good fit in acknowledging the challenge in accessing quality data as
a barrier to increased sustainability action (Maas et al., 2016; Stacchezzini, Melloni &
Lai, 2016; Haffar & Searcy, 2017).

However, the findings did suggest that the disparity in quality data access between
emerging and developed markets may warrant an extension to the literature. While
geography istypically considered as a contextual factor in the strategy and management
literature, inthisinstance location plays a significantrole in determining accessto quality
and relevant data to support sustainability action. As a critical enabler of strategy and
decision-making on sustainability, it may warrant being elevated out of the contextual
analysis and being placed into the conceptual model as a key barrier and/or enabler of

sustainability action.
7.2.6 Research contribution: Revised conceptual model of sustainability action

The revised conceptual model is illustrated in Figure 17. The revisions extend the

existing literature and provide greater insight into the research question of what is
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needed to shift the South African banking sector to a stronger position of sustainability
and action.

The revised conceptual model builds on the foundational model defined in Chapter 2,
but incorporating nuances of difference and potential extensions to the literature as
identified in the research conclusions. Figure 17 consists of three parts. Firstly, the
foundation model as defined in Chapter 2 and based on the extantliterature is presented
in the original black and grey boxes. There are ten constructs that remain aligned to the
originalmodel. Secondly, a series of red boxes with green circles have been added to
the model. The green circles contain the letter “e” to denote them as a potential
extensions to the literature. This includes the proposed new category of influential
stakeholders, along with four new constructs: sector bodies as a new construct; ethnicity
as an extension of the diversity construct; pre-emptive action on regulation as a new
construct; and access to quality data as a new construct. The finalamendments to the
conceptual model are denoted by red boxes with yellow circles. The yellow circles
contain the letter “n” to denote them as possible nuances of difference compared to the
literature. This includes two constructs where the research identified possible nuances
of difference: the shifting paradigm of shareholders and investors to incorp orate
sustainability in their priority sets; and the role of sector bodies in improving adoption and

reporting standards for voluntary frameworks.
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Figure 17: Revised conceptual model of sustainability action

Source: Author’s own, adapted from the conceptual model in Chapter 2

7.3 Research contribution

The research makes a small contribution to the extant literature on corporate
sustainability action by proposing an extension to the strategy management literature
focus on the organisation, to consider broader sector-based factors that may have a
directimpact on how organisations take action on sustainability. The extensions to the
literature are briefly described below.

e The inclusion of an additional influential stakeholder category into the conceptual
model depicted in Figure 7.2.6 creates a bridge between the organisation-level
constructs in the extant literature and a sector-level construct that falls outside of the
conventional strategy management purview.

e Sector bodies have the ability to impact sustainability action directly by adopting a
leadership role in the sector, and by anchoring global frameworks in tangible goals

and standardised implementation guidelines. Sector bodies are thus incorporated
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into the conceptual model in Figure 7.2.6 in two ways — as an influential stakeholder
group in the proposed new category; as well as a possible nuance in the
understanding of how voluntary frameworks and measurement standards can be
used to positively impact levels of sustainability action.

Furthermore, the research builds on the existing management literature by proposing
possible nuances and extensions to key constructs that may impact sustainability action
in the South African banking sector. The proposed nuances to existing theoretical
constructs are briefly described below.

e Shareholders and investors have been categorised in the literature as having a
predominantly commercially-orientated view of business. An extension to the
existing literature is proposed to consider the emerging sustainability-orientated
priorities within these stakeholder groups that has a direct impact on sustainability
action in the banking sector.

e Sustainability action in the banking sector is typified by CSR/CSI; focused financial
inclusion activities; and embedded sustainability within everyday banking activity
such as products, services or business operations. This research identified a
potential new form of sustainability action in the form of pre-emptive responses to
future regulatory changes. The extension of the literature to include this form of
action may be useful in understanding how sustainability action is formulated in
highly regulated sectors.

e The inclusion of ethnicity as an additional dimension of diversity at senior leadership
level extends the literature on the role of personal profiles in informing organisations’
sustainability actions.

e Access to quality data is recognised in the extant literature as a potential barrier to
sustainability action. This study proposes extending the construct with a more
nuanced view of the disparities in access to quality data between emerging and

developed markets.
7.4 Implications for management and other relevant stakeholders

The conceptual model presented in Figure 17 provides senior managers and banking
sector leaders with an understanding of how sustainability action is influenced and
shaped by multiple factors within and external to the sector. This model should enable
senior managers and sector leaders to formulate plans for increasing sustainability action
in the sector, by understanding what needs to be in place for action to happen and which

enablers can be leveraged to accelerate the shift towards stronger sustainability and
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action. Equally, the model provides senior managers and sector leaders with an
understanding of potential barriers that can hamper progress, helping to illuminate blind
spots and proactively address factors that may impede progress on sustainability action.
Specifically, senior managers and sector leaders should consider the recommendations
briefly described below.

e Sectorbodies needtotake aleadershiprole in progressingthe sustainability agenda.
The sector is naturally inert and requires brave leadership to catalyse action. A
strong leader willneed to harness the strength of collaboration within the sector, while
managing consensus-seeking behaviour to ensure progress is made.

¢ Introduce more diversity of thinking to increase the potential for creative and
innovative solutions to address sustainability action in the sector. This shouldinclude
broadening the demographic profile of senior leadership within the sector in areas
such as age, gender and ethnicity. Equally, exploring opportunities to collaborate
with experts and professionals from outside the financial services sector will help to
bring fresh thinking to the existing sustainability challenges.

e The sector should look for opportunities to collaborate with internal and external
stakeholders to collectively address the grand challenges that sustainability action
presents in the sector. This would include proactively engaging influental
stakeholders to co-create solutions, rather than just reacting to their demands.

e Sector leaders should consider howthey can effect a culture shift within the sector.
This should seek to shift the values and ethics orientation of the sector to embrace
sustainability as a priority, increase manager sensitivity to sustainability and enhance

accountability for sustainability action.
7.5 Limitations of the research

The research limitations discussed in this section refer to general limitations of the
research. For completeness, these should be read in conjunction with the research
design limitations already discussed in Chapter 4 section 4.10. Four general limitations
of the research have been identified and discussed briefly below.

e The research focused on the banking sector, which is a subset of the wider financial
services sector. Theresearchthus excluded insight into the non-banking subsets of
the financial services sector, such as: insurance, asset management, advisory or
investment.
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e The research sample was limited to the traditional banks within the sector. Thus
newer generation banks and providers who offer similar banking services to
customers outside of the formal banking sector were excluded from this study.

¢ Due to the expansiveness of sustainability as a topic, the research sought to explore
as many influencers of sustainability action and inaction as possible. The research
was not designed to go do an extensive exploration of each concept that emerged.

e The research was based on a sectoral view of the research problem, which did not
necessarily take into consideration company-specific internal dynamics within banks
in the sector. The research findings also indicated that individual banks within the
sector are at different stages of sustainability adoption, which may impact the
applicability of the various barriers and enablers of action identified in this study.

7.6 Suggestionsfor further research

Based on the research findings and conclusions, seven areas for further research were
identified. These are discussed briefly below.

e Further research should explore the antecedents, barriers and enablers of
sustainability action in other subsets of the financial services sector - to gain insight
into the nuances and similarities between the different groups that make up the
collective financial services sector.

o Futureresearchshould explore the differences and similarities in sustainability action
between the traditional banks in the formal sector (the focus of this study); newer
generation banks within the formal sector; and banking services providers outside of
the formal sector.

e Thereis a need to further understand the role of sector bodies in highly regulated
industries, as catalysts for sustainability action. This could extend the organisation-
level frameworks in the current management literature, by integrating sector and
organisation-level dimensions.

e Future research into company-specific dynamics would add further depth and
nuance to the conceptual model, by enriching the understanding of organisational
versus sectoral barriers and enablers of sustainability action. This insight could help
enrich the strategy and management literature with a more integrated internal-
external view of sustainability action.

e Thereis a need to further explore the impact of ethnic diversity at leadership level,
on sustainability embedmentand action. This could extend the current literature that
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focuses primarily on gender and age as dimensions of diversity that impact
sustainability.

There is a need to further understand the role of influential stakeholders on sector
responses to sustainability. This would further extend the body of knowledge on
emerging stakeholder paradigms that are impacting sustainability action in the
sector.

There is a need for further investigation into the disparity in access to quality
sustainability data between emerging and developed markets. This research could
explore factors that inhibit the development of relevant emerging market data; seek
to develop relevant emerging market data constructs; or gain more in-depth insight

into the impact of data disparity on sustainability actionin e merging markets.
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APPENDICES

APPENDIX A - INVITATION EMAIL

Subjectline: Request forinterview

Dear (name of participant)

I am conducting research as part of the fulfilment of a Masters in Philosophy (Corporate
strategy) degree with the Gordon Institute of Business Science. You have been identified
as a potential research participant based on (a referral from

{name} / your profile on {website} / your position in {organisation}/other source of
contact).

My research topic relates to sustainability action in the banking sector in South Africa.
The interviewis expected to last approximately one hour (60 minutes) and will help me
understand what it would take to increase the levels of sustainability action in the sector.
Your participation is entirely voluntary and you may withdraw at any point, without
penalty.

Due to the prevailing safety concerns relating to the COVID-19 pandemic, it is
recommended that the research interview be conducted via MS Teams or Zoom. Should
you prefer a face-to-face meeting instead, please let me know.

If you have any concerns and would like to contact my supervisor, her details are
provided below.

If you are willing to participate, please will you confirm via return email?
Yours sincerely,

Jenny Moore

04909594 @mygibs.co.za

076 3757756

Research supervisor: Dr Jill Bogie

Email: bogiej@gibs.co.za
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APPENDIX B -INFORMED CONSENT FORM

Dear (name of participant)

INFORMED CONSENT FOR PARTICIPATING IN THE RESEARCH OUTLINED
BELOW

| am conducting research as part of the fulfilment of a Masters in Philosophy (Corporate
strategy) degree with the Gordon Institute of Business Science.

My research topic relates to sustainability action in the banking sector in South Africa.
The interviewis expected to last approximately one hour (60 minutes) and will help me
understand what it would take to increase the levels of sustainability action in the sector.
Your participation is entirely voluntary and you may withdraw at any point, without
penalty.

All data will be stored and reported without identifiers.

If you have any concerns, please contact my supervisor or me. Our details are provided
below.

Research name: Jenny Moore
Email: 04909594@mygibs.co.za

Contact number: 076 375 7756

Research supervisor: Dr Jill Bogie
Email: bogiej@gibs.co.za

Signature of participant:

Name:
Date:

Signature of researcher:
Date:
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APPENDIX C -INTERVIEWPROTOCOL

Good morning / afternoon / evening.

As mentioned in my introduction email, | am conducting research on sustainability and
sustainability action, in the banking sector in South Africa. Our inteniew is expected to last
approximately one hour. To confirm, your participation is vluntary and you can withdraw at any
point, without penalty. Y our participation is confidential and only anonymised data will be reported.
If you have any concerns about this inteniew, you may contact my supenisor - her details are

provided in the informed consent form that you have signed.

Are you willing to proceed?

Please may | have your permission to record our discussion? The recording will only be used for

analysis purposes and will be kept confidential.

Question

Q1 Introduction

Can you tell me about your role and how you are involved with sustainability in
the banking sector?

Q2. Can you tellme whatthecurrent view in the banking sectoris on sustainability?

Antecedents 10 | | your experience, what werethe factors that led to this position and how has

SUSE?.Inablhty this developed over time?

osition ) . . . S

P What is the role of the different stakeholdergroupsin shaping this view ?
Probe if needed: By stakeholder groups, | mean the banks, regulators, sector bodies,
sector researchers, investors, policy influencers etc.

Q3. Current | What outcomes are expected from this approach to sustainability?

sutstalnablllty Probe if needed: Can you tell me about any goals, targets or measures of impact that

outcomes

are aligned to the expected outcomes?

Q4. Barriers to

In your experience, within the banking sector what are the barriers to those

outcomes outcomes beingrealised?
And are there any barriers to those outcomes, coming from factors outside of
the banking sector?

Q5. Enablers | Within the banking sector,whatwould enable thoseoutcomesto be achieved?

of outcomes Are there any enablers to those outcomes that are dependent on factors
externaltothe banking sector?

Q6. Current [ What actions are currently aimed to achieve the expected the sustainability

sector actions

outcomes?
Who in the sectoris responsiblefor taking this action?

Probe if needed: What role does each stakeholder group have in taking action on
sustainability? By stakeholder groups, | mean the banks, regulators, sector bodies,
sector researchers, investors, policy influencers etc.

Q7. Assessing
current actions

Which actions are workingwell?

Which actions are not working well?
What further action does the sector need to do more of?

Q8. Aligning | How are (or how can) the actions and outcomes of the banking sector be

action to | evaluated?

outcomes And how is the banking sector being held accountable for its actions and
achieving these outcomes ?

Q9. Closing Looking ahead, how do you see the sector taking this forward?

General probesto facilitate the conversation across all questions:
e Could you tell me more about that?
® Could you give me an example of that?
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APPENDIX D - CODE BOOK

Table 24: List of codes

Igtizroert;/cal Theme Code group
Influential External Investors are driving ESG action
stakeholders stakeholders Shareholders agitate for change
Public activism is grow ing
External factors pushing sector
Regulators Regulation is not (yet) driving sustainability action
Regulation, policy and standards will drive action
Government Government sets the sector dynamics

Voluntary
framew orks

Sector dynamics

Sustainability action

Management
orientation

Organisation
characteristics

Catalysts for action

Stable country and economy

National grow th and development

Global framew orks are catalysts for action

Enhanced financial disclosures are driving action

Imperfect constructs

Sustainability reporting does not equal sustainability
action

Fragmented framew orks

Enhancing
measurement
integrity

Sector body
leadership

Framew ork consistency

Africa-specific, contextual data

Preference for collective action

Sector bodies need to take the lead

Catalyst for change

The sector needs a first-mover catalyst

The sector favours follow ers

Bank complacency

Financial inclusion

Dislike self-promotion

Traditional, slow to respond, slow to change

Early stage action and accountability

Main form of current action

CSl

CSl is not the answer

Social inequality

Addressing social inequality

Leadership Sustainability is complex

engagement Sustainability is not a leadership priority
Transformational Transformational leadership

leadership

Developing a social conscience

Board & Exco profiles

Empow ered people

Stable profits

Organisation structure

Attracting & equipping talent

No appetite for patient capital

Facade of incumbent practices and products

New profit models

New risk and return models

Mainstream product innovation

Trusted relationships

Partnerships to accelerate action

Leveraging banking relationships to shift sustainability
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Sustainability
embedment

Source: Author’s own

Multinational
complexity

Increasing value chain transparency

Multinational banks balance multiple challenges

Developed world has an advantage

New business
models

Paradox of scaling new models inside old models

New value-creation and grow th models

Different business models orientation

Strategy reset

Embedded in business strategy

Business and society impact alignment
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APPENDIX E - ETHICAL CLEARANCE LETTER

Gordon Institute -
of Business Science Ethical Clearance
University of Pretoria Approved

Dear Jenny Moore,

Please be advised that your application for Ethical Clearance has been approved.
You are therefore allowed to continue collecting your data.
We wish you everything of the best for the rest of the project.

Ethical Clearance Form

Kind Regards

This email has been sent from an unmonitored email account. If you have any comments or concerns, please contact the GIBS

Research Admin team.
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