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Abstract

The article tests the stakeholder management theory in the case of
Serbia, a country where modern corporate social responsibility practice
was introduced relatively recently, despite rich tradition of philanthropy.
To validate the theory, we formulated three hypotheses, assuming that
stakeholder management is predominantly used as a PR tool, that
stronger corporate governance correlates with developed CSR function
within the organisation and that regulated industries such as researched
examples of construction and banking demonstrate more advanced
stakeholder management. These hypotheses were examined against the
available literature review and a comprehensive empirical study (desk
research, online survey and in-depth interviews with business managers,
compared with best European practice). We have shown that the financial
sector places most emphasis on its customers, whilst the construction
sector (cement industry) sets the local community and employees in the
cornerstone of its business operations, in line with international practice.
However, public relations or marketing sector are primarly engaged with
stakeholders' relationship in Serbia from a company’s image perspective,
lacking understanding the stakeholder role in business performance
improvement, which indicates a lower level of development and early
stage in transition to best European union practices.

Key words: stakeholders, corporate social responsibility (CSR),
management, banking, construction (cement) industry
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STAKEHOLDER MANAGEMENT IN
SERBIA'S CSR PRACTICE

Upravljanje zainteresovanim stranama u praksi
drustveno-odgovornog poslovanja u Srbiji

Sazetak

U ¢lanku se istraZuje primena teorije upravljanja zainteresovanim
stranama u slucaju Srbije, u kojoj je praksa savremenog drustveno-
odgovornog poslovanja (DOP) nedavno uvedena, uprkos bogatoj tradiciji
zaduzbinarstva i dobroCinstva. Radi provere teorije, utvrdili smo tri
hipoteze, pretpostavljajui da se upravljanje zainteresovanim stranama
kao deo DOP prevashodno koristi kao orude odnosa s javnoscu, da
kvalitet korporativnog upravljanja zavisi od funkcije DOP u organizaciji,
kao i da u vise uredenim industrijama kao Sto su gradevina i bankarstvo
postoji naprednije upravljanje zainteresovanim stranama. Hipoteze su
ispitivane na osnovu raspoloZive literature i sveobuhvatnog empirijskog
istrazivanja (kabinetsko istrazivanje, anketiranje i dubinski intervjui
poslovnih rukovodioca, uporedeni sa najboljom evropskom praksom).
Ukazano je da finansijski sektor najvise paznje poklanja klijentima, dok
gradevina (cementna industrija) u srediste poslovanja stavlja zajednicu
u kojoj posluje i svoje zaposlene, Sto odgovara i medunarodnoj praksi.
Medutim, sluzba za odnose s javnoscu il marketinga prevashodno se bave
odnosima sa zainteresovanim stranama u Srbiji, iz ugla slike preduzeca
u javnosti, bez dovoljnog razumevanja uloge zainteresovanih strana
u unapredenju poslovnog ucinka preduzeca, $to pokazuje nizi stepen
razvijenosti privrede i rani stepen tranzicije ka najboljim praksama
Evropske unije.

Kljucne reci: zainteresovane strane, drustveno-odgovorno poslovanje
(DOP), upravijanje, bankarstvo, gradevina (proizvodnja betona)
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Introduction

Our article tests the stakeholder management theory in the

case of Serbia, a country where modern corporate social

responsibility (CSR) management practice was introduced
relatively recently despite rich tradition of philanthropy

[69]. To validate the theory, we have formulated the

following two hypotheses:

o Hl:Intransition economies with weak stakeholder
management, CSR activities facilitate communication
with stakeholders. However, this process is predominantly
viewed as a public relations function rather than a
means of improving a company’s overall business
performance and sustainability.

«  H2:Inregulated industries, dominated by multinational
enterprises, such as the banking and cement
industries, stakeholder management in the CSR
context is more advanced.

These hypotheses are first contrasted against the
relevant literature review and then empirically tested
by means of a comprehensive, structured online survey
of business leaders in Serbia, further validated by semi-
structured in-depth interviews with top executives,
as well as desk research of top three market players in
banking and cement industries in Serbia, compared to
Hungary, Slovenia (selected as countries from the region
experiencing similar transition), as well as the European
Union (EU) leaders (mainly coming from Western and

Northern Europe).

The role of CSR in stakeholder management:
From understanding to engagement

The origin of “stakeholder” in management literature
can be traced back to 1963, when the word appeared in
an international memorandum at the Stanford Research
Institute defined as “those groups without whose support the
organisation would cease to exist” [13, p. 174]. Consequently,
Freeman,known as “the father of the stakeholder theory”,
considered that the business objective should be to
supplement the “general welfare” for many, individuals
or groups, regardless of whether they are related [17], and

hence the role of stakeholders was intertwined with their
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ability “to affect or (be) affected by the achievement of the
organization’s objectives,” which Freeman also termed as
“Principle of Who or What Really Counts” [15, p. 411].
To this day, the concept has evolved and is now widely
recognised as a pillar of an organisation’s effectiveness
where “stakeholders play important roles as advocates,
sponsors, partners and agents of change” [28, p. 2].
Besides Freemen, numerous other authors have
discussed the concept of stakeholders, linking stakeholders
to objectives and performance [31]; or organisation’s
strategy [47]. Post et al. [50, p.229] indicate stakeholders’
double function as beneficiaries and/or risk bearers:
“The stakeholders in a corporation are the individuals
and constituencies that contribute, either voluntarily or
involuntarily, to its wealth-creating capacity by means
of their activities, and that are therefore its potential
beneficiaries and/or risk bearers.” Clarkson [8, p. 92]
conceptualises stakeholders by their rights and interests:
“Stakeholders are individuals or groups that have or
demand ownership rights or interest in the corporation
and its activities (past, present and future). The rights
or interests are the results of transactions or actions
undertaken by the corporation and they can be legal
or moral, individual or collective.” Mitchell et al. [42]
further derive a typology of stakeholders based on the
attributes of power, legitimacy and urgency, while Phillips
[49, p. 125] distinguishes between normatively legitimate
stakeholders (those to whom an organization holds a moral
obligation) and derivatively legitimate stakeholders (those
whose stakeholder status is derived from their ability
to affect the organization or its normatively legitimate
stakeholders). These definitions have implications for
stakeholder management [18] and developed in corporate
practice, leading to International Finance Corporation
definition of stakeholder engagement as “a means of
describing a broader, more inclusive, and continuous
process between a company and those potentially
impacted that encompasses a range of activities and
approaches, and spans the entire life of a project” [27].
As concluded by Jeffery [30, p. 8], “Organisations can no
longer choose if they want to engage with stakeholders
or not; the only decision they need to take is when and

how successfully to engage.”



Stakeholders, whether active or passive, internal or
external, primary, secondary or key, narrow and wide, are
essential for the success of a company, a specific business
project or activity [16]. Recognition and inclusion of
stakeholders at an early stage of a project, or business
goal can greatly decide the positive outcome, and ensure
avoiding the relevant business risks. After analysing 400
strategic decisions, Nutt [46] demonstrated that half had
‘failed’ (status: not implemented, partially implemented,
produced poor results) because decision makers miscarried
to align them with the interests and information held by
key stakeholders. Thus, Freeman [16] proposed that each
company generate some type of a “generic stakeholder map”
where stakeholders would be analysed and strategically
determined according to their level of influence, which
we took as a basis for our empirical research.

Stakeholder management is thus deemed an integral
partof sound, responsible and sustainable business practice,
and ISO 26000 [29], the Global Reporting Initiative [20]
and Global Compact Communication on Progress [66] are
using stakeholder mapping as one of core pillars in their
reporting principles. Besides, recent research highlighted
“the importance of greater alignment not only between
the interests of stakeholders and those of managers in CSR
departments, but also between stakeholders and business
or operational units within the same organisations” [30,
p- 20].

Importance of stakeholders in Serbia's business
(and CSR) practice

Over thelast decade, there has been significant progress in
reporting and overall transparency of business activities
of Serbian companies, which are publishing more
information about the achieved financial and operating
results, ownership and management structure, as well
as results in the area of responsible business practice.
At present, companies mainly communicate their CSR
performance by means of official Internet presentations,
press releases and other forms of media publicity [71].
CSRreporting is still rare; only around 20 companies use
either the Global Reporting Principles (GRI), or the Global

Compact Communication on Progress (GC COP), which
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are not subject to external verification except in seven
cases'. These reports inevitably include an overview of a
company’s stakeholder management. Thus, the pressure
exerted on Serbian companies by media, non-governmental
organisations (NGOs), consumers, trade unions, investors
and business partners as a reaction to socially irresponsible
behaviour is still incomparably smaller compared to
developed countries [72]. However, with the progress of the
European Union (EU) accession process the expectations
of stakeholders in Serbia towards CSR have also increased.
Consequently, in February 2014 the “First Cross-sectoral
Panel on CSR and the Role of Business Sector in the
Society“ was organized by the Business Leaders Forum,
and attended by business executives, government officials
and NGO representatives, aiming to discuss the importance
of CSR for sustainable growth and European integration
process. The Head of the European Union Delegation in
Serbia, H.E. Michael Davenport then concluded, “EU will
not impose any special standards regarding CSR, but it
will certainly insist on general principles: obeying the law,
respecting ethical, environmental, consumer rights... are
goals to which the society should aspire. As Serbia makes
progress in the accession process, Serbian companies will
have to adapt to the way businesses are managed across
Europe, and CSR is an integral part of this process” [61].

In our article, we will focus on companies from two
industries: banking and the cement industry, which are
subject to regulated product or service declaration and
accountable advertisement, monitored by consumers’
associations and exposed to media attention. They are also
dominated by multinational companies, which generally
bring more advanced business practices to transition

economies.

Empirical study of businesses approach to
stakeholder management

To test whether stakeholders are engaged in CSR activities
in Serbia, and whether CSR is viewed as a PR tool or a
means of improving a company’s overall performance
and sustainability, a comprehensive online survey

with 92 business managers was conducted, followed by

1 Coca-Cola, Delta Holding, Erste Bank, Hemofarm, Holcim, NIS and Titan
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individual, anonymous, in-depth interviews conducted
with 10 Serbian top executives. These interviews were
conducted between September 2013 and January 2014,
with additional, comparative desk research undertaken
until January 2015. Surveyed participants originated
from successful Serbian companies, with emphasis on
top exporters [53], companies awarded for CSR practice
[64] and members of the Global Compact in Serbia [67]
and/or Business Leaders Forum? [54]. The executives who
participated in direct interviews were selected according
to the company’s successful market position, sound CSR
practice and personal reputation (membership in leading
business associations, personal philanthropic beliefs and
media visibility), with a particular focus on representatives
from banking and cement industries. The characteristics
of the sample used in the online survey and the in-depth

interviews, are presented below (see Table 1 and Table 2).

The survey questions were structured around the
Global Reporting Initiative (GRI) criteria [20], focusing
on stakeholder management as an integral part of sound,
socially responsible business practice. The responses were
close-ended and, when possible, scaled on 1-5 gradient
to enable quantifiable measurement. A high, 92% of
surveyed participants (see Figure 1) showed awareness of
the importance of individual stakeholders, by identifying
at least three different stakeholder groups. The majority
(74%) highlighted the significance of consumers (clients,
customers) for the success of their business activities,
cognisant that without consumer acceptance, including
alignment with sustainable consumption trends, their
products/services would not have a market [40]. Secondly,
significant importance was granted to the employees as
core internal stakeholders - 61%, a positive finding for

Serbia where close to 20% of citizens are unemployed [58].

Table 1: Quantitative online survey (n = 92, business (usually mid-level) managers)

Industry .
Service: 80%

Manufacturing: 20%

Large companies: 46%

Organizational form/size

Mid-size companies: 23%

Small companies, business associations and NGOs: 31%

1- 200 employees: 53%

Employees 200-1000 employees: 21%

Over 1000 employees: 26%

Private, foreign capital: 58%
Ownership Private, domestic capital: 31%

State-owned: 11%

Yes: 48%
CSR awards No: 45%

Do not know: 7%
Gender Female: 57%

Male: 43%

Table 2: Qualitative in-depth research (n = 10, top executives)

No. Industry Size Employees ~ Ownership, Legal form Gender
1. Chairperson, Executive Board, Banking Industry Large 1,500 Private, Foreign, Joint Stock Company M
2. Executive Board Member, Banking Industry ~ Large 510 Private, Domestic, Joint Stock Company M
3. Executive Board Member, Cement industry ~ Large 276 Private, Foreign, Limited Liability Company F
4. Executive Board Member, Cement industry ~ Large 275 Private, Foreign, Limited Liability Company M
5. Mayor, Municipality 195,000 citizens 171 State Municipality M
6. President of the Foundation, Media Large 250/10 Private, Foreign, Non-profit M
7. CEO, Creative Industry Medium 52 Private, Domestic, Limited Liability Company M
8. CEO, Medical Device Industry Small 50 Private, Foreign rep. office M
9. CEO, Pharmaceutical Industry Medium 600 Private, Foreign, Limited Liability Company M
10. CEO, Media and Publishing industry Large 315 Private, Foreign, Limited Liability Company F

2 Renamed into Responsible Business Forum (2015)
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Figure 1: Selection of key stakeholders with impact on future business operations (up to 3 answers)

Business Associations

I 14.12%

R 74.12%

Media | 35.29%

Consumers

Employees NG 61.18%
NGOs [ 9.41%

Local Community

I 29.41%

State Authorities NG 40.00%
Suppliers [N 11.76%
0%  10%  20%  30%  40%  50%

Source: Quantitative survey of Serbian business managers (n = 85; unit: %)

Greenwood [21] argued that act of labelling employees
as stakeholders is more likely to serve the interest of the
organisation rather than the interests of employees. We
understand this to imply that a strategic view of employees
asan asset contributes to advanced business practice and
improved performance, expecting employees to gain
additional significance in Serbia as the market develops.
Thirdly, 40% of the participants noted the importance of
government for their business, since unanticipated changes
in the fiscal or monetary policy, legislation and overall
business climate may jeopardise business operations and
projected profitability. Highlighting importance of regulators
was specific to the manufacturing sector, particularly
medical devices, pharmacy, cement, beverage, tobacco
industries, butalso financial services. This was confirmed
in qualitative, in-depth interviews. Nonetheless, overall
importance of regulators is ranked relatively low, which
is in line with other international studies [60]. Fourthly,
about a third (35%) of business executives singled out the
media as a key stakeholder that could influence the firm’s
reputation positively or adversely, known as “headline
risk” [39]. Tabloidization, relatively non-transparent
ownership structure and insufficiently profiled business
journalism [10] render current media in Serbia capable to
both enhance business reputation and destroy it overnight.

Yet, only a small number of participants recognised
the importance of suppliers (12%) and the NGO sector

(9%). Global corporate scandals, which escalated as a
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result of poor supply chain practice®, or NGO pressure
regarding non-ethical business behaviour (especially in
the environmental area), are not a feature of the Serbian
market, not due to lack of malpractice, but rather because
of relatively weak advocacy capacities of the civil society, in
combination with pressing economic problems burdening
the citizens. On a positive note research has shown
that responsible behaviour towards employees (human
resources dimension) and towards customers and suppliers
(business behaviour dimension) act as complementary
inputs of financial performance, leading to mutual benefits
and reduced conflict between those stakeholders [7].
Nonetheless, recent research also shows that even more
regulated industries such as financial services institutions’
have limited understanding on impact they could have
by using their network of commercial clients to influence
global sustainability, and that the relationship between
the firm and its supply chain merits additional study [62].

As a confirmation of the previous finding, which
treats consumers as the most important stakeholder
group, 67% of business managers believe that their CSR
activities matter to the buyers of products or services (see
Figure 2). Academic survey results indicate that most
consumers appreciate and either do or would reward
firms that demonstrate sound CSR practice and/or offer
sustainable products and services, such as fair-trade [43].

Consumers expect firms to protect the environment and

3 eg. Enron, Nike, Bangladesh factory collapse
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Figure 2: Question “Are your CSR activities important to consumers?”

I don't know
24%

No
9%

Source: Quantitative survey of Serbian business managers (n = 85; unit: number and %)

behave ethically, basing an increasing number of purchasing
decisions on these factors (ibid).

However, in past research CSR in Serbia an important
paradox was detected in surveyed citizens’ response [59]:
“Business sector should inform the public about CSR
activities, but shouldnt communicate them further”.
They later explain “CSR should not be advertised, i.e.
the companies should not profit in that way, nor have
direct gains, if it is considered as “real CSR”. However,
companies are still expected to provide certain information
about their actions”. On one hand, citizens desire to be
informed, but they are also concerned that CSR activities
may be misused as advertisement. The opinion of business
managers is also divided with regard to this issue, although

the majority supports communication; 84% of surveyed

67%

business managers believe that their CSR activities should
be communicated to the public, while only 14 participants
are against it (see Figure 3).

Amongst the surveyed business managers, an
absolute majority (87%) considered it equally important
to inform both the internal and the external public about
the conducted CSR activities. Yet, a smaller share of
just 13% considered the internal public (employees) as
highly important stakeholders, which contrasts to 61%
surveyed managers identifying employees among top
three stakeholders (see Figure 4). Nonetheless, there is a
growing awareness of the internal public, and the potential
benefit from using CSR as a tool to attract, motivate and
retain qualified workforce, transforming them into “brand

ambassadors”, or valuable human resources (HR) tool

Figure 3: Question “Should CSR be communicated to the public?”

No
16%

Source: Quantitative survey of Serbian business managers (n = 86; unit: number and %)
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Figure 4: Question “Should CSR be communicated to the external public, internal public, or both?”

Internal only
13%

0%

Source: Quantitative survey of Serbian business managers (n = 86; unit: %)

[9]. Indeed, none of the participants believed that CSR
activities should be communicated towards external public
only, implying understanding that CSR is not exclusively
an external PR tool.

Inline with the results of the online business survey,
directly interviewed top business executives granted most
significance to the consumers. Majority (60%) believes
that they must fully shape their product/service offerings
in accordance with customer needs, in order to ensure
long-term sustainability, threatened by purchasing power
decrease, low barriers to entry and fierce competition in
certain sectors. Moreover, as members of top management,
exposed to media attention, they also underscored the
role of media in shaping a company’s reputation (50%)
despite awareness of limited participation and interest
of the media in informing the public about good CSR
practices and their outcomes, confirmed also by past
research on philanthropy in Serbia [3]. Multinational
corporations’ executives with local production presence,
led by cement industry representatives, all agreed that
successful business relies on strong local community, and
that they should develop together. Moreover, employees,
media and local community are the top three ranked
categories for these executives. 40% of executives also cited
shareholders as important internal stakeholders, as well as
executive managers who “should create a balance between
shareholders and stakeholders, design a strategy which
will bring added value to the company, so that owners

wouldn’t treat CSR as expense, but rather as a gain. CSR

External only
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Internal and
external
87%

should be incorporated in the management education
process” (President of the Media Foundation). The local
community and Government/regulatory bodies are viewed
as equally important stakeholders by 40% of interviewed
executives. Employees were ranked as important only
by 30% of executives (cement industry included) which
contrasts to online survey findings where mid-level managers
valued more highly the importance of employees (61%).
Therefore, we can conclude that mid-level management is
closer and more sensible to the employees’ concerns and
role in business development. None of the interviewed
executives mentioned the suppliers, calling attention to
the fact that this question, highly pertinent at the global
level, has not yet reached the same level of significance in
Serbia, where supply chain responsibility is often reduced to
basic fulfilment of contractual obligations. A municipality
president deduced that it is important for management
that “channels for communication with stakeholders are
carefully selected, as you cannot conduct an identical
dialogue with everyone”. Stakeholder dialogue is an
important source of information that improves dealings
and results, creates legitimacy for business decisions; in
turn, for stakeholders it represents an opportunity to raise
important questions about their concerns and expectations,
and possibly participate in decision-making. With the aim
of implementing a quality, two-way, continuous dialogue,
companies often use a dedicated communication plan, where
the level of the dialogue, model and intensity depends on

the levels of influence of specific stakeholders and their
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organisational forms [11]. Amongst surveyed executives,
such an advanced form of stakeholder relationship was
highlighted by representatives of the cement industry:
“Our Community Advisory Panel consists oflocal decision
makers and NGOs, which are surveyed annually about our
relationship, with the aim of defining areas of additional

focus and/or needs for improvement”.

CSR function within Serbian companies
compared to EU practice

According to the database of good CSR practices in
Serbia [34] and analysis of companies’ official Internet
presentations, only a few companies in Serbia employ CSR
managers; in some, the HR Department or Regulatory
Affairs Office or Charity Foundation Director performs
this function, whilst the majority of companies have
assigned CSR to the PR and/or marketing sector. In the
course of research, we also observed that several large
companies have a CSR-dedicated web page with general
information, but without noting the responsible contact
person/unit. Some companies cite the contracted PR
agency, or head-office as responsible for CSR. This is
confirmed in our business survey, with 52% of participating
managers stating that the PR and/or marketing department
predominantly takes care of individual CSR projects and
actions (see Figure 5).

This implies that Serbian companies still principally

regard CSR as a PR tool that could improve their public

reputation, as well as the brand value and attributes [41]. A
fifth (20%) of the business survey participants confirmed
that their company employs a CSR manager, which implies
a more systematic, strategic CSR approach and practice
exceeding occasional charity activities. An additional 8%
of companies have established a charity foundation for CSR
activities, which entitles them to certain tax incentives or
work with the NGO sector to manage their CSR activities
in a transparent and institutionalised manner [52], [65].
Nonetheless, since the survey was geared toward leading
companies with more advanced business practices, this
number should be highly discounted for a more general
outlook on private sector CSR practice in Serbia. The study
of banking and cement industry practice demonstrates
that in these industries CSR is managed by the corporate
communications sector, albeit by a specific employee
fully dedicated to CSR activities and reporting. Moreover,
specially structured “CSR Committees” have recently
been introduced in the cement industry, composing of
top management, and dealing with strategic issues (noted
under “Other unit” in Figure 5). This novelty in approach
represents a leap to more strategic use of CSR and could
serve as an example of a good practice introduced to
the Serbian market. Our findings support the value-
enhancement hypothesis [6] and are consistent with
the premise that the top management in controversial
industries generally considers social responsibility to be
important although their products are harmful to health,

society, or environment.

Figure 5: Question “Which company unit is in charge of CSR activities and strategy?” (up to two answers)

Other unit (please state) s 1429%
Nobody is assigned B 549%
Office for Environmental B 330%
Foundation Director B 769%
CSR Manager D 18.68%

PR and/or Marketing Sector

Top Executives

0% 20%

Source: Quantitative survey of Serbian business managers (n = 91; unit: %)
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Stakeholder / CSR management in banking and
cement industries

The countries of Serbia, Hungary and Slovenia have been
selected for comparison on basis of regional and market
transition similarities, and further compared to leaders

in the European Union CSR practice. Market leaders in

Organization and Management

banking and cement industries were identified and screened
by means of a comprehensive analysis of official Internet
presentations (section relating to CSR/Sustainability)
and available annual CSR / Sustainability reports in the
period between November 2014 and January 2015 (see
Table 3 and Table 4).

Table 3: Top 3 banks in Serbia, Hungary, Slovenia and EU (Western Europe): Overview of main shareholders, CSR
management and CSR reporting

Banking Industry Key stakeholder(s) CSR managed by: CSR reporting
Serbia (aggregate results) ~ Customers PR/Marketing Sector, with Yes, in accordance to GRI and/or UN GC
dedicated person COP, without external verification
1.Banca Intesa [1] Customers, Employees, Media Relations Manager Yes, Sustainability Report: GRI/B level, not
Suppliers externally verified
2.Komercijalna banka [33] Customers (charity, art) PR Yes, UN Global Compact COP
3.Unicredit bank [68] Customers (Social Communications Not on local level, Unidea Foundation on
Entrepreneurship) Group level
Hungary Customers, and to extent PR/Marketing, with dedicated Yes, in accordance to GRI principles
(aggregate results) Community person
1.0TP Bank [48] Customers, Employees Marketing Directorate, with Yes, Corporate Social Responsibility Report:
designated manager responsible  GRI/B+, externally verified
for CSR
2.Erste Bank [14] Customers (Financial PR No, dedicated section within Annual Report
education, Charity, Culture)
3.K&H Group [32] Customers (Sports, Children ~ Communications with dedicated  Yes, K&H Sustainability Report: GRI:G3, not
Healthcare), Employees, CSR manager and CSR externally verified

Community (Environment)  Steering Committee (CSRSC)

Slovenia Customers, Employees andto PR No, but dedicated section in Annual Report
(aggregate results) extent Community
1.NLB [44] Employees, Community Corporate Communications Yes, Annual Report Social responsibility

(Culture, Environment,
Sports), Customers

2.Nova KBM [45] Employees, Community PR
(Environment), Customers
(financial literacy)

of the NLB Group based on GRI principles,
without external verification

No, dedicated section in Annual Report

3.SID Bank [57] Customers, Employees Communications No, dedicated section within Annual Report
Western Europe [2] Community CSR Department Yes
1.HSBC [26] Community (Environment),  Global Corporate Sustainability ~ Yes, Sustainability Report enclosed with
Customers (Equator Division Annual Report, with limited external
principles, Risk), Employees verification (Equator Principles, CO2
emission)
2.Santander Bank [56] Community (Environment),  Sustainability Committee, Yes, Sustainability Report, GRI/A+, with
Customers, Shareholders/ Sustainability Director, part external verification
Investors of communications, corporate
marketing, research division
3.BNP Paribas [5] Customers, Community Corporate Social Responsibility Yes, GRI/A, with external verification

(Exclusion, Education, Department

Culture, Climate Change),
Employees

2817
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Table 4: Top 2 cement industries (plants) in Serbia, Hungary, Slovenia and EU (Western Europe): Overview of main
shareholders, CSR management and CSR reporting

Cement Industry

Key stakeholder(s)

CSR managed by

CSR reporting

Serbia (aggregate results)
1.Holcim* [25]

2.Lafarge [38]

3.Titan [63]

Hungary
(aggregate results)

1.Duna-Drava Cement/
Heidelberg Cement [12]

2.Holcim Hongdria [24]

3.Lafarge Cement Hungary -
Kirélyegyhdza [36]

Slovenia (aggregate results)
1.Salonit Anhovo - Deskle [55]

2.Lafarge Cement - Cementarna
Trbovlje [37]

Leading EU/Western Europe-

headquartered cement companies

(aggregate results) [19]
1.Lafarge [35]

2.Holcim [23]

3.Heidelberg Cement [22]

Community

Local Community (Community
Advisory Panels, Stakeholder
Engagement Scorecard,
Environment), Employees

Local Community (Beocin
Business park, Environment),
Employees (safety at work)

Local Community (Our
community, our responsibility
stakeholder dialogue,
Environment), Employees

Local Community

Local Community
(Environment), Employees

Local community (Community
Advisory Panel), NGOs,
Employees

Local community
(Environment)

Local community
Local community, Employees

Local community

Local community

Local community (Stakeholder
panels), NGOs, Employees

Employees (Occupational
Health, Safety), Local
community (CO2 emission,
Community Engagement Plan,
Community Advisory Panels)

Local community (Community
advisory panels), Employees

PR / Marketing

Communications (dedicated
employee for CSR) and CSR
Committee

Communications

CSR Manager

PR

Communications

Communications, Holcim
Hungaria Home Foundation

Marketing Communications

n/a
n/a

n/a

PR

Lafarge Group Communications,
Sustainable Development

& Public Affairs, Senior

Vice President Sustainable
Development and Public Affairs

Corporate Communications,
Foundation for Sustainable
Construction

Group Communication

Yes, Sustainability Reports

Yes, Sustainability Report, GRI:
B+, externally verified (for 2012),
for 2013 - only CSR report

No

Yes, Sustainability report, GRI: A+,
externally verified

Yes, Sustainability reports

Yes, Sustainability report without
external verification

Yes, Sustainable development
report, GRI: B, not externally
verified

Yes, without external verification

No
No
No

Yes, GRI of highest mark, with
external verification

Yes, Sustainability Report, GRI:
A+, externally verified

Yes, GRI: A+, externally verified

Yes, Sustainability report, GRI:
A+, limited external verification on
C0,, health and safety

* Holcim and Lafarge announced merger on global level

Conclusions

Study of stakeholder management is significant from
economic development perspective since it reflects the
transition to modern market standards and a higher level

of economic governance [4], which is why the European
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Union as a policy maker, as well as the academic community,
has become increasinginly involved in this area. In our
study, the cases of strategically planned and developed
CSR based on stakeholder relations and engagement,
which were the subject of research of Hypothesis 1 are

still rare in Serbia, confirming that CSR is still primarily



viewed as a CSR tool with limited understanding
of its role in stakeholder management and business
strategy. Consequently, it is unsurprising to observe that
implementation of CSR activities is the predominant
task of the PR and/or marketing sector. Our findings
also indicate a potential for CSR to be developed from
charity and/or marketing to a management tool, where
CSR would be defined in relation to key stakeholders and
integrated in core business activity [70]. This conclusion
is supported by a high awareness of surveyed business
managers and executives with regard to importance of
various stakeholders, though there are differing views by
mid-level managers and executives relating to significance
of employees as stakeholders, while all identify customers,
government/regulator, media and local community as key
stakeholders. Executives, understandably, find regulatory
bodies to be a strongly relevant stakeholder, while suppliers
tend to be undervalued, indicating alower level of market
development in Serbia.

Our research, including an in-depth study of
banking and cement industries, demonstrates both an
advancement of CSR practice in more regulated industries
where multinational enterprises dominate, and certain
sector variations in terms of stakeholder focus. The cement
industry in particular has introduced more advanced CSR
practices and engaged the community in Serbia (with a
focus on environmental protection and local stakeholder
engagement panels), while the banking industry compared
to peers in the region and the leading EU countries
pays less attention to employees, implying a need for
a greater involvement of human resource managers in
CSR activities. According to an international study, the
businesses generally expect CSR to be mostly managed
by HR in the future [51], as this ensures that CSR can
become the organisation’s core activity and employees
the company’s “brand ambassadors”. With the same
aim, CSR accomplishments ought to be examined in the
executives’ annual performance evaluation, and CSR
activities listed in scope of work, in order to ensure its
place on executives’ agendas.

CSR is globally underdeveloped and insufficiently
exploited to improve a company’s core business by means

of a more quality stakeholder engagement as suggested
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by the presented literature findings, and therefore it is

even more challenging for a less developed economy to

advance its business practice in this regard. We therefore
conclude with recommendations for companies operating
in a transition environment such as Serbia:

o Corporate (and CSR) strategy should be structured
and adjusted based on mapping, engagement and
dialogue with key stakeholders, as a crucial factor
of credibility and success;

o Inaddition to complying with a legal obligation of
issuing annual reports and/or financial statements,
companies should also report on CSR/sustainabil-
ity. Reporting in accordance to GRI and/or Global
Compact Communication on Progress (GC COP) cri-
teria provides a broader and more transparent pic-
ture of the company, further engaging stakeholders;

o Companies should not expect that customers will
recognise and value responsible business practices, but
rather focus on sustainable products/services, which
will introduce new customer groups, or penetrate
to market niches. Thus, it is necessary continuously
to work on improving customer communication
channels, by enhancing the level of information and
knowledge, and using complaints as valuable tools
for business improvements. Consequently, the media
should be educated and channelled to report on good
practices and not only mispractice of companies;

o Using CSRasatool to engage employees and attract/
retain qualified workforce is an untapped resource
and should be paid more attention;

o Similarly, supply chain management needs to be
improved to achieve business success in the mid
and long-term.

The suggested policies could be further assessed
for impact, which may lead to additional fine-tuning.
Future studies may also be able to find ways to overcome
the current limitations faced by our research, including
unclear governance structure in terms of CSR responsibility
within the organization, with some companies and/or
managers considering this to be part of PR, marketing,
HR, operations, or even finance functions, and hence
resulting in a somewhat subjective choice of interviewees

in empirical research. One should also bear in mind the
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generally socially acceptable attitude of interviewees

leading to declarative commitments of executives towards

CSR, which calls for a more reserved analysis of their

statements. Furthermore, valuable sources such as CSR

reports are still relatively rare, with local subsidiaries of

multinational companies increasingly relying upon the

head office to publish just one, high level report. Additional

comparative studies may be particularly useful to verify

findings and allow for more consistent conclusions drawn

across countries and/or industries.

References

1

10.

11.

Banca Intesa Belgrade. Working with stakeholders. Retrieved
from: http://www.bancaintesa.rs/code/navigate.aspx?ld=600

Banks Daily. The 20 largest banks in Europe by market
capitalization (as of 30 April, 2014). Retrieved from: http://
www.banksdaily.com/topbanks/Europe/market-cap-2014.html

BCIF, Institute for Sustainable Communities & USAID. (2012).
Philanthropy in Serbia - attitudes and practice of citizens and
business sector. Retrieved from: http://www.tragfondacija.org/
media/PDF/BCIF%20-%20lstrazivanje%200%20filantropiji.pdf

Besirevi¢, V. & Trbovich, A.S. (2015). New Challenges of
Democracy in Serbia: Global Issues in Local Perspective.
European Review of Public Law (European Public Organization
and Esperia Publication), 27/1,435-481. Retrieved from: http://
www.eplopublications.eu/component/virtuemart/order-hard-
copies/erpl/erpl271952015-detail.html

BNP Paribas. (2013). Corporate Social Responsibility Report:
Working together as a responsible bank. In Being a responsible
bank: The CSR Policy of BNP Paribas. Retrieved from: http://
www.bnpparibas.com/en/responsible-bank

Cai, Y., Jo, H., & Pan, C. (2011). Doing Well While Doing Bad?
CSR in Controversial Industry Sectors. Journal of Business
Ethics, 108, 467 - 480.

Cavacoa, S. & Crifobc, P. (2014). CSR and financial performance:
complementarity between environmental, social and business
behaviours. Applied Economics, 46, 3323-3338.

Clarkson, M. (1995). A Stakeholder Framework for Analysing
and Evaluating Corporate Social Performance. Academy of
Management Review, 20, 92.

Cohen, E. (2010). CSR for HR: A necessary partnership for
advancing responsible business practices. Sheffield: Greenleaf
Publishing Limited.

Council for the Fight Against Corruption. (2015). Report on
the ownership and control of media in Serbia. Retrieved from:
http://www.antikorupcija-savet.gov.rs/saopstenja/cid1011-
2752/savet-objavio-izvestaj-o-vlasnickoj-strukturi-i-kontroli-
medija-u-srbiji

Crane, A. & Livesey, S. M. (2003). Are You Talking to Me?
Stakeholder Communication and the Risks and Rewards of
Dialogue. Social Science Research Network. In S. Andriof &
S. Waddock (Eds.), Unfolding Stakeholder Thinking Vol. II:
Relationships, Communication, Reporting and Performance
(pp. 39-52). Sheffield: Greenleaf.

290

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Duna Drava Cement. (2009). Building a sustainable future -
Sustainability report. Retrieved from: http://www.heidelbergcement.
com/NR/rdonlyres/8D4E4719-6A1E-42C9-89AB-724FCF6402EB/0/
fenntarth_en_09.pdf

Elias, A.A., CavanaR.., &Jackson, L.S. (2000). Linking Stakeholder
Literature and System Dynamics: opportunities for Research.
Retrieved from: http://ceur-ws.org/Vol-72/025%20Elias%20
Stakeholder.pdf

Erste bank Hungary Zrt. Corporate Social Responsibilities.
Retrieved from: http://www.erstebank.hu/en/corporate-
social-responsabilities

Freeman, R. E. (1994). The politics of stakeholder theory:
Some future directions. Business Ethics Quarterly, 4, 409-421.

Freeman, R. E. (2010). Stakeholder Management: Framework
and Philosophy. In Strategic Management: A Stakeholder
Approach (p. 53). Cambridge University Press.

Freeman, R. E. & Reed, D. L. (1983). Stockholders and
Stakeholders: A new perspective on Corporate Governance.
California Management Review, 25, 88-106.

Friedman, A. L. & Miles, S. (2006). Stakeholders: Theory and
Practice. Oxford University Press.

Global Cement. (2013). Top 75 global cement companies.
Retrieved from: http://www.globalcement.com/magazine/
articles/822-top-75-globalcementcompany

Global Reporting Initiative. (2013). G4 Sustainability Reporting
Guidelines. Retrieved from: https://www.globalreporting.org/
standards/g4/Pages/default.aspx

Greenwood, M. (2009). | used to be an employee but now
| am a stakeholder: Implications of labelling employees as
stakeholder. Asia Pacific Journal of Human Resources, 47,
186-200.

Heidelberg Cement Group. (2012). Sustainability Report
2011/2012. Retrieved from: http://www.heidelbergcement.
com/en/sustainability-report

Holcim. Publications and reporting: Sustainable Development
Reports. Retrieved from: http://www.holcim.com/sustainable/
publications-and-reporting.html

Holcim Hungary. (2011). Fenntarthatdsdgi jelentés 2011. Retrieved
from: http://www.holcim.hu/en/sustainable-development/
sustainable-development-report.html

Holcim Serbia. (2013). /zvestaj o odrzivom razvoju Holcim
(Srbija) d.o.o. za 2013. godinu. Retrieved from: http://www.
holcim.rs/odrzivi-razvoj.html

HSBC. Sustainability. Retrieved from: http://www.hsbc.com/
citizenship/sustainability?WT.ac=HGHQ_f2.4_On

International Finance Corporation. (2007). Stakeholder
Engagement: A Good Practice Handbook for Companies Doing
Business in Emerging Markets. Retrieved from: http://www.
ifc.org/wps/wcm/connect/topics_ext_content/ifc_external
corporate_site/ifc+sustainability/learning+and+adapting/
knowledge+products/publications/publications_handbook_
stakeholderengagement__wci__1319577185063

Ipsos Mori. (2009). Understanding your stakeholders: A best
practice guide for the public sector. Retrieved from: http://www.
ipsos.com/public-affairs/sites/www.ipsos.com.public-affairs/
files/documents/understanding-stakeholders.pdf

1SO 26000. (2010). Guidance on social responsibility. Retrieved
from: http://www.iso.org/iso/catalogue_detail?csnumber=42546.



30.

31

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

Jeffery, N. (2009). Towards a Customer Value Model for
Stakeholder Engagement: Understanding the Added Value to
Business. Cass Business School. In N. Jeffery (Eds.) Stakeholder
Engagement: A Road Map to Meaningful Engagement. The
Doughty Centre for Corporate Responsibility: Cranfield School
of Management. Retrieved from: http://www.som.cranfield.
ac.uk/som/dinamic-content/media/CR%20Stakeholder.pdf

Jones, T., Felps, W., & Bigley, G. (2007). Ethical Theory and
Stakeholder - Related Decisions: The Role of Stakeholder
Culture. Academy Management Review, 32, 137-155.

K&H Group. Corporate social responsibility. Retrieved from:
https://www.kh.hu/publish/kh/en/kh_group.html

Komercijalna banka. Corporate Responsibility. Retrieved from:
http://www.kombank.com/corporate-responsibility

Krsti¢, N. (2014). Research of CSR applications in the Serbian
companies’ management strategy. In Development of Corporate
Social Responsibility as part of Serbian Companies’ Management
Strategy (pp. 166 — 167). Doctoral Thesis, Faculty of Economy,
Finance and Administration, Belgrade: Singidunum University.

Lafarge. Sustainability Report. Retrieved from: http://www.
lafarge.com/en/sustainability-report

Lafarge Hungary. Tébb Mint Kérnyezetvedelem mdsodlagos
tiizeléanyagok haszndlata a cementgydrtdsban. Retrieved from:
http://www.lafarge.hu/letoltes/masodlagos_tuzeloanyagok.pdf

Lafarge Slovenia. Druzbena odgovornost. Retrieved from:
http://www.lafarge.si/druzbena-odgovornost/

Lafarge Srbija. Odrzivi razvoj. Retrieved from: http://www.
lafarge.rs/wps/portal/rs/rs/6-Sustainable_development

Lipman, F. D. & Hall, S. E. (2008). Compensation Committee
Ordinary Operations. In Executive Compensation Best Practices
(p. 60). New Jersey: John Wiley & Sons.

Maignana, I., Hillebranda, B., & McAlisterb, D. (2002). Managing
socially-responsible buying: how to integrate non-economic
criteria into the purchasing process. European Management
Journal, 20, 641-648.

Melo, T. & Galan, J. I. (2011). Effects of corporate social
responsibility on brand value. Journal of Brand Management,
18, 423-437.

Mitchell, R, Agle, B.R., & Wood, D.J. (1997). Toward a Theory of
Stakeholder Identification and Salience: Defining the Principle
of Who and What Really Counts. Academy of Management
Review, 22, 853-886.

Mohr, L. A., Harris, K. E., & Webb, D. J. (2001). Do Consumers
Expect Companies to be Socially Responsible? The Impact of
Corporate Social Responsibility on Buying Behaviour. Journal
of Consumer Affairs, 35, 45-72.

NLB Bank. (2013). 2013 Annual Report Social responsibility
of the NLB Group. Retrieved from: http://www.nlb.si/annual_
report_social_responsibility_of the_nlb_group-2013.pdf
Nova KBM. Responsibility towards social and economic
environment. Retrieved from: http://www.nkbm.si/responsibility-
social-economic-environment

Nutt, P. C. (2002). Why Decisions Fail: Avoiding the Blunders
and Traps That Lead to Debacles. San Francisco: Berrett-
Koehler Publishers, Inc.

Nutt, P. C. & Backoff, R. (1992). Strategic management of Public
and Third Sector Organizations: A Handbook for Leaders (p.
439). San Francisco, CA: Jossey-Bass.

291

48.

49.

50.

51.

52.

53.

54.

55.

56.

57.

58.

59.

60.

61.

62.

63.

64.

65.

Organization and Management

OTP Bank Hungary. Corporate Social Responsibility, Stakeholder
relationships. Retrieved from: https://www.otpbank.hu/csr/
en/main

Phillips, R. (2003). Stakeholder Legitimacy. In Stakeholder
Theory and Organizational Ethics (119-127). San Francisco:
Berrett-Koehler Publishers.

Post, J. E., Preston, L. E., & Sachs, S. (2002). The Stakeholder View:
Conclusions and Implications. In Redefining the Corporation:
Stakeholder Management an Organizational Wealth (pp. 229-
254). Stanford University Press.

PriceWaterhouseCoopers. (2007). Managing tomorrow’s people
- The future of work 2020. Retrieved from: https://www.pwc.
com/gx/en/managing-tomorrows-people/future-of-work/
pdf/mtp-future-of-work.pdf

Republic of Serbia. (2011). Corporate Profit Tax Law, RS Official
Gazette, Nos. 25/2001, 80/2002, 43/2003, 84/2004, 18/2010,
Article 15. Retrieved from: http://www.mfin.gov.rs/UserFiles/
File/english/Corporate%20Profit%20Tax%20Law.pdf

Republic of Serbia, Ministry of Finance. (2013). Top Serbian
Exporters. Retrieved from http://www.mfin.gov.rs/pages/
article.php?id=9555&#txt9555

Responsible Business Forum. Retrieved from http://fop.
odgovornoposlovanje.rs/home.60.html

Salonit Anhovo. Druzbena odgovornost - nase vodilo. Retrieved
from: http://www.salonit.si/o_druzbi/druzbena_odgovornost/

Santander. Santander and sustainability. Retrieved from: http://
www.santander.com/csgs/Satellite/CFWCSancomQP01/en_
GB/Corporate/Sustainability.html

SID Banka. (2013). Annual report of SID Bank and the SID Bank
Group. Retrieved from: http://www.sid.si/documents

Statistical Office of the Republic of Serbia. (2015). Labor Force
Survey, Il quarter 2015. Retrieved from: http://webrzs.stat.gov.
rs/WebSite/repository/documents/00/01/84/16/RS10_232_
srb-1l_kvartal_2015.pdf

Synovate & Smart kolektiv. (2010). Drustveno odgovorno
poslovanje iz perspektive gradana. Retrieved from: http://
cpanel.humanlayer.com/upload/documents/Synovate%20
CSR%20Kvantitativno%20istrazivanje_okt10_Serbian.pdf

Taghian, M., D'Souza, C., & Polonsky, M. (2015). A stakeholder
approach to corporate social responsibility, reputation and
business performance. Social Responsibility Journal, 11, 340-363.

The Delegation of the European Union to the Republic of Serbia.
(2014). More social responsibility - a better society. Retrieved
from: http://www.europa.rs/mediji/najnovije-vesti/3733/Vi%
C5%Ale+dru%C5%Altvene+odgovornosti+%E2%80%93+b
olje+dru%C5%Al1tvo.html

Thien, G. T. K. (2015). CSR for Clients' Social/Environmental
Impacts? Corporate Social Responsibility and Environment
Management, 22, 83-94.

Titan cementara Kosjeric. Drustveno odgovorno poslovanje.
Retrieved from: http://www.titan.rs/home/page/9/DOP/

Trag fondacija. Virtus. https://www.tragfondacija.org/pages/
virtus-sr.php

Trag Foundation & Golubovic, D. (2013). Vodic za korporativnu
filantropiju “Dobro se dobrim vraca”: Kako darovati u opstekorisne
svrhe? Retrieved from: http://www.tragfondacija.org/pages/
sr/javne-politike/poreske-olaksice.php



EKONOMIKA PREDUZECA

66. United Nations Global Compact. The Communication on Progress 70. Visser, W. (2011). The Age of Responsibility: CSR 2.0 and the
(COP) in Brief. Retrieved from: https://www.unglobalcompact. New DNA of Business. John Wiley & Sons Ltd.
org/participation/report/cop 71. Vlada Republike Srbije; Generalni sekretarijat. Strategija razvoja

67. United Nations Global Compact. Act Globally Engage Locally i promocije drustveno odgovornog poslovanja u Republici Srbiji
—Serbia. Retrieved from: https://www.unglobalcompact.org/ za period od 2010. do 2015. godine. Retrieved from: http://
engage-locally/europe/serbia www.gs.gov.rs/lat/strategije-vs.html

68. Unicredit Bank Serbia. (2013). Financial Reports and Statements, 72. Wolf, J. (2013). The Relationship Between Sustainable Supply

Annual Report 2013. Retrieved from: http://www.unicreditbank.

Chain Management, Stakeholder Pressure and Corporate

rs/?jez=EN&p=7

69. Vejinovi¢, S. (2012). Zaduzbinarstvo kod Srba. Beograd: Promete;j.

Sustainability Performance. Journal of Business Ethics, 119,
317-328.

Natasa Krstic

is Assistant Professor at the Faculty of Media and Communications — FMK, Serbia. She holds a PhD in
Management Science (FEFA, Singidunum University), a Masters Degree in Economics (University of Belgrade)
and Professional Diploma in Digital Marketing (The Institute of Direct and Digital Marketing, London). Dr
Krsti¢ headed the Marketing and corporate communications division of leading international banks in Serbia
- Eurobank and UniCredit Bank for 15 years, actively promoting the corporate social responsibility (CSR)
within the management agenda and fostering sound stakeholder practice among businesses and NGOs.
Natasa Krstic was a Board member of the Serbian chapter of the UN Global Compact for two consecutive
mandates and the President of the Banking Sustainability Working Group in the Serbian Banking Association.

Ana S. Trbovich

is Full Professor at the Faculty of Economics, Finance and Administration - FEFA. She holds a PhD (Fletcher
School), two Masters Degrees (Master of Art in Law and Diplomacy, Fletcher School; Master in Public
Administration, Harvard Kennedy School) and BA (Tufts University, triple-major in Economics, IR and French
Literature). Dr Trbovich consults for private and international organizations, including EU, OECD, World Bank
and USAID. From 2002 to 2006, she served as Assistant Minister of International Economic Relations, and
in 2013/14 as Special Advisor to Minister of Economy in charge of entrepreneurship and competitiveness
policy. Author of “A Legal Geography of Yugoslavia's Disintegration” (Oxford University Press, 2008), “Public
Administration and European Integration of Serbia”, co-editor of “Innovation and Competitiveness; Tools
for Success in EU Market”, etc. She serves on boards of prominent business associations in Serbia and the
Belgrade Philharmonic.

292



