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HIDDEN PREFERENCES IN SOCIAL RESPONSIBILITY
— THE ANALYSIS OF ERSTE SEEDS CORPORATE SOCIAL
RESPONSIBILITY PROGRAMME

REJTETT PREFERENCIAK A TARSADALMI FELELOSSEGVALLALASBAN
— AZ ERSTE SEEDS VALLALATI TARSADALMI FELELOSSEGVALLALASI
PROGRAMJANAK ELEMZESE

Banks are usually active in creating and operating corporate social responsibility (CSR) programmes for different reasons.
This paper analyses the Erste Bank SEEDS programme, which is dedicated to entrepreneurs promoting social welfare in
Hungary. A total number of 68 social entrepreneurs were selected from 203 applicants to participate in the programme.
To detect the success factors, the paper examines all proposals with content analysis. Then, using a bivariate logistic reg-
ression, the research estimates the probability of getting selected and identifies three critical factors: the potential social
impact, financial sustainability and the life cycle of the product or service. These results hint to the bank caring about so-
cial impacts but only if financial sustainability is assured. Some social activities (community building, health or sustainable
lifestyle) are less preferred than others (employment). The main contribution of the study is to present how corporate
social responsibility programmes can be analysed and what hidden requirements may be incorporated within them.
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A bankok vallalati tarsadalmi felel6sségvallalasa (CSR) kiilonb6z6 okokra vezethetd vissza. A tanulmany az Erste Bank SE-
EDS programjat vizsgalja, amely szocialis jolétet elGseqitd vallalatoknak szél Magyarorszagon. A 203 jelentkez6bdl 6ssze-
sen 68 tarsadalmi vallalkozas kerult a programba. A bekerilés sikertényezdinek felderitése a jelentkezék palyazatainak és
értékelésik tartalomelemzésével, majd logisztikus regresszié segitségével a kivalasztas valdszintségének elemzésével va-
[6sul meg. Az elemzés a programba keriilés szempontjabdl harom kritikus tényezét tar fel: a tarsadalmi hatast, a pénzigyi
fenntarthatésagot és a termék vagy szolgaltatas életciklusat. A bank tehat valéban t6rédik a tarsadalmi hatas elérésével,
de csak abban az esetben, ha a projekt megvaldsithatosaga és pénzigyi fenntarthatésaga biztositott. Néhany tertlet,
mint a kdzosségépités vagy a fenntarthatoé életmdd, kevésbé preferdlt szemben a munkahelyteremtéssel. A tanulmany f6
hozzajaruldsa annak bemutatasa, hogy hogyan lehet elemezni a vallalati tarsadalmi felel6sségvallalasi programokat, és
milyen rejtett kovetelmények lehetnek beépitve azokba.
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Engagement in a corporate social responsibility (CSR)
programme can be beneficial for a bank. Gangi, Me-
les, D’Angelo and Daniele (2019) analysed the relationship
between the bank’s environmental engagement and its risk,
and pointed out that a bank with more sensitivity towar-
ds environmental issues exhibits less risk. Liang, Chang
and Shao (2018) compared the banks listed on the Dow
Jones Sustainability Index (DJSI) with non-DJSI banks
and discovered that listed banks were more cost efficient.
Miralles-Quir6s, Miralles-Quirds and Redondo-Hernan-
dez (2019) revealed that commercial banks increased their
social responsibility to reinforce creditability and stake-
holders’ trust. The association between CSR and financial
performance was examined by Wu and Shen (2013): they
found a positive association. However, they also indicated
that CSR is negatively associated with non-performing lo-
ans.

If the application is a precondition for participation in
the CSR programme, it is essential to define and imple-
ment a selection process. Unfortunately, only a limited
number of research papers on the evaluation of applica-
tions are available. One of these is a comparative study
published by the European Commission (2012). This pa-
per analysed project selection processes in six different
EU member states, for three themes, across fourteen op-
erational programmes financed by the European Region-
al Development Fund from 2007 to 2013. The objectives
were to assess the effectiveness and efficiency of project
selection processes, to identify good practice examples
and to propose recommendations. According to this re-
port, the eligibility criteria or exclusion criteria are clearly
distinguished from the quality criteria. The quality of the
projects can be evaluated by qualitative assessment in-
volving external evaluators or scoring methods.

The Interreg IPA Cross-border Cooperation Pro-
gramme Hungary-Serbia was approved by the European
Commission in 2015, and it funded co-operation projects
of non-profit organisations. According to its final evalua-
tion report (Interreg IPA, 2019), the programme’s selec-
tion process consisted of four parts. After checking the
eligibility of applicants, a quality assessment was carried
out by two external assessors, whose selection was also a
strict procedure. Applicants received their final scores as
an average of the two assessments. In the case of signifi-
cant differences in the scores, a re-assessment process was
incorporated into the phase of definition of the projects
list. After approval of the final project list, the applicants
got feedback about their project proposals.

The grants manual of the Horizon 2020 work pro-
gramme (European Commission, 2015) also highlights the
importance of external, independent experts in the eval-
uation process. The evaluation extends to the following
criteria in this programme: excellence, impact and quality
and efficiency of implementation. For each criterion, the
assessors graded applicants from 0 to 5, with 5 being the
best score.

In this paper, binary logistic regression is used to pre-
dict the probability of applicants’ failure or success in
the Erste SEEDs programme in Hungary. The research
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also aims at identifying the “hidden” requirements, those
which were not explicitly formulated in the call for appli-
cations.

An excellent example of a CSR Programme is the Er-
ste SEEDS’ (Social Enterprise Establishment and Devel-
opment Support) non-profit enterprise development pro-
gramme launched in 2017, which can be interpreted as a
social innovation. The Erste SEEDS was a one-and-a-half-
year long investment-readiness and social entrepreneur
development programme in Hungary. It aims to support
participants to develop a social business model on their
own. Social entrepreneurs can also obtain investor rela-
tions through the bank and are prepared for further financ-
ing with bank loans. Moreover, this programme targeted
reduction of inequality and improvement of the quality of
life of the people in need.

Application was only possible for social entrepreneurs
in 2017. There was no other prerequisite for the applica-
tion. It was not only available for existing organisations,
but also for those who only had an idea to create a social
impact.

The practical implementation of useful concepts, for
the community, is often hindered by the fact that the idea
owners do not have experience in setting up, operating or
developing an organisation. Therefore, the primary goal
of the programme was not only the financial support, but
also to enhance knowledge. The Erste SEEDS programme
was created to overcome the pitfalls and challenges of new
organisations and to expand the business of existing or-
ganisations.

The successful applicants or participants of the pro-
gramme took part in training sessions, a mentoring pro-
gram and had the chance to receive a non-refundable grant
to launch or develop their businesses. The social initiatives
supported, until now, included aid to disabled persons and
people living in extreme poverty, and developing physical
and mental health. (Erste Bank Hungary Ltd., 2017a; Erste
SEEDS, 2020)

The programme was founded by Erste Stiftung and
received financial support from the European Union Pro-
gramme for Employment and Social Innovation (EaSI).
The 36-month program offered strong strategic support
for the first 18 months. During the implementation of the
programme, Erste Bank was assisted by advisory firms
and 91 volunteers, 13 of whom were members of student
organisations of the Corvinus University of Budapest and
their alumni network (Erste Bank Hungary Ltd., 2017a;
Erste Bank Hungary Ltd., 2018).

The current study aims to reveal the characteristics
which have boosted the probability to be admitted suc-
cessfully as a participant and examines the hidden pref-
erences of the Erste SEEDS programme in 2017. In the
analysis, a total of 203 applications were involved, of
which 68 were successful. The evaluation was carried out
with the involvement of experts, and the four-eyes prin-
ciple was applied in the evaluation process. Thereby, the
database comprises not only the short descriptions of the
projects but also the written assessments of two reviewers
for every application.
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This study uses two methodological approaches. The
first part is a qualitative research method, in which the
content analysis is performed. Using this method allows
the creation of indexes for the extension of social activities
and social impact, or economic feasibility as potential suc-
cess factors. Additionally, some other factors — life cycle
of the products or services — were identified, which can be
categorised clearly during the analysis. The second part
builds on a quantitative research method, where the data
generated in content analysis were examined with bivar-
iate logistic regression to find the success factors of the
participants in Erste SEEDS programme.

The relevance of this paper lies in the lack of similar
researches, which address the relationship between the
odds of enrolment in a development programme and suc-
cess factors for social entrepreneurs. This study may pro-
vide guidelines and a solid basis for social entrepreneurs
to prepare for an application, and the case study highlights
which projects have the preference of being selected. The
paper is structured as follows: after introducing the re-
search data in Section 2, the methodological descriptions
and the results obtained will be presented in Section 3, and
the paper ends with the drawing of inferences in Section 4.

Research Data

During the analysis, the table of the tender evaluation of
the applicants (Erste Bank Hungary Ltd., 2017b) was ex-
amined. Here, a summary of all the applicants’ ideas or
projects can be found, and the judgments are also includ-
ed. The judgments were formed by Hungarian experts:
they consist of two parts for each project: strengths and
weaknesses or risks, which are also listed in detail, in the
table.

Figure 1 shows the distribution of participants (68 suc-
cessful applicants) by legal status, these data are not avail-
able in case of non-participants. Seventy-five percent of
the enterprises are non-profit organisations, and only one
participant works as a sole proprietor. Private individuals

need to be explained, as not all participants were ready to
form a legal organisation before the programme. Many ac-
tivities are started from a private initiative and some peo-
ple keep working in their “normal” job and besides this for
social purposes. Only when there is a business case can
these people quit their job and devote themselves entirely
to the social activity, in which SEEDS grants can support
them.

Figure 1.
Number and proportion of participants
distributed by legal status

Sole
proprietorship

Private
individual

4
6% 1%
Corporations

6

9%

Nonprofit
corporations
6
9%

Nonprofit
organisations

Source: own compilation, based on Erste Bank Hungary Ltd. (2017a)

Many of the participants are working in several social ac-
tivities simultaneously, and most of them operate in man-
ufacturing. The topic chosen by most applicants is people
with disabilities. There is a wide range of ideas, which
include the recruitment of people with disabilities to the
development of accessible gardens and parks for people
with reduced mobility. Extreme poverty is the second
most-chosen topic. The primary focus here is to solve the
problem of employment in different regions of Hungary.
Some other essential elements need to be highlighted:
the table (Erste Bank Hungary Ltd., 2017b) also displays

Figure 2 and 3.

The life cycle of the applicants’ projects and geographical
scope of possible social impact distributed by participation

15%

I -5

Continuous supply of
goods or services

Existing prototype,
including customer
feedback

15%

.

70%

Business idea or plan
-

0% 20% 40% 60% 80%

Non-Participant ® Participant

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

More than one county
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the geographical scope of the potential social impact, the
main topics and the life cycles of projects. The latter var-
iable can be divided into three categories: first one, the
business idea or plan, where the implementation phase
of these projects is entirely missing; second, the existing
prototype, including customer feedback; and the last one
is the continuous supply of goods or services. Based on
the geographical scope, the extent of the possible social
impact of the implemented projects can be assessed. Fol-
lowing are the geographical extension categories in this
sample: Budapest, a limited number of municipalities, one
county and more than one county.

Figures 2 and 3 show the distribution of participants
and non-participants, based on the life cycle and geo-
graphical scope of their projects. The successful partici-
pants have relatively more developed projects (life cycle of
the products or services) than the rest of the sample. Out
of the 68 participants, 24 were already in the continuous
supply of goods or services phase at the time of application
and 16 had an existing prototype and customer feedback.
These represent 35.3 and 23.5 percent, successively, while
69.6 percent of non-participants still have only an idea.
According to the Chi-square test, there is a significant as-
sociation between the applicants and the life cycle of their
projects (p=0.01).

Related to geographical extension, it seems that the
only significant difference occurs for those projects where
just a narrow scope of society is affected by the possible
social impact. Only 13.4 percent of the participants’ pro-
jects reach a limited number of municipalities compared
to the 28 percent of non-participants’ projects. The social
impact is more effective when it reaches its target group
on a large scale when it has a wide geographical scope.
Two categories were created: if the geographical scope of
a project was broader (Budapest, one county or more than
one county), the dummy value is 1 and 0 otherwise. In this
case, there is a significant association between the appli-
cants and the geographical scope of their projects, accord-
ing to the Chi-square test (p=0.05).

Analysis and Results

Content Analysis
Qualitative content analysis is “a research method for
the subjective interpretation of the content of text data
through the systematic classification process of coding
and identifying themes or patterns” (Hsiech & Shannon,
2005, p. 1278). In this study, a qualitative research method
is used to process data for further quantitative analysis,
to enhance a more profound understanding of topics and
draw inferences from them. The usefulness of combining
the two methods was also underlined by Weber (1990).
Zhang and Wildemuth (2005) determined the process
of qualitative content analysis in eight steps: (1) prepare
the data, (2) define the unit of the analysis, (3) develop cat-
egories and a coding scheme, (4) test your coding scheme
on a sample of text, (5) code all the text, (6) assess your
coding consistency, (7) draw conclusion from the coded
data and (8) report your methods and findings.
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The content analysis of this study is based on these
eight steps; the process will be presented accordingly. The
text analysis relies on the table of the tender evaluation
of the applicants (Erste Bank Hungary Ltd., 2017b). The
table contains the extracts of applicants’ tenders and the
assessment of two reviewers per tender. Before the analy-
sis, the following questions arose: (1) What is the extent of
the social impact that should be reached by each project?
(2) What social topics do the projects target? (3) How de-
tailed is the business plan of social organisations? (4) Are
the inputs available to implement the projects? (5) Is there
a potential demand for the products or services? The last
two questions became interesting because of the economic
feasibility of the projects.

To answer these questions, a questionnaire of IFKA
NKft. (2020) (developer of a scoring system of social
enterprises) was used as a coding scheme, and an own
coding scheme was also developed to be able to assess
the business side of the organisations. The codes of the
questionnaire were transformed during the analysis. Some
topics were excluded from the model, and some new ones
were added due to the new themes emerging. The coding
schemes of social activity and social impact extension are
as follows. Relating to the aspect of content, the extension
of social activity was divided into nine categories, as vis-
ible in Table 1.

Table 1.
Categories of the extension of social activity

Signed by Extension of social activity
Al Employment
A2 People with disabilities, social inclusion
A3 Human, social, public service
A4 Education, competence development, aware-
ness-raising
A5 Protection of environment, health, sustainable
lifestyle
A6 Local products, services, retail, preserving heri-
tage, rural tourism
A7 Community building
A8 IT support
A9 Fundraising for charity purposes, including rein-
vestment of profit

Source: own compilation, based on IFKA NKft. (2020)

If any of the above categories were found in the text, the
social organisation got | point; if not, 0 points were given
for the project. After summarising the categories, the fol-
lowing calculation method was used:

. . .. SR_LA
Extension of social activity = lek ,

O
where A, is the activity indicator, which takes 1 if the ac-
tivity was mentioned in the application, and 0 otherwise.
In the equation, n is the number of potential activities,
which is 9. Figure 4 shows the number of applicants cat-
egorised by their scores, where the highest score is 6 out
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Figure 4.

Distribution of applicants categorised by their score of extension of social activity
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30% 29%  ogy,
25%
20%

15%

.

10% o %
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0%

1 2 3

H Participant

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

of 9 (reached by two applicants). According to the Chi-
square test, there is no significant association between
the success of the applicants and their social activity
score (p=0.05).

The extension of social impact was based on a total of 26
subcategories within seven main categories, as visible in
Table 2.

Table 2.
Categories of the extension of social impact

Signed by Extension of social impact

B1 Economic impact

Bl Improving labour ma.rk.et participation/reducing
unemployment, providing income to the poor

B12 Economic development

B2 Equality impact

B21 Development of equal opportunities

B22 A more inclusive/accepting/open/tolerant society

B23 Poverty reduction

B24 Dissemination of social innovations

B3 Community impact

B31 Development of individual/community skills

B32 Better social relations

B33 Strengthening social cohesion

B34 Healthier relationships/stronger families

B35 Individuals/communities able to become inde-
pendent

B36 Individuals/communities able to integrate

B37 Reducing the lack of basic skills

B4 Organisational impact

B4l Development of the non-profit sector
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B42 Development of social competencies
B43 More transparent organisations

BS Individual social impact

B51 Improving housing conditions

B52 Better living conditions

B53 Easier access to food supply (better quality food)
B54 Ensuring human dignity

B6 Cultural impact

B61 Preservation of cultural values

B62 Preserving diversity

B63 More educated communities

Bo64 Better health status

B7 Environmental effect

B71 Healthier environment

B72 Animal welfare

Source: own compilation, based on IFKA NKft. (2020)

The extension of the social impact was calculated as fol-
lows:

. L. Z}il SIj
Extension of social impact = ===

@)
where SI; is the indicator of social impact, which takes 1
if it was mentioned in the application, and 0 otherwise.
In the equation m is the number of potential social im-
pacts which is 26. Figure 5 demonstrates the distribution
of applicants by their scores, where the highest score is
14 out of 26 (reached by two applicants). According to the
Chi-square test, there is a significant association between
the success of the applicants and their social impact score
(p=0.05).
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Figure 5.

Distribution of applicants categorised by their score of extension of social impact

18% 17%
16% 15%
14% 13%
12% 11%
10%
10% 9% 0%
8%
5% 6% 6%
6% % 4%
4%
2%
0%
1 2 3 4 5 6

B Participant

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

In the case of the variables “business plan” and “inputs
and demand”, the self-developed coding scheme was used.
The assessment of projects is appropriate for grouping.
Within both variables, three groups are distinguished: (1)
“Low”, (2) “Medium” and (3) “High”.

The classification of “business plan” was conducted as
follows: a project was rated “Low” if the word “business
plan” was not mentioned in the assessment or if it was
mentioned in a negative context (e.g., very poor). “Me-
dium” category meant that the “business plan” was men-
tioned by the reviewer. The projects in which the phrase
“business plan” was mentioned in a positive context (e.g.,
very detailed) were classified as “High”. Figure 6 shows
the distribution of applicants by their “business plan”. Ac-
cording to the Chi-square test, there is a significant asso-
ciation between the success of the applicants and the clas-
sification of their business plan (p=0.01).

Figure 6.
Distribution of applicants categorised by the
classification of business plan

70%

60% 58%

50%

38%
40% 349,

28% 28%

30%

20% 14%

10%

0%

Medium High

m Participant Non-Participant

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

The variable “inputs and demand” was classified as fol-
lows: “Low” meant that inputs (human capital, equipment,
fund) and potential demand were missing in a large part

11%
10%

7

12% 12%
9%
%
%
%
4%
3% 2%
% o, [
1k
8 9 10 11 12 13 14

Non-Participant

based on the assessment. “Medium” occurred if inputs are
partially available or there is a conditional demand for the
products and services. “High” was reached by those ap-
plications which had all the inputs mostly available and
there was a probable market demand for their products and
services. Figure 7 represents the number of applicants cat-
egorised by the classification of the “inputs and demand”
of their projects. According to the Chi-square test, there
is a significant association between the success of the ap-
plicants and their classification of “inputs and demand”

(p=0.01).

Figure 7.
Distribution of applicants categorised by the
classification of inputs and demand
80% 75%
70% 66%
60%
50%
40%
30% 27%
18%

.7%

High

20%
10%
0%
Medium

B Participant Non-Participant

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

The variable “economic feasibility” is generated from
these two variables: “business plan” and “inputs and de-
mand” are combined; therefore, nine categories can be
distinguished. Figure 8 shows the number of applicants
based on the “economic feasibility” of their projects,
where the first category refers to the classification based
on “business plan”, and the second based on “inputs
and demand” of the projects. The variable is used as a
dummy variable: if one of the two has a classification of
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“Low”, the project got 0. According to the Chi-square
test, there is a significant association between the success
of the applicants and the “economic feasibility” of their
projects (p=0.01).

Three models were constructed for the analysis. Table
3 presents the variables used for the analysis; the three
models differ in the measurement level of the variables
and how they are included in.

Figure 8.
Distribution of applicants categorised by the classification of economic feasibility
35% 33%
30% 28%
21% 25%
23% 21% 1%
20%
15% 1% 10
10:/0 o 4% 7/03% 0
e I 0%2% 1% I 0% 0% 2
0% -
X &o& «2»\%\ \)oQA b‘§ *2\\% N -&o‘\ Q'\\%\
04A @@ qu Q& @e & '\Q}\ @e ; Sé\ ’
A% & v S S T <
S <+ & - &
H Participant Non-participant
Source: own compilation, based on Erste Bank Hungary Ltd. (2017b) )
To be consistent and objective, some checkpoints are ! Table 3.
built in the analysis. The first condition is that the pro- ! Explanatory variables
jects, which were included in the programme, were !
marked only at the end of the content analysis. Besides, Model | Model | Model
some filtering was done on the data set. One of these, ! I 1L 111
for example, is that if projects were grouped in cate- ! |Extension of social activity (scale X « «
gory “A1” (Employment) as a social activity, then all i |variable)
of these projects had to be included in category “Bl11” : |Extension of social impact (scale X
(Improving labour market participation, reducing un- : |variable)
employment). ¢ | Economic feasibility (dummy variable) | x X
; 1 (if “business plan” and “inputs
Regression Analysis ; and demands” are categorised as
In logistic regression, the dependent variable (y) is binary, ! Medium or High)
the value of which can be 1 and 0. In this study, the de- 0 (otherwise)
pendent variable represents the selection of an applicant ! | Business plan (category variable) X
in the Erste SEEDS programme: selected as a participant e
(success), not selected (falluré). . Modium
After the content analysis, the next step is to deter- -
mine which variables have an impact on an applicant i
becoming a participant. In the case of applications of so- | |Inputs and demand (category variable) X
cial entrepreneurs to a programme launched by a bank, Low
the following aspects can play an important role in the Medium
selection and, therefore, need to be considered when e
building the model. Because the applicants are social - :
entrepreneurs, social activity in which they operate and Life cycle (category variable) X X X
the impact they can achieve are essential. The wider the Business idea or plan
geographical scope of a project is, the larger its social Existing prototype, including
impact can be. Based on the life cycle, a project operat- customer feedback
ing in a higher phase confirms the effort already made ! Continuous supply of goods or
towards the goal of the applicant. The participants of the SCIVICES
programme can also obtain investor relations through the sl activities o X X
bank and its programme, and are prepared for further (dun}my Varlal?les) - - -
financing with bank loans. Thus, it is necessary to take 1 (if the applicant is socially active
) | in the defined field)

into account the economic feasibility of the projects.
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0 (otherwise)

Geographical scope (dummy variable) X X X

1 (Budapest; one county; more
than one county)

0 (only limited number of

municipalities)

Source: own compilation

In Model I, the variables “extension of social impact” and
“extension of social activity” were included in the model,
as described in the content analysis chapter; see equations
(1) and (2). In the case of the variable of “geographical
scope”, two categories were created: if the geographical
scope of a project is broader (Budapest, one county or
more than one county), it takes 1 and 0 otherwise. The
variable “economic feasibility” was included as a dum-
my variable and was created based on the classification
of “business plan” and “inputs and demand”. If one of the
two has a classification of “Low”, the project got 0, assum-
ing that the lower category projects were less preferred in
the selection process. The analysis is able to determine, in
terms of economic feasibility, whether higher categories
are more favoured compared to the lower ones.

Table 4.
Frequency and coding
of categorised variable “life cycle”

Parameter coding
Frequency
) @

Business idea or plan 114 0 0

Existing prototype,
Life |including customer 34 1 0
cycle | feedback

Continuous supply 83 0 1

of goods or services

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

According to Hamori (2016), categorised explanatory
variables can increase the explanatory power of the mod-
el. The projects’ life cycle is taken into account through
a category variable, where the reference category is the
“business idea or plan”. Table 4 shows the frequency and
the coding of the variable “life cycle”. The collinearity di-
agnostics confirm that in Model I, there are no problems
with multicollinearity.

Model II highlights which of the social activities were
more or less popular during the assessment. Instead of in-
volving the variable “extension of social activity”, catego-
ries “Al” to “A9” (Table 1) are used as dummy variables,
to cover the main social activity fields. The collinearity di-
agnostics confirm that in Model 11, there are no problems
with multicollinearity.

Model III uses more categorised variables: “business
plan” and “inputs and demand” are involved separately.
Therefore, we can examine which variable plays a more
significant role in the selection process in terms of the eco-
nomic feasibility of the projects. For both variables, the
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category “Low” was set as the reference category. Table
5 shows the frequency and the coding of both categorised
variables. The collinearity diagnostics confirm that in
Model I1I, there are no problems with multicollinearity.

Table 5.
Frequency and coding of categorised variables:
“inputs and demand” and “business plan”

Parameter coding
Frequency
) 2
Low 39 0 0
Inputs .
and demand Medium 131 1 0
High 21 0 1
Low 90 0 0
Business plan Medium 58 1 0
High 43 0 1

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

In all three Models 191 projects were analysed. Twelve ap-
plicants, of which one accepted participant, were excluded
from the examination because of the too many missing
variable values. In some cases, the entire extracts of appli-
cants’ tenders were missing, which are the basis for pro-
cessing data for quantitative analysis. In some other cases,
the “life cycle” or the “geographical scope” of the projects
were not available.

Logistic regression was conducted by applying the En-
ter method. The assumptions of the binomial regression
model are tested, all the assumptions are met. The results
are shown in Tables 6—8. According to the omnibus tests
of model coefficients, the new models (with explanatory
variables included) are explaining more of the variance in
the outcome over the baseline models. All the three mod-
els are statistically highly significant (p<.000).

Based on Table 6, five variables are entered in the equa-
tion, including the constant. The estimated coefficients of
extension of social impact can be interpreted as follows:
if the value of the extension of social impact increases by
one unit, which is measured as a percentage, then the odds
of being a participant in the Erste SEEDS programme is
multiplied by . In the case of variable “life cycle”, “only
idea or plan” was selected as the reference category. The
dummy “life cycle: existing prototype” is not statistically
significantly different from the reference category, but the
dummy “life cycle: continuous supply” is statistically sig-
nificantly different with a p-value of 0.012. Compared to
the reference category, being in the highest phase with the
project increases the odds of being accepted significantly.

It is also shown that a more economically feasible
project was more preferred in the selection process. Com-
pared to the category where “business plan” or “inputs
and demand” is classified as “Low”, existing demand for
the products and services, available inputs, and a detailed
business plan increase the odds of being accepted signif-
icantly. The only beta value that is less than 0 belongs to

VEZETESTUDOMANY/ BUDAPEST MANAGEMENT REVIEW
Lil. EVF. 2021. 5. SZAM/ ISSN 0133-0179 DOI: 10.14267/VEZTUD.2021.05.02

21



STUDIES AND ARTICLES

Table 6.
Variables in Model I

S.E. Wald df Sig. Exp(B)
Extension of social activity -4.029 1.743 5.342 1 0.0208 0.02
Extension of social impact 7.022 1.842 14.533 1 0.0001 1120.50
Economic feasibility 0.972 0.377 6.650 1 0.0099 2.64
Life cycle 6.559 2 0.0376
Life cycle: existing prototype 0.602 0.466 1.668 1 0.1965 1.83
Life cycle: continuous supply 1.093 0.433 6.374 1 0.0116 2.98
Geographical scope 0.696 0.455 2.333 1 0.1267 2.01
Constant -2.459 0.631 15.168 1 0.0001 0.09

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

the variable “extension of social activity”, meaning that
the more extensive the social activity is, the lower the
chances of being accepted are. Table 6 shows that the
variable “geographical scope” is not significant at 5%
level in Model I.

According to Model II (Table 7), five variables are
significant, including the constant. In addition to Model
I, using dummy variables for social activities lets us show
that category “A7” was less preferred in the selection (it
is shown by negative beta coefficients), so it decreases the
odds of getting into the programme. (It is also possible
that projects in this field were less elaborated or could not
fulfil other important criteria.) Although other categories
of social activities are not significant in the model, it can
be assumed that some of the categories were more popular
in the assessment. In other words, being socially active
in the category “Employment” (A1) was worth more than

in category “Community building” (A7) in terms of the
admission to the programme.

Variable “Economic feasibility” is significant in Mod-
els I and II. Based on this result, those projects that were
sustainable on a business basis were favoured during the
assessment. This might be due to the fact that the CSR
programme was launched by a bank. Within the frame-
work of this programme, social entrepreneurs were also
prepared for further financing with bank loans. There-
fore, participants could become the customers of the bank
in the future. However, a bank provides credit when the
probability of default of its customer is low. This could
be the reason why the sustainable business model and the
opportunity of earning diversified income of social entre-
preneurs played an important role in the selection of par-
ticipants. This context highlights the special role of the
bank in a CSR programme.

Table 7.
Variables in Model Il

B S.E. Wald df Sig. Exp(B)
Extension of social impact 5.613 2.475 5.143 1 0.0233 273.92
Economic feasibility 1.171 0.405 8.354 1 0.0038 3.23
Life cycle 8.139 2 0.0171
Life cycle: existing prototype 1.015 0.521 3.801 1 0.0512 2.76
Life cycle: continuous supply 1.238 0.465 7.077 1 0.0078 3.45
Geographical scope 0.954 0.497 3.687 1 0.0548 2.60
Al 0.433 0.554 0.612 1 0.4341 1.54
A2 0.526 0.485 1.175 1 0.2783 1.69
A3 0.446 0.468 0.907 1 0.3409 1.56
A4 -0.886 0.455 3.793 1 0.0515 0.41
AS -0.911 0.474 3.692 1 0.0547 0.40
A6 -0.453 0.415 1.193 1 0.2747 0.64
A7 -1.003 0.420 5.698 1 0.0170 0.37
A8 0.019 0.640 0.001 1 0.9762 1.02
A9 -0.939 0.787 1.423 1 0.2330 0.39
Constant -2.927 0.738 15.736 1 0.0001 0.05

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)
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In Model 111, we can investigate economic feasibility
in more detail; see Table 8.
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the selection process. Variable “inputs and demand” is not
significant in Model III. Based on this result, in contrast

Table 8.
Variables in Model Il
B S.E. Wald df Sig. Exp(B)

Extension of social impact 6.404 2.584 6.143 1 0.0132 604.26
Business plan 6.180 2 0.0455

Business plan: medium 0.411 0.487 0.714 1 0.3982 1.51
Business plan: high 1.282 0.526 5.933 1 0.0149 3.60
Inputs and demand 2.668 2 0.2634

Inputs and demand: medium 0.808 0.616 1.721 1 0.1896 2.24
Inputs and demand: high 1.330 0.826 2.595 1 0.1072 3.78
Life cycle 7.119 2 0.0284

Life cycle: existing prototype 0.996 0.534 3.481 1 0.0621 2.71
Life cycle: continuous supply 1.205 0.485 6.174 1 0.0130 3.34
Geographical scope 0.994 0.512 3.775 1 0.0520 2.70
Al 0.248 0.568 0.190 1 0.6627 1.28
A2 0.373 0.503 0.549 1 0.4589 1.45
A3 0.476 0.479 0.991 1 0.3196 1.61
A4 -0.874 0.480 3.312 1 0.0688 0.42
A5 -1.010 0.478 4.459 1 0.0347 0.36
A6 -0.379 0.426 0.791 1 0.3738 0.68
A7 -1.096 0.434 6.370 1 0.0116 0.33
A8 0.195 0.642 0.092 1 0.7618 1.21
A9 -0.930 0.823 1.278 1 0.2582 0.39
Constant -3.585 0.859 17.431 1 0.0000 0.03

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

The added value of Model Il to the analysis is that it high-
lights the importance of the “business plan” of the appli-
cants. The dummy “business plan: high” is statistically
significantly different from the reference category (“Low™)
with a p-value of 0.015. Compared to the reference catego-
ry, a project where financial sustainability is confirmed by
a sound business plan was significantly more preferred in

to the projects’ financial sustainability, the existence of
inputs and demand did not play a significant role in the
selection process. Furthermore, in addition to the variable
“A7”, variable “A5” is also significant in this model. Thus,
being socially active in protecting the environment, main-
taining good health and having a sustainable lifestyle also
decreases the odds of being accepted significantly.

Figure 9a, b, c.

ROC curves for Models I, Il and Il
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Figures 9a, b, ¢ and Table 9 show the results of receiver
operating characteristic curves (ROC) and the area under
the ROC curve (AUC) of the models. Curves higher away
from the diagonal line correspond to a higher level of per-
formance.

Table 9.
Area under the curve for Models I, I, and llI
Asymptotic 95%
- | Confidence Interval
Model | Area 2l As.y ml.)

Error | totic Sig. | Lower Upper
Bound Bound

1 0.781 0.035 0.000 0.713 0.848

11 0.821 0.030 0.000 0.763 0.879
111 0.834 0.029 0.000 0.777 0.891

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

In the case of Model I, the AUC value is 0.781. In Models
IT and III, where a scale variable, “extension of social ac-
tivity”, is replaced by dummy variables, “A1” to “A9”, the
AUC value increased slightly. Regarding Model 111, the
inclusion of several categorised variables further increas-
es the AUC value. According to Hosmer and Lemeshow
(2000), while Model I presents an acceptable performance
level, Model II and III are considered to portray excellent
discrimination. Based on Hosmer and Lemeshow tests
(Table 12), the models adequately fit the data.

Table 12.
Hosmer and Lemeshow Test for Models I, II, and Il

Model Chi-square df Sig.
L. 9.830 8 0.277
1L 5.814 8 0.668
II1. 3.596 8 0.892

Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

Three decision trees are created to find the strongest in-
teractions between the dependent variable (success of the
application) and the independent variables used in the
three logit models above. The analysis identifies the char-
acteristics of groups of applicants and the classification
rules for the selection process. The CHAID (Chi-squared
Automatic Interaction Detection) method uses Pearson’s
Chi-squared to decide on variable splits.

Figures 10 and 11 show the tree-based classification
model of the variables for Models I, IT and III. Using the
explanatory variables of Model I and Model I, we get the
same results: the parent node containing all applicants
splits only into two child nodes, one contains the projects
with lower classification, the other incorporates those pro-
jects which are classified as “Medium” or “High”, in terms
of their economic feasibility. According to the results, a
higher “economic feasibility” increases the probability of
getting selected in the programme (50.5 percent). It is no-
table that this is not sufficient to meet only this one condi-

tion to be a participant, as the group includes almost the
same proportion of non-participants (49.5 percent).

Figure 10.
Decision tree for Models | and I
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Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

Figure 11.
Decision tree for Model Il
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Source: own compilation, based on Erste Bank Hungary Ltd. (2017b)

Based on Figure 11, only the variable “business plan”
has a strong interaction with the dependent variable (suc-
cess of the application) in Model III. Results show that
although the existence of a sound business plan signifi-
cantly increases the chances of being a participant in the
programme, but it is not guaranteed.

The third tree (Figure 12) shows the result of Model
IIT when the variables “business plan” and “inputs and
demand” (which refer to the economic feasibility of a pro-
ject) are excluded from Model III. In this case, “life cycle”
is the predictor variable used for the primary split. If so-
cial entreprencurs already have an existing prototype or
a continuous supply of goods or services, the probability
of being a participant is 50.6 percent; otherwise, it is only
24.6 percent. However, if a social entrepreneur had only
a business idea or plan, this probability is increased by
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14.3 percentage points, if they are socially active in the
field of employment. If the entrepreneur does not operate
in this field, the probability of getting admitted is cut to
7.7 percent.

Figure 12.
Decision tree for Model Il excluding the economic
feasibility of the projects
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According to the decision tree analysis, the most impor-
tant classification rule in the selection was the projects’
economic feasibility and, especially, the elaboration of the
business plans. In addition, we can also see hidden prefer-
ence for a specific field of activity, like employment.

Conclusion

We analyse the relationship between the odds of enrol-
ment in a development programme and success factors for
social entrepreneurs in the application for Erste SEEDS
programme. We find three critical success factors: the ex-
tension of social impact, financial sustainability and the
life cycle of the projects.

For the successful selection of an applicant, it is es-
sential that the extension of a project’s social impact be as
wide as possible while the applicant should be socially ac-
tive in a limited number of areas. Financial sustainability
is also necessary, even in the case of social entrepreneurs.
Thus, it is advisable to have a detailed business plan at
the time of application. The life cycle of the projects is
also decisive: the more advanced the implementation of
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a project, the greater the odds of being a participant. If
the social entrepreneur has only a business plan or idea,
the probability of getting selected is dramatically higher,
especially if they are socially active in the field of em-
ployment. It seems that community building, protection
of environment, health and sustainable lifestyle were less
preferred than the other activity areas, like employment or
social integration.

Results show some hidden preferences in the review
process, especially in terms of economic feasibility; these
preferences were not stated directly in the call for applica-
tions. These findings can be of interest not only for future
applicants and for the decision-makers responsible for the
fine-tuning of the Erste SEEDS programme, but also for
other banks designing their own CSR schemes.
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