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ABN AMRO Bank: 
banking on Brazil 

Introduction 

As a service industry which mainly employs white-collar workers, the banking sector 
does not always attract the same high levels of attention to its social impacts as 
do manufacturing industries with obvious environmentally damaging practices or poor 
labour standards. However, as a service provider to other organizations, the financial 
services industry has an important role to play in taking responsibility for its support 
and facilitation of responsible (or irresponsible) practices on the part of its customers. 
A number of banks have built their entire business around the strength of their ethical 
stance and social responsibility portfolio, such as the Dutch Triodos Bank and the 
UK's Co-operative Bank. However, mainstream leaders in the banking sector are now 
also demonstrating an awareness of the power they have to influence improvements 
inCSR through their policies. One such bank is the large Dutch group, ABN AMRO, 
which has long been involved in CSR in Europe, but has also, as we see in this case, 
developed a range of CSR practices in Latin America, and in Brazil in particular. 
These practices help us to see the range of CSR initiatives and challenges that 
multinationals may put in place across their operations, focusing in the main here on 
marketplace, community and environmental responsibilities. 

CSR in Latin America 

Challenges facing businesses in Latin America include free-trade treaties, corporate 
downsizing, offshore manufacturing, and the demand to be more socially and envi-
ronmentally responsible. Particular areas of concern here include deforestation and 
environmental degradation, unemployment, income inequality, corruption, and crime. 
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CSR has emerged alongside wider social, political and economic changes since the 
1980s in the region, including increased foreign investment and exports, privatization, 
democratization, and shifts in economic and political systems. The past decade or so 
has also witnessed increasing pressures from governments, non-governmental orga-
nizations, the media and local communities to encourage firms in Latin America to 
be more responsible, and to contribute positively to social and economic development. 
However, the social values and philanthropic approaches common to CSR are not new 
to Latin America, but rather have been embedded in the prevalent Catholic tradition. 
None the less, the level of engagement with CSR varies across Latin American coun-
tries, with Brazil, Chile and Mexico being the most advanced in terms of developing 
their own approaches to the phenomenon (de Oliveira, 2006). 

Focus on Brazil 

Brazil has the largest economy in South America and the ninth largest in the world. 
Paradoxically, it is a rich country with a poor population - a legacy of sixteenth-
century Portuguese colonial rule which has seen its inequalities entrenched by an 
authoritarian culture of military rule and centuries of slavery. Despite the recent 
democratization process, the richest 10 per cent of Brazilians receive 50 per cent of 
the nation's income, the poorest 10 per cent receiving less than 1 per cent. Power and 
assets (including land) are similarly inequitably distributed. In addition to social injus-
tice, problems experienced by the poor include malnutrition, disease, illiteracy and 
abject poverty. As a result of inequality, high levels of violence exist in Brazil's cities. 

From an environmental perspective, Brazil has an important global role, being 
home to 30 per cent of the remaining tropical rainforest in the form of the Amazon, 
and 10 per cent of plant and animal species. Cattle ranching, subsistence farming and 
commercial agriculture cause major deforestation in a country which is itself a signif-
icant energy consumer. Perhaps for these reasons, Brazil has long been associated 
with sustainable development: hosting the first Earth Summit in 1992 and convening 
the first World Social Forum in 2001. 

From the point of view of business, investing in improving poverty is a contribution 
to expanding markets as well as an issue of social responsibility. CSR activities 
have tended to focus on education as a means of contributing to the improvement of 
the social context, despite the rather more immediate problems of hunger, sickness, 
poverty and lack of opportunity. Wider pressure internationally has encouraged a focus 
on the environment and sustainability issues, while the establishment of CSR think-
tanks, and high-profile initiatives from leading corporations have helped to make 
Brazil probably Latin America's leading country in terms of CSR practice.1 

ABN AMRO Bank 

ABN AMRO Bank operates in the financial services industry with a history going back to 
1824. Since the merger in 1991 between Algemene Bank Nederland (ABN) and 
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Amsterdamsche-Rotterdamsche Bank (AMRO), it has been the largest bank in the 
Netherlands, the eleventh largest in Europe and twentieth in the world. It has a pres-
ence in sixty countries, although the four home markets are the Netherlands, the U SA, 
Italy and Brazil. The firm has been active in CS R for a number of years and in 2006 
was highly commended in the UK Financial Times Sustainable Bank of the Year 
Awards, coming second only to HSBC. ABIM AM RO was commended for 'global excel-
lence in environmental and social risk management'. The Dutch banking group was 
applauded for being a leading adopter of the Equator Principles (a financial industry 
benchmark for determining, assessing and managing social and environmental risk in 
project financing),2 and has a long-standing commitment to using sustainability as a 
driver for business growth and asset quality. 

ABN AMRO in Brazil: Banco ABN AMRO Real 

ABN AMRO began operations in Brazil in 1927, acquiring Banco Real in 1998. The 
resulting merged institution, Banco ABIM AMRO Real, is currently the fifth largest 
privately owned bank in the country and the second largest foreign bank. It employs 
over 28,500 employees across 5,400 branches, and services 9.7 million retail clients 
and over 3,500 corporate clients, including 400 of the largest corporations in Brazil. 
ABN AMRO's Brazilian subsidiary is therefore a major player in the country, and 
Brazil represents a key market for the Dutch company. 

The firm's approach to CSR is significant in that it is linked to the bank's core 
business of providing financial services rather than just a bolt-on approach to 
philanthropy. The firm was identified as a best-practice exponent in Sustainability 
consultancy's recent country study of Brazil.3 This identified that ABN AMRO Real's 
approach integrated responsibility issues throughout its business activities, including 
in particular the following: 

• Evaluation of its loan portfolio based on social and environmental risk for 
virtually all corporate clients (in partnership with the Eco-finance Project, an 
initiative of Friends of the Earth-Amazonia). This incorporates an extensive 
training programme for 1,100 branch and middle managers across Brazil. 

• Training of more than 1,800 relationship managers around opportunities arising 
from sustainability. 

0 Creation of an environmental and social business development department tasked 
with developing profitable products with direct social and environmental 
impacts. 

• Creation of the first Ethical Fund in Latin America: FIA ABN AMRO Ethical- 
Brazilian Equities). 

• Development of a supplier relationship department to address social'and 
environmental issues - a process involving extensive engagement of the com 
pany's major suppliers. The ABN AM RO Sustainability Report 2005 notes the 
recruitment of suppliers in Brazil to follow through the bank's commitment 
to sustainability further up the supply chain. This takes the form of a Suppliers' 
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Forum/ a supplier website as a medium of exchange on 
an e-sourcing system which automatically incorporates standard suftral 
development selection criteria. 

• .Annual reporting based on the Global Reporting Initiative guidelines. 
• The only bank in Brazil to be recipients of International Finance Cov^uv: 

money (a total of US$98 million) with which to finance social/ environment 1 
and corporate governance projects. 

One of the most striking aspects of the bank's engagement with CSR is its Rea\ 
Microcredito programme. This is a major microcredit initiative launched by the bank 
in 2002. Real M icrocredito is a for-profit micro-lending subsidiary of the bank that 
offers small loans to growing businesses that lack access to conventional forms of 
credit. Through the provision of microcredit/ the bank contributes to the economic 
and social development of its borrowers/ and more broadly promotes Brazil's economic 
growth. Accion (an international non-profit organization that fights poverty through 
microfinance) is a minority (20 per cent) shareholder in the venture. 

By 2005/ Real Microcredito had over 8/000 active clients - namely/ individuals 
or small enterprises/ 95 per cent of which work in the informal sector/ and which 
therefore do not have facilities to gain access to credit through the usual financial 
institutions that support small businesses. Loans are typically between US$89 and 
US$8/900/ and are often made to entrepreneurs in the favelas (slums) of Sao Paulo 
and Rio de Janeiro. The operational organization of Real Microcredito is designed to 
build a relationship between the bank's agent and the client/ with initial contact likely 
to   be  through   door-to-door  sales   calls.   The  timescale  from   application to 
approval/refusal is forty-eight hours/ with the agent visiting the client for an assess-
ment. Once approved/ the agent returns to the business shortly before a repayment is 
due/ seeking further to establish bonds.4 Interestingly/ despite the social aims of the 
programme/ ABN AM RO states in its 2005 Sustainability report that it is involved in 
offering microcredit xfor profit/ not for philanthropy'. 

Conclusion 

ABN AMRO Real is clearly seeking to be a CSR leader in both its industry and its 
region. The bank was awarded the 'Emerging Markets Sustainable Bank of the Year' 
Award for having shown outstanding leadership in sustainable banking/ and applying 
world-class standards to the integration of social and environmental objectives as 
a business driver throughout the institution. As such/ the bank has helped set best-
practice standards in sustainable banking for other Latin American banks. It played 
a leading role in the development of the BOVESPA sustainability index and launched 
Brazil's first carbon credit fund. As many as 4/280 socio-environmental deals were 
approved in 2005. In the same year they were also awarded the Good Corporate Citizen 
Best Practice by Brazil's business magazine/ EXAME. 

However/ the bank's approach is not/ of course/ without its problems. Some cus-
tomers/ for example/ take their stance as being a sign that they are not prioritizing 
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business objectives. In the parent company ABN AMRO's2005 Sustainability report, 
the following is cited from a company that no longer banked with them: 

Our company together with some of our peers, have the impression that 
ABN AM RO's business practices are too much influenced by the opinion of 
NGO's. Policies on restricting international transfers for certain countries 
should be set by the government, and not by our banker. 

(Worldwood, the Netherlands) 

For others, the bank is still seen as not doing enough, and it has been accused of hypocrisy 
for perceived inconsistencies in its international commitments. A coalition of environ-
mental NGOs marked the occasion of another environmental award being presented to 
the Dutch parent company in 2006 with a full-page advert (reprinted on p. 348)5 in the 
Washington Post denouncing the company as a hypocrite due to its bid to finance the 
controversial Sakhalin II oil and gas project in eastern Russia. While one of the NGOs 
placing the ad suggested that 'Sakhalin II's radical resource extraction is exactly the 
type of project that the Equator Principles were designed to prevent', another claimed 
that'ABN Amro giving money to Sakhalin II is the same as giving money for extinction 
of whales and the destruction of salmon runs'; 'ABN Amro should be a real environmental 
leader and reject financing for oil drilling in Sakhalin', it concluded. 

Finally, some of the bank's many employees might also feel that the company's 
priorities need rethinking following the announcement in April 2006 of an extension 
to its cost-cutting scheme that saw thousands of job losses in the mid-2000s. The cuts, 
primarily in the Netherlands, the US, the UK and Brazil, were partially offset by new 
hires in lower-wage countries, principally India, although the net losses amounted to 
more than 5,000 staff. Hence, while the firm is clearly a leader in much of its CSR 
activities in Brazil and elsewhere, the experiences of ABN AMRO also starkly illustrate 
the challenges CSR brings to large multinational companies given the tremendous scope 
of activities that CSR encompasses. 

Study Questions 

1 Set out the CSR issues and initiatives faced by the Brazilian subsidiary of ABN 
AM RO in the marketplace, workplace, community and environment. How aligned 
are its activities in these arenas? Do you think ABN AM RO's credibility as a 
global bank is strengthened or undermined by its CSR activities in Brazil? 

2 Can or should a bank be responsible for what its customers use its products and 
services for? Consider the implications of your answer for firms and their cus 
tomers in the following industries: (a) automotives; (b) armaments; (c) internet 
service provision. Explain any similarities or differences. 

3 Is it consistent that  ABN   AMRO  undertake  a social  project  like   Real 
Microcredito, then claim that they do so for financial rather than philanthropic 
reasons? Consider your argument in the light of David Vogel's discussions about 
the market for virtue and Porter and Kramer's assertions regarding the com 
petitive advantage of corporate philanthropy. 
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Review ABN AMRO's current Sustainability report. To what extent is the bank 
developing a tailored approach to Sustainability in Brazil compared with its oper-
ations elsewhere? Does the maxim 'think global, act local' suit the company, or 
do some Sustainability activities require global action as well? 

Notes 

1 For further information, see www.sustainability.com and Wanderley (2004), 
from where much of the information in this section was drawn. 

2 For more information, see the Equator Principles website (www.Equator- 
Principles.com). ABN AMRO led the initial drafting and adoption of the 
Principles in 2003 and immediately adopted a revised, strengthened version of 
the Principles in 2006. 

3 www.sustainability.com. Sustainability is an independent think-tank. Some of the 
details presented here are from their Country Study: Brazil, March 2006. 

4 Some information in this section is drawn from Mugica and Moura (2004). See 
their work for a more detailed case study. 

5 With thanks to the Rainforest Action Network for permission to reprint the 
advertisement 'An award for Outstanding Environmental Hypocrisy'. 
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Additional sources of information 

www.abnamro.com - ABN AMRO website. See the 2005 Sustainability report for 
further details on issues discussed here. www.accion.org - The not-for-profit 

group which is a partner in the Real Microcredito 
venture. 

www.bancoreal.com.br-ABN AMRO subsidiary in Brazil, Banco Real. 
www.ft.com - for information on the 2006 Sustainable Banking Awards. 


