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Abstract 

This paper presents an assessment of soc ial responsibi li ty in selected leather 

process ing firm s in Add is Ababa prompted by the need to undcrstand its paramount 

importance in cond ucting business activities. The paper tr ied to assess how thcse 

companies are di scharging their social responsibi lity towards employees, the 

environment and the local commun ity. In order to co llect data both primary and 

sccondary data co llection too ls are used. The primary data co llecti on methods are 

questionnaire and interview and the seconda ry data are obtaincd from the Internet, 

di fferent books, vari ous related documcnts journals and newspapers. 

The project idemi fied that the industry has got a lot to do to be recognized as one 

which is conducting its business in a soc iall y responsible way espec ially towards 

employees, environment and the soc iety. Finally the paper recommended that the 

industry should try to be more responsib le to the above stake holders so as to be 

competit ive and survive in the business fo r long. 
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.lsses!"Jllelll o/Social ReSJl0lI!:ilbtll()O /11 'he Le(lIher 11I(/I(:;/IJi (A ('lise oj Selected Compllllies In Addis Ababa) 

Introduction 

1.1 GENERAL BACKGROUND OF THE STUDY 

Ethiopia has witnessed a remarkab le change in the business sector since the overt urn of the 

Derg regime which was characterized by the command economy. Thc poli ti ca l change has 

brought the economy reform of 199 1 wh ich laid a fertil e ground for Ihe emergence of many 

privately owned business organizations. Since then, many businesses have grown in size and 

expanded their operat ions. 

Most of these business orga niza ti ons be lieve that the single most important measure of 

success is their profitability to maximize owner's wea lth . Thi s misconception is main ly down '-.~ -
I , 
I._ 

to lack of awarc ness on Ihe parameters used fo r measuring success in the modern business 

I' 

I wor ld. In the modcrn bus incss era, the bottom line is not financ ial perfor mance onl y; success 

shou ld also be measured using the company' s soc ial and environmenta l impact. I 
I 

I 
The conccpt of soc ial responsibililY is actually a fai rl y recent one in the bus iness world , i ' .. f! , 

• 
which began gaining momentum since the 19605 but awareness about the soc ial --- . ~. ,. 

responsibility of business organ izations is rap idl y on the ri se and man y firm s are also 

acccpti ng this concept (Alessandro B, 2003). The leather industry is no except ion to th is fact. 

To thi s effect many leather producing and trading firm s wor ld wide are also realizing their 

responsibi li ty towards the soc ielY and the envi ronment. 

Social responsibil it y is "an organization"s obligation to maXl llll ze its positive impact and 

minimizc its negat ive impact on the soc iety'. In othe r words, it is ·the conce pt that businesses 

should be active ly concerned with the we lfarc of the soc iety at large' (Farmer R and Hogue 

W , 1995) 

I 
. I 
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./ssessmelll OJ.':;OC/{I! ReSpOIISlbdl(r 111 rI,e Lea/her Indus/I)' (A ('(m: oj Selecled Comp(fl1le.~ 11/ Add,:. ~b(lhaJ 

Thi s concept is applicab le to individua ls and govcrnments as we ll as orga ni zat ions. But when 

it is app li ed to business env ironment it is referred to as 'corporate soc ial responsibility' 

The concept of soc ial responsibi lity can be viewed from two broad perspectives: human 

responsibility and cnvironmenta l respons ibility. The human responsibi li ty aspect foc uses on 

the responsi bility of the organ izations towards the va rious parties associatcd with it, which 

are known as 'stake holders ' in business terms. These parties inc lude employees, owners 

(shareho lde rs), customers, investors, suppl iers, competi tors and the soc iety at large. The other 

aspect, Env ironmental responsibility focuses on the organization' s responsibility towards 

env ironment protect ion. 

This stu dy tries to look in to soc ial respons ibility of se lected leather process ing compa ni es in 

Add is Ababa towa rds employees, the envi ronment and the soc iety (loca l community). In 

general the concept of soc ial responsibi lity holds that business organizat ions should work in a 

manner in which the interests of the stakeho lders are protected or, at the vc ry least, they are 

not adversely aftected. A point worth mentioning here is the fact that the issue of soc ial 

res ponsibility extends beyond the lega l requirements of an orga ni zatio n i.e .. a mere 

comp liance to different ru les and regulations or po li cies and procedures does not mean that a 

company is di scharg ing its socia l responsibility effectively, it is rather something vo lun tar ily 

fulfil led by the orga ni zations. 

Like the firm s in other industri es, firm s engaged in processi ng of leather should al so rea li ze 

their social respons ibility towards the various parties assoc iated with them and the 

environment. However, the ways by whi ch these organi zations choose to fulfil their soc ia l 

respons ibility might be diffe rent. 
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The leather in dustry plays an importanl role in Ethiopia. The im portance of the sector is due 

to the large base of raw materi al and the long tradition in leather producti on which has 

contribu ted to the fo rm ation of knowledge and capab ilities. Ethiopia's livestock ranks among 

the best both in Afri ca and the world . The leather process ing sector is one of the top three 

fo rei gn exchange ea rner (A lessandro b. , 2004). The sector is a labor intensive sector 

employ ing nea rl y 10% of workers of the manufacturing sector. (CSA, 2007). 

Tab le I.! Ethiopia 's livestock popUlation 

Raw materi al Popu lation (In million) 

Cattle 34.5 

Sheep 20 

Goat 16 

.. 
So urce: " IIp :llfe ,vlV.a {1'IC11I1/e(fI/l e r. COlli 

This secto r li ke many other sectors depends on cooperat ion; horizontal linkages-coo peration 

among simi lar fir ms and vertica l linkages- cooperation between enterprises at different levels 

in the va lue chain. (Zewdie.S and et ai, 2004). Because of the aforementioned reasons, the 

leather processi ng industry is chosen to be the study area for the research topic. 

The prime moti ve o f thi s researc h project is to assess the concept of soc ial responsibi lity and 

the ways with whi ch leather process ing firm s try to fu lfi l it. The study focused on the 

assessment of soc ial responsib ili ty towards employees, the environment and the soc iety. 

3 
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2. Statement of the problem 

Thc issue of soc ial responsibi lity is a vita l concern for man y organiza tions. because th e rate 

and the ove rall succcss of companies is bccoming reliant on the potentia l to di scharge thei r 

soc ia l responsibility. Many business orga nizations are being moti vated to involve 

stakeholde rs in thei r dec ision mak ing and to address soc ietal challenges because today"s 

stake holders are in creas in gly aware of the importance and impact of deci sions taken by 

business organ izat ions up on society and the environment. These organizat ions are very much 

awa re of the im pact stakeholders can have on the orga niza tions too. because these days 

stakeholders can reward or punish organizati ons operating around them. 

The above statements clearly indicate that the concept of soc ial responsibility IS a major 

conce rn for many organizations as it means a matter of surviva l for th ose that are not 

effecti ve ly di schargi ng it and a means to get a competiti ve cdge for those effecti ve ly mak ing 

( 
use or it. l3ut thi s does not seem to be the case in the leather industry of Ethiopia. 

In view of the above facts the research tired to give an answer for the fo llowing basic 

questi ons. 

• What is the leve l of awa reness towards soc ial responsibility 

• What are the vari ous ways used to fullil responsib ility towards differcnt stakeholders 

• What are the ex isting constraints that prevent the companies from di scharging th eir 

soc ial responsibility 

• What remed ies shou ld be taken 10 alleviate problems regarding soc ial re sponsibility 

so that both the stakeholders and the company can reap its benefits. 

4 
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3. Objectives of the study 

The prime objective of thi s research project is to assess the applicat ion of socia l responsibility 

in se lected leather processi ng fi nns in Addis Ababa. To this end the project tried to address 

thc foll owing specific objecti ves: 

I. Descri be areas where soc ial responsibi lity should be take n seriously 

II. Assess the level oFapplication of soc ial respo nsibility 

III. Ide ntiFy the various ways to fu lfil respons ibi lity towards different stakeholders. 

IV. Suggest poss ible so lutions to all ev iatc the constrai nts to enhance the role of applyi ng 

soc ial responsi bility. 

4 Significance of the study 

The role played by soc ial respons ibi lity is of a paramount im pOltance for business 

orga ni zations wo rking among diffe rent stakeholders. But the idea is not seri ously taken in to 
"--" 

account by the businesses and its app lication is impended by many constra ints. Th us, the 

result of the study has the fo llowing importance: 

• The concept of soc ial respons ibili ty is little understood by the leathcr industry as is in 

th e other industries. Therefore, the study will be a contribution to the knowledge on 

the issue. 

• The result of th e study also hc lps to enhance the aware ness of the in terested reader on 

the mailer. 

• The study can also se rve as a base for further study and investigat ion 

5 
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5. Scope of the study 

The study is limited to assessmcnt of soc ial respons ibility in the leather industry by tak ing 

se lected companies opcratin g in and around Addis Ababa. It is al so limitcd to assessment of 

soc ial responsibility towa rds employees, the environment and the soc iety. 

6. Limitation of the study 

The time and money allotted for this stud y was not sufficien t to make analysis by 

tak ing som e mo re lea the r processing finns. The continuo us power interruption was 

another ch a llenging aspect where the resea rch e r is fo rced to visit the companies 

many times than i.ntended as the requ ired respondents w ill n o t be aro und on these 

days. 

7. Research Methodology 

The st udy was conducted in leather process ing companies found in and around Add is Ababa, 

In tota l there are nine tann eries working in the area. So as to be representati ve three out o f 

nine of the companies (Addis Ababa, Batu and Awash tanner ies) were selected for the study. 

To carry out th e research project both primary and seconda ry so urces were used. The primary 

data was co llec ted from th e res pondents by emp loying different resea rch tec hniq ues. For the 

secondary data, different published resea rch art ic les, books and journals were used. In 

addition to these reports of di ffe re III organizations work ing in the research area we re referred. 

6 
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7.1 Sample size and Selection 

As mentioned in the preceding section, the study was conducted by taking three leather 

process ing finns fo und in and around Addis Ababa. Two high level offi cia ls (the general 

manager and perso nnel section head) from each company took part in the study. In addition 

to thi s offic ial s from Eth iop ian Environmental Protecti on Authority were contacted to get 

data on environmental im pacts of these companies. For the assessment of soc ial 

responsibil ity toward s employees, employees of the se lected companies were communicated. 

In order to com plete the study with the time frame and budget samples were taken. In line 

with thi s a conveni ent sampling technique was used whi ch will help in saving time and effort 

in co llecting data from the sample. The ave rage number of employees in the three se lected 

compa ni es is 150. 40 employees from each company took part in the study. With respect to 

the purpose of the study, it is bel ieved that the study groups are relati ve ly homogeneous and 

thus the sample size taken is reasonably representative of the population for drawing 

in !·e rences. 

7.2 Tools and techniques of data collection 

The following too ls and techniques were used in order to co llect the necessa ry data 

7.2.1 Primary data 

7.2.1.1 Personal Interview 

To generate information fro m offic ials of the se lected compallles and environmental 

protection authority 111 line with the resea rch objectives and the resea rch problems, semi 

7 
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structured interv iew were administered. The sensiti vity o f some of the Issues raised 

necess itated the use of scmi structured intervicw. 

7.2.1.2 Qucstionnail'c 

Questi onnai res were used to generate in fo rm ati on on some of the resea rch questions. The 

quest ionnaires were di stributed to 120 employees of the se lected companies in order to get 

inform ati on on how the compani es are di scharging their soc ial responsibil ity towards their 

employees. 

7.2.2 Secondary data 

In the study secondary data was used intensive ly, particularly to obtain general in Formation 

on soc ial responsibi lity and the operation of the industry. Published resea rch arti cles, books, 

journa ls and reports of different organi zations working in the research area both from the web 

and libra ry were also used. 

8 
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Literature Review 

What is social responsibility? 

Soc ial responsibility is an evo lving te rm that does not have a standard definition or a fu lly 

recogni zed set of spec ifi c criter ia. With the understanding that businesses playa key role on 

job and wea lth creati on in soc iety Social responsibili ty is ge nerally understood to be the way 

a company achieves a balance or integration or econom ic, environmental! and soc ial 

imperatives while at the same time address ing shareholder and stake holder 

expectations. (lndustry Canada, 2007) 

More comprehensive ly, Socia l Responsibili ty can be defined as a company's ob li gation to be 

accountab le to al l of its stakeholders (customers, suppliers, employees. shareholders, 

communities and others, as we ll as the environment) in all of its operations where activities 

arc aimed to achieve a sustainable development not only in the economical dimension but 

also in the socia l and environmental dimensions. (Tepper Marlin . A, J. Tepper Ma rlin. 2003). 

This obl igati on is seen to extend beyond the statutory obligation to comply wi th leg islat ion 

and sees organizations vol untaril y tak ing further comm itments to improve the qual ity of life 

for cmployees and their fam ili es as we ll as for the local community and society at large. A 

kcy featu re o f' the concept is the way businesses engage/ involve the shareholders, employees, 

9 
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cu stomers, suppliers, go vernm ents, non-govern mental organ izations, inte rn ational 

organi zati ons, and other stakeholders in thei r bus iness dec isions. 

The conce pt o f soc ia l responsibility is generally seen as th e business cont ri bution to 

sustainable deve lopment which has been defined as "development that meets the needs of the 

present without compromising the ab ili ty of fut ure generat ions to meet their own needs", and 

is generally understood as focusing on how to achi eve the integrati on of economi C, 

env ironmental, and soc ial imperati ves. (Industry Canada, 2007) 

The practice of Soc ial Responsibi lity is subject to much debate and crit ic ism. Proponents 

argue that there is a strong business case for Social Responsibili ty, in that companies benefit 

in many diffe rent ways by operating with a perspecti ve broader and longer than thei r own 

immediate, short-te rm pro fi ts.(McKi bben. B.,2006). On the other hand crit ics argue that the 

whole issue of Socia l Responsibi lity di stracts many compan ies from the fundamental 

economic ro le o f businesses; in that companies are fundamentall y entiti es responsible for 

gene rating a product and/or se rvice to ga in profits to satisfy their owners, thus these gro up of 

people believc that there is no place for soc ial responsibi lity as a business 

fu nct ion. (M i lton. F, 1970) 

In recent times, though, there is a growing recognition of the significant e ffect the activities 

of business organ izati ons have on soc iety- on employees, customers. communities, the 

environment, competitors, business partners, in vestors, shareholders, gove rnments and others. 

It is also becomi ng increasingly clear that firm s can contri bute to their own wea lth and to 

overall soc ietal wea lth by cons idering the effl:ct they ha ve on the wo rld at large when maki ng 

10 
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dec isio ns. Many business leaders believe that doing good for oth ers means doing good fo r 

owners as we ll. Soc ial responsibility acti vities that integrate broader soc ietal concern s in to 

business strategy and performance are increas ingly seen as an ev idence of good management. 

In addition to building trust with the community and giv ing firm s and edge in attracting 

customers and good employees, acting responsibly towards workers and others in the soc iety 

can be in the long term interest of finns and their shareholders. Businesses are an integral part 

of the commun ities in which they operate. There is no escaping the fact that their success is 

based on continued good relations with a wide ran ge of ind ividuals, groups and 

insti tuti ons.(lndustry Canada, 2007) 

Companies are moti vated to invo lve stakeholders in their decision-making and to address 

soc ieta l challenges because today's stakeholders are increasingly awa re of the importa nce and 

impact of co rporate dec isions upon soc iety and the envi ronment. The stakeholders can reward 

or pun ish corporati ons. The foll owing are some of the potential promises that motivate 

companies to do their businesses in a socially responsible way. 

I. Stronger financial performance and profitab ility (e.g. through eco-effic iency), 

2. Im proved accountability to and assessments from the investment community, 

3. Enhanced employee commitment, 

4. Decreased vulnerability through stronge r relationships with communities, and 

5. Improved reputation and branding. 

The foll owing excerpt taken from Michael Porter at the April 2005 Business and Society 

conference on Corporate Citizenshi p, sums up the increasing importance of social 

responsi bi I ity. 

II 
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"There is no way /0 avoid paying seriolls allen/ion 10 the issues of socia! responsibililY: Ihe 

coslS of failing are silllply 100 high. There are counl!ess win-win opporlllnilies wailing to 

be discovered: evelY activity in ajirm 's vallie chain overlaps in some way wi1h social factors 

- evelylhing ji-om hO)ll you buy or procllre 10 how YOll do your research - yel velY fell' 

cOlllpanies have Ihoughl abol.11 Ihis. The goal is 10 leverage your call/pony 's unique 

capabilities in slipporling socia! callses. and improve YOllr cOlJlpelilive conlext al Ihe same 

lillie. 71,e j ob of IOday 's leaders is 10 slop being defensive and slarl Ihinking .1),slell1alically 

abolll corporale responsibilil)l. " 

• 
., 

1""""0. 

"-",,:. rl 
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Historical background of Social responsibility 

The view that a business can ha ve ob li gations that extend beyond economic roles is not new 

in many respects. Throughout reco rded hi story the roles of organ izations producing goods 

and services for the marketplace were frequently linked with and include political , soc ial , 

and/or military roles. For example, throughout the ea rly evo lutionary stages of company 

development in England there was a public policy understanding that com panies were to help 

ach ieve soc ietal objecti ves such as the exp loration of co lonial territory, setting up settl ements, 

providing transportation services, deve loping bank and financial services, etc.. During the 

nineteenth century, the corporation as a business form of organization evo lved rapidl y in the 

United States. It took on a commercial form that spelled out responsibilities of the board of 

directors and management to shareholders (i.e. fiduciary duty). In this later evol utionary 

form, public policy frequently addressed specific socia l domains such as hea lth and safety for 

workers, consumer protection, labor practices, environmental protection, etc. Thus, 

corporations responded to socia l responsibilities because they we re obli gated to be in 

com pliance with the law and public policy. They al so responded volu ntaril y to market 

demands that reflected consumer moral s and soc ial tastes. 

By the mid-point o f the twentieth century, which marks the modern era of social 

responsibility, co rporate soc ial responsibility was being di scussed in the United States by 

business management experts such as Pete r Drucker and being considered in business 

literature. In 1970, economist Milton Friedman outlined hi s view that the socia l responsibility 

of corporati ons is to make profits with in the boundar ies of societal moral s and laws (but 

cautioned that socia ll y responsible in itiatives by corporations could lead to unfocused 

management directions, misallocations of resources, and reduced market competition, 

13 
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opportunity and choice). Soc ial Responsibility emerged and cont inues to be a kcy business 

managemen t. marketing, and accounting concern in the United States, Europe and other 

nations. 

In the last decade of the millennium, Soc ial Responsibility and related conce pts such as 

corporate c iti zenship and corporate sustainability have expanded perh aps in response to new 

challenges such as those emanating from increased globalization on the agenda of business 

manage rs as we ll as fo r re lated stakeholder cOl11m uniti es. It is now more a part of both the 

vocabulary and agenda of academics, profess ionals, non-governmcntal organizations, 

consumer groups, employees, suppliers, shareholders, and in vestors. (Tepper Marl in. A, J. 

Tepper Marlin. 2003) 

14 



Assessmellt a/Social Responsibility in fhe Lea fher Indw'fly (A Case a/Selecled COlllpanies /1/ Addis rJbabaj 

Diversity of Perspectives 

As has been expla ined above, there are different views on soc ia l responsib il ity around the 

world. The foll owing summaries of perspectives of di fferent organ izations serve to ind icate 

the diversity of views on Soc ia l Responsibi lity. The diffe rent views indicate the cha ll enges 

and opportuniti es to develop the most appropr iate relationships between shareholders and 

other stakeholders as well as to use th e optimal poli cy mix of leg islati ve and vo luntary 

instruments. (Industry Canada, 2005) 

1. Busille.vs Actiolls f ill' S ustaillable Developmellt 

Integrates and places Social Responsibil ity in the context of sustainable deve lopment. 

Social Responsibi lity is viewed as being one of th ree key responsibili ties that also include 

economic responsib ility and environmental responsibility. To thi s organi zation, Soc ia l 

Responsib ility is "the continuing commitment by bus inesses to behave ethi cally and 

cont ribute to economic development while im proving the qua lity of life of the work force 

and the ir fa mil ies as we ll as of the loca l commun ity and society at large." The priori ty 

Social Responsibi li ty e lements are identified as: 

human rights 

employee ri ghts 

env ironmenta l protection 

15 
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supp li er relat ions 

communi ty in vo lvement 

2. The Orgallizatioll (or Ecollomic Cooperatioll awl Developmellt (OECD) 

Takes the view that Social Responsibility can mean different things to different groups, 

sectors and stakeholders and that it is evo lving. The OECD believes that "there is general 

agreement that in a globa l economy, businesses are often playing a greater role beyond job 

and wealth creation and Social Responsibility is business's contribution to sustainable 

deve lopment and that business behav ior must not onl y ensurc returns to shareholders, wages 

to employees. and products and services to consumers, but they must respond to soc ietal and 

environmental concerns and values. The orga ni zation deve loped guidelines to establi sh 

vo luntary poli cies that promote transparency and acco untability, spccificall y address ing: 

disclosure of material informati on 

employment and industrial relati ons 

environmenta l management 

bribery 

competition 

consumer interests 

3. BlI.I'illess {iJl' Social Respollsibilitv (BSn) 

Defines Social Responsibility as business practices that "strengthen accountability, respecting 

ethi cal values in the interests of all stakeholders". BSR al so proposes th at "responsible 
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business practices respcct and preserve thc natura l environment" and that by "helping to 

im prove the quality and opportun ities of li fe, they empower people and in vest in communities 

where a business operates. Social Responsibili ty if addressed comprehensive ly, can deliver 

the greatest benefits to a company and its stakeholders when integrated with business strategy 

and operations." The key Socia l Responsibili ty issues chall enging businesses, according to 

BSR inc lude: 

bus iness eth ics 

community in vestm ent 

environment 

gove rn ance and accountabi I ity 

human rights 

mark etpl ace 

workp lace 

4. The Commissioll [or Europeall COllllllullities 

The commi ss ion views Soc ial Responsibili ty as "essentiall y a concept whereby companies 

dec ide volunta rily to contri bute to a better soc iety and a cleaner environment. " For an 

organi zation to be soc ially responsible means not only that lega l expectations be fu lfill ed, but 

it also means l1go ing beyond compliance and in vesting more in human capital , the 

environment, and stakeholder re lat ions". It descri bes Social Responsibil ity in two categori es: 

I) The inte rnal dimension, and 

2) The external dimension. 

17 



./ssessmelll oj SocI(I1 RCSpOII.Hb"i~\' III/he Lcmlle/' Indlls/I)' (A ('ose ojSelecfed (·omp(//lIe.~ III Addis ~Ib(fb{/) 

The intern al dimension is interpreted to include hum an resources management, health and 

safety at wo rk , adaptat ion to change, and management of environmenta l impacts and natural 

rcsources. The exte rn al dimension is projected to inc lude loca l communities, business 

partn ers including suppli ers and consumers. human rights, and globa l environmental 

conccrn s. Soc ial Responsibi li ty is defined to include: 

soc ial responsibi li ty integrated management 

soc ial rcsponsib ility reporting and aud iting 

quali ty in work 

soc ial and eeo labels 

soc ially rcsponsi ble investment 
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Business Benefits of Social responsibility 

A business doesn't exist in isolat ion, simply as a way of mak ing money. Its employees 

depend on the business. Customers, suppl iers and the local comm unity are al l affected by the 

business and what it does. Its products, and the way it makes them, have an impact on the 

environment. This all dictates the company to do th e right thing. Soc ia l Responsibili ty is not 

j ust about doing the right thing. It also offers direct business benefits. 

Bui lding a reputation as a responsible business sets the company apart. Many consumers 

prefer to buy fi'om eth ical businesses. Companies often favor suppl iers who demonstrate 

responsib le po lic ies as thi s helps them to minimize the ri sk of any damage to their own 

reputati ons. There are strong business cases that a company could enj oy by being socially 

responsible. The foll owing are benefi ts attributed to being socia lly responsib le business. 

Replitatiolll11ltllftgelnellt 

Attitudinal surveys show members of the pub lic prefer companies th at are seen to be 

positi vely contributing to the envi ronment and society. A good reputation is one of the most 

va luab le intangib le assets a company can have, and maintai ning it is a key motivation for 

compan ies to engage in responsible business. By be ing responsible 

• Companies can enhance brand val ue by managing and innuencing the expectations of 

their customcrs. In crowded ma rketplaces, companies stri ve for a unique selli ng 
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proposition whic h can sepa rate thcm from the competit ion in the minds of 

consumers. Social responsibility can playa role in building customer loya lty based 

on di stincti ve ethical values. 

• Companies can build trust through acti ons that increase customer sati sfacti on and add 

to share holder value. 

• Companies can enhance positi ve re lationships that delive r business adva ntages 

that mainta in and improve market share. 

Employee s{/ti~f{/cti()lI , retelltion ((lid rec/"llitmellt 

There is a ·'war for talent" - businesses are dependent on their employees to deli ve r and 

create va lue. Responsible busi ness practice: 

• Is increasingly a contributing factor in attracti ng and retain ing a talented and diverse 

workforce, and in being an employer of choice. 

• Builds employec morale and loya lty 

• Creates a more mot ivated, engaged and inspired workforce that can improve long­

term producti vity. 

• Adds to the bottom line by improv ing staff retemion - elim inating recrui tment costs 

and reducing absentee ism - helps maintain or im prove productivity.(The Economist, 

2005) 

[/I/lovatioll and learning 

Responsible bus iness is increas ingly being used to stimulate learning and innovati on within 

organi zations. Thi s helps to: 

• Ide ntify new market opportuni ties 

• Esta bli sh more effi cient business processes 

• Ma intain competiti veness 
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• Ensure long-term surv ival 

Rhik, cIJallge alld fOlallllfllulgelnell1 

Manag ing ri sk is a centra l part of many corporate strategies. Reputations that take decades to 

build up can be ruined in hours through incidents such as co rruption scandals or 

environmental acc idents. These events can also draw un wa nted attent ion from regulators, 

courts, governm ents and media. Building a ge nuine cultu re of , do ing the ri ght thing' within a 

corporation can offset these ri sks. (Kytle B. ; John Gerard R., 2005) 

Responsib le business practice helps companies to bener understand and manage ri sk, which: 

• Red uces avoidable losses and identifi es new emerg ing issues 

• Attracts in vestors who beli eve soc ial and environmental ri sk management can have a 

significantly pos itive impact on a company·s long-term market va lue 

• Refi ects a management style that is forward looking and more able to manage 

uncerta in ties in the future. 

Cost oIcapitll1 

A company that effec ti ve ly manages its social or environmenta l performance is al so 

demonstrati ng its qual ity of management through: 

• Forwa rd looking thinking, adopt ing transformational strategies and tac kling ri sk and 

uncertainty which are a ll attracti ve to investors. 
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• Adopting thi s holi sti c approach to performance so a company wi ll be considcred to be 

we ll managed with lower ri sks which may be represented by a lower share price 

vo latility which in turn could affect the cost of capital. 

Fillallcial pel:fal'lI/allCe 

Respons ible business opens opportunities to reduce present and futu re costs to the business 

by: 

• Improv ing competiti veness, market positioning and profitab ility 

• Antic ipating impend ing leg islation and so reduce future costs of compliance 

• Understanding how it uses natural resources and ene rgy and the operational benefits 

of manag in g these more effecti ve ly 

• Integrating env ironmental spec ifi cations into new assets, which can reduce life-cyc le 

costs and improve effi ciency. 

KEY SOCIAL RESPONSIBILITY INSTRUMENTS and 

PRINCIPLES 

As it has been di scussed in the earl ier parts, there is a divergent view on soc ial responsibi lity, 

thus th e social responsibility instruments and princip les are not uni ve rsal in thei r nature. 

There are va rieties of instruments and princip les set out by different institut ions which can be 

used to assess whether a company is di sc ha rging its responsibi lity towards different 

stake holders or not. The two widely appli cable set of instruments are: 
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United Nations Global Compact and 

Principles sct by Ccnter for Ethica l Business Cultures 

United Nations Global Compact Ten Principles 

The Global compact' s 10 princip les (http://lVwlV.gJobalcompact.org/ ) in the areas of human 

ri ght, labor, the environment and anti corruption enj oys a relative consensus. The compact 

asks companies to embrace, support and enact, within the sphere of influence of the 

compani es. a set of core va lues in the areas of human ri ght, labor standards, the environment 

and anti corrupti on. 

!lllll/IIII rigflls 

Principle I. Businesses should support and respect the protection of internationally 

proc laimed human ri ghts 

Princ iple 2. Make sure that they are not complic it in human ri ght abuses. 

Lllbor sll1l1(/lIr(/s 

Princ/jJie 3. Busi nesses should uphold the freedom of association and the e ffecti ve 

recogn ition of the right to co llecti ve bargai ning. 
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Princ iple -I. The elim inat ion of all fo rms of forced and compul so ry labor 

Princ iple 5. The effective aboli ti on of child labor 

PrinCiple 6. The elimination of discr imination in respect of employment and occupation 

Ellvironmellt 

PrinCiple 7. Businesses should support a precautionary approach to environmental 

challenges. 

PrinCiple 8. Undertake ini tiatives to promote greater environmental responsibi lity 

PrinCiple 9. Enco urage th e development and diffu sion of environmentally friendly 

tech nologies. 

A llli Corl'llpliull 

Principle 10. Businesses sholild lVo rk agai nst al l forill s of co rrupt ion 

Principles set by Centc." [0." Ethical Busincss Culturcs 

These principles also known as the Minnesota principles we re deve loped by a group of 

business leaders to fostcr the fai rness and integrity of business re lati onships. The principles 

are not meant to mirror rea lity but to ex press a standard aga inst which business pe rformances 

can be held accountab le. 

The stakeholder princip les set forth by the cen ter are: 

Customers 

Businesses shou ld have a responsi bility: 
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• To provide customers with the highest quali ty products and serv ices cons istent with 

thei r requi remcnts: 

• To trcat customers fairly in all aspects of our bus iness transacti ons, inclu ding a hi gh 

leve l of serv ice and remedies fo r customer di ssatisfact ion; 

• To make every effort to ensure that the hea lth and safety (including envi ronmenta l 

qua li ty) of customers will be susta ined or enhanced by the products or services; 

• To respcct the intcgrity of the cultures of the customers. 

Employccs 

Busincsses shoul d bel ieve in the dignity of eve ry employcc and thercfore have a 

responsibi I ity: 

• To prov ide jobs and compensation that improve and uplift workers' circumstances in 

life; 

• To prov ide worki ng conditions that respect employees' hea lth and dignity; 

• To be honest in communications with employees and open in sharing in format ion, 

limited onl y by lega l and competi tive constraints; 

• To be accessible to employee input, ideas, complaints. and rcquests; 

• To engage in good fai th negot iati ons when conflict arises; 

• To avo id discriminatory pract ices and to guarantee equal treatment and opportunity, 

in areas slIch as gender, age, race, and re ligion; 
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• To protect employees from avoidab le injury and illness in the working place; 

• To be sensiti ve to the seri ous unemployment problems frequently assoc iated with 

business dec isions; 

• To wo rk with governments and other agencies in add ress ing these di slocations. 

Owners/Investors 

Businesses should honor the trust investors place in them . Therefore they have a 

responsi bi I ity: 

• To app ly profess ional and dili gent management in order to secure a fair and 

compet iti ve return on owner's in vestment; 

• To di sc lose rel evant information to owners/in vestors subject onl y to legal and 

competitive constraints; 

• To conserve and protect the owner/investors' assets; 

• To respect owner/ in vestors' requests, suggestions, complaints, and form al reso lutions. 

Suppliers 

Businesses ha ve a respons ibility: 
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• To seek fairness in all thei r activities in cluding pricing, licensing and rights to se ll; 

• To ensure that business activ iti es are free from coercion, and unnecessary litigat ion, 

thus promoting fair competition ; 

• To foste r long-term stab ili ty in the supp lier relat ionshi p in return for value, quality 

and rel iability; 

• To share informat ion and integrate suppli ers into their planning processes, in order to 

achieve stab le re lationships; 

• To seck, encourage, and prefer suppliers whose employment practices respect human 

di gnity. 

Communities 

Businesses have respons ibilit ies in the communities in which we do business: 

• To be a good ci tizen by supporting the communities in which it operates; thi s can be 

done through charitab le donations, educational and cu ltu ral contributions, and 

employee pa rtic ipation in commun ity and civic affa irs; 

• To respect human rights and democrati c institutions; 

• To recognize government's leg itimate obligat ion to the soc iety at large and to support 

public policies and practices that promote harmony between business and other 

segments of society; 

• To co llaborate with less adva ntaged areas in rai sing their standards of hea lth, 

educat ion, and workplace sa fety; 
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• To promote and stimulate sustainable deve lopmcnt; 

• To playa lead role in preserving the physica l environment and conserving the earth's 

resources; 

• To support peace, security, and diversity in loca l communities; 

• To respect the integrity of loca l cu ltures. 

Data Analysis and Presentation 

The data for the analysis is obtained from question naires distributed to the employees of the 

com pan ies under stud y and interviews conducted wi th offi cial s of the com pany and 

environmcntal protection author ity. The data co ll ected from the above sources we re used to 

ana lyze the following: 

Social responsibi lity towards employees 

Socia l responsibility towards the environment and 

Socia l responsibility towards the society (loca l community) 

In li ght of the above issues, the study was organized in a manner that the first part discusses 

abo ut the soc ial rcsponsibi lit ies of the companies towards their employees, th e second part 

discusses about the soc ial respons ibil ities towards the environment and the last part discusses 

about the socia l responsibility of the compani es towards the loca l community which they are 

1V0rki ng with and the soc iety in genera l. 
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Social responsibility towards employees 

To measure the companies ' soc ia l responsibility towards th eir employees, questi onnaires 

were di stri buted to 120 employees (40 from each company) in equal proporti on to both 

production department staff and support department staff. In an attempt to make the questi ons 

clear and understandable fo r everyone parti cipating, the questi onnaires were administered in 

Amharic. The questions were des igned to get data on the following group of social 

responsibility issues towards employees, each group having different spec ifi c questions. 

• Reasonable benefit and compensation and training and advancement opportunity 

• Hea lthy and safe working atmosphere 

• COl11lllunication and consultation 

• Sensiti vity to unemployment problems associated with business decisions 

• Equa l opportunity and treatment 

• Human ri ght issues 

Reasonable benefit and compensation and training and 

advancement opportunity 

To fi nd out the leve l with which the company is di scharging its soc ial responsibi lity by 

giving dese rved, comparable and reasona ble compensati on and benefi t to its employees and 

an opportunity for tra ining and ad vancement, two quest ions were asked which are 

summarized as fo llows in the table below. 

Table 2 
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S ummary - H.easonable benefit and compensation and advancement 

Questions Responses 

Yes %age No % Don' t %age 

kll o"v 

Q 4 Does yo ur company 19 15.83 99 82.5 2 1. 7 

provide its sIajr training 

opportunities f or IIIGximi: ;ng 

promotion with in the 

organi:at iOI1 ? 

Q.II Do YO ll believe thar YOIl 7 5. 8 11 3 94. 17 0 0 

lire pro vid ed ~ I' ;th reasonable, 

comparable and satisjcfctOf), 

cOlllpel7Sal ion? 

The question ' Do you believe that you are prov ided with reasonab le, comparable and 

sati sfactory compensation?' (Q A ) was asked in an attempt to determ ine the employees' views 

on trai ni ng for promotion with in the compa ny and the companies' responsib ility to do so. 

The result was that 15. 83%, most of them working as a support staff responded that their 

company is offering them further training for promoti on with in the ranks in the companies, 

whil e the maj ority (82. 5%), large ly from production department, responded that they were 

not give n any sort of training whatsoever fo r promoti on with in the company. 1.7% of the 

sample said they do not know if the company is offe ring tra in ing opportun iti es 10 its 

employees. 
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The respondcn ts we re also asked if they were provided with 'reasonable, comparable and a 

satisfactory benefit and compensation ' (Q. II ). The result showed that onl y 5.8% of the 

respondents be li eve that they are given a reasonable, comparab le and deserved benefit and 

compensation , while a whooping majority (94.1 7%) responded that they are not prov ided 

with a sa ti sfactory compensation and benefit. 

The above fi gures from the two questi ons rega rding reasonable benefit and compensation and 

training and advancement show that most of the employees of the companies are not sati sfi ed 

with the fact that they did not get any chance for promoti on by furth er deve loping their skill 

and wi th the fac t that they are not provided wi th reasona ble benefit and com pensation. 

Thi s same fact wi ll even tu ally haunt the company to keep hold of its staff and retain them fo r 

long. It is clear that low retention means high cost in replacing the departed employees. In 

add ition to the expected lo w leve l o f employee retenti on, as the above figures renect it, the 

companies may find it diffi cult to attract new employees wheneve r they are in need. 

Healthy and safe working conditions 

The second grou p of quest ions the respondents we re as ked were those relating to the hea lth 

and safety of employees in the work ing place. The questi ons we re asked to find out the safety 

of the job the employees are working on, protection mechani sms used by the companies to 

protect thei r employees from avoidable injuries and illness related to what they do, the 

availabi lity of any policies and procedures establ ished by the compa nies to protect their 

em ployees from on the job injuries and to assess whethe r the policies and procedures, if any, 

were made known to the employees. 
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The fi ve questi ons asked in this category and the responses from the respondents are 

sUlllma rized as fo ll olVs. 

Table 3 

S lIlllmary- Hea lthy and sa fe wor!dllg atmosphere 

Questions Respon ses 

Yes %age No % Don' t %age 

know 

Q. I Do you feel thaI your job 63 52.5% 54 45% 3 2.5% 

is dangerolls In causing 

illness or injwy? 

Q.8 Is Ihere any proleclion 102 85% 12 10% 6 5% 

mechanislIl 10 prolecl YOll 

Fom avoidable in/w)' and 

illness in Ihe IFork place? 

Q9 Do YOIl believe Ihal yo II 20 16.6 96 80 4 3.3% 

are provided wilh a f avorable 

working condition ? 

Q. 12 Are there any 84 70% 24 20% 12 10% 

eslablished policies by Ihe 

cOll/pany 10 ensure your 

heallh and sa/ely? 

Q. 13 are Ihe policies llIade known 19 22.6 47 56% 18 15% 

10 all ell/ployees? 

Q. I ' Do yo u fee l th at your j ob is dangerous in ca us in g illness or inj ury?' was asked to know 

the employees feeli ng towards the safety o f thei r job. 52.5 % (87% of which are product ion 
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department sta ff) c laimcd that thc job they are doing is hazardous for their life. On the othcr 

hand 45% (90% of whi ch are from support depa rtment) bcl ieve that what they are do ing docs 

not have any harm to them. 

For the question ' Is th cre an y protection mechani sm to protect you from avoidable injury and 

illncss in the work place? ' (Q.8), 85 % responded that there are protect ive mechanisms to 

protect emp loyees from avo idable inju ries and illness. 12% of the respondents clai med that 

there is no enough protect ion mechanism put in place whi le 5% do not know the avai labil ity 

of protecti on. 

The data fro m the two quest ions showed that most of the product ion department staff be lieve 

that thei r job is da nge rous in causi ng inj ury and illness. Th is is due to the in herent nature of 

the industry itsc lf whe re a lot of chem ica ls (such as chrome, sulphides. chlor ides and etc) 

which are harmful to the hea lth of the employecs are used for deha iring and tann ing of hides 

and skin s. Due to the above f"cts the companies were needed to add ress the health and safety 

issues by using protective mechan isms. like using gowns. gloves and masks to protect the 

employees from avo idab le injury and illness resu lting from the work environment. In th is 

rega rd, the majority o f employees are satisfi ed with the protect ion they are offered by the 

company. 

Employees were also asked about the ava i labi I ity of favourable work ing cond ition (Q.9). 16.6 

% of the respondents.c laimed that th e company has prov ided them with a favo urable working 

condit ion by avail ing the necessary faci lities. But a staggcring 80% of the sample responded 

that their company has not created a favo urable working condi ti on for them. 

It is quite clea r that creat ing a favo urable wo rking cond ition enhances employee perfo rmance 

and wi ll lead to hi gh level of producti vity. thus to get the best out of its employees a company 
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should be able to furni sh emp loyees with the necessary faciliti es and should create an 

enabl ing atmosphere. In view of thi s the companies under study are not in a position to have 

hi gh performing staff as most of them are not satisfi ed with the working conditions made 

ava il able to them. 

When asked whether their companies have estab li shed polic ies and procedures to protect the 

hea lth and sa fety of employees (Q. 12), 70% of the respondents responded that there are 

establi shed po li cies and procedures whil e the 20 % of the respondents said their company 

does not have any po li cy or procedure to protect thei r hea lth and sa fety and 10% of the 

sample claimed they do not know anything about any po licy or procedure. Among those who 

responded claim ing that there are establ ished policies and procedures. onl y 22.6% of them 

feel that these po lic ies and procedures are made known to the employees. Th is shows that, 

even though most of the employees are conv inced that the re are poli cies and procedures to 

protect their hea lth and safety, the poli cies and procedures are not kn own in greater deta il to 

the employees, whi ch made many think that th e poli cies and procedures are of littl c or no use. 

While the estab lishment of polic ies and procedures to safeguard employees' hea lth and sa fety 

is a ri ght th ing to do to show some sense of care and boost employee moral , they should have 

been communicated to the intended bcne fi c iari es. 

Communication and consultation 

Thi s group of questi ons we re asked to assess how much employees are being in vo lved in 

decis ions aflect ing them and the accessibility of the company to employee inputs, ideas and 
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requests. Three questions we re asked in thi s regard and the responses arc summar ized as 

follows: 
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Employees were asked if there is a transpare nt comillu nicat ion between the compa ni es and 

th emselves (<.).2) and the response came uut that 15.83%. largely frol11 SUpp0l1 department 

said there is clear and transparent commun icat ion while 78.3% claimed that their companies 

are not engaged in c lear and transpa rent comm unications wi th them and a small percentage of 

people responded that they do not kn ow about the compan ies transparency in commun icating 

with the em ployees. 

To assess whether the compa ni es hand le downt urns in busi ness by consulting their employees 

or not (0.3) . Witt the company consult you to hand le downturns in busi ness ' was asked and 

only 3.33% responded that they would be consu lted to hand le the sit uation. while 95% of the 

participan ts said there is no consultation whatsoever in deci sions aflecting them. 

The third question ' Is yo ur company access ible to yo ur input, ideas and requests?' (0.5) was 

asked to measurc the degree to which the company enterta ins ideas and inputs from its 

employees in making business decis ions. 22.5% claimed that the ir ideas are considered in 
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making dec isions whil e the majority (74 .1 7%) responded that thei r com panies are not in a 

pos ition to take their input for mak ing business decisions. 

The above ana lysis shows that the major ity of workers In the companies se lected for the 

stud y believe that their company 

Lacks transparency in comm unicatin g with them 

Does not consul t th em to handle downt urns in business and 

Is not access ible to thei r contri butions and requests 

The problem fo r these companies is that, they will have employees with low mora le because 

employees will not develop a sense of belong ingness and feel they are less important to the 

com pany and in addition to th is the companies wi ll find it difficult to lure hi gh quality job 

applicants in the future. Employees would have had a better self image and be mot ivated and 

more productive if they had been made to fee l important by having transparent 

communicati on, open consultat ion and by being more accessible to their inputs, ideas and 

requests. 

Sensitivity (concem) 1'0." unemployment p."oblems 

A question was designed to assess the concern o f the eompalll es towards seri ous 

unemployment prob lems resulti ng from the companies' business decis ions. To find out thi s, 

employees were asked 'I s yo ur company sensiti ve to seri ous unemployment problems as a 

result of its business dec isions?' (Q 10) and only 1.7% believe that their company takes 

unemployment problems as a conce rn while 93.3% of the respondents rest assu red that thei r 

employer does not have a concern for une mployment issues. This was fuelled by the fact that 
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th e cost of inpu t is rising currc ntly and the companies are laying o ff man y cmployecs whic h 

has created unrest with the rest of thc employees thinking that it could be them next term . 

Equal oppo."tunity a nd fa ir t rcatmcnt 

To assess the social responsibi li ty of the companies from the po int of view of th is variab le 

four major questi ons were asked. The first th ree questions are re lated in that they all tr ied to 

measure equal opportunity rega rd ing gender, rel igion and eth nic group and the last question 

tri ed to cleterm i ne fai I' hand ling 0 f con n icts in the com pan ies. The responses from the 

questi ons regard in g gender, ethn ic group and reli gion are summarized in the fo llowing chart. 

Chart 2. Sum mary-Eq ua l O pportunity and Fair Trcatmcnt 

30.0% 

20.0% 

10.0% 

0.0% +---'--"'" 
Gender Ethnicity Religion 

DYes 

~ No 

DDK 

Em ployees were asked if they ever sensed that there is di scrimi nat ion in gender (Q7. 1), 

Ethnicity (Q 7.2) and Reli gion (Q 7.3) and their response revea led that there is little 

di sc riminati on (8.3%) in ge nder and rei igion (14. 17%), but when it comes to ethnicity a 
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significant number of cmployees (55.8%) are convinced that there is di scrimination in hiring 

and un fa ir treatment of employees based on their ethnicity. 

Though the compalll cs arc doing ri ght on gender and reli gion, they should work on 

eliminating discrimination based on ethnic ity. If the prob lcm persists for long it wi ll have an 

impact in building teams with in the organizat ion. because employees will ha ve grudge on 

one another. 

Human Rights and labour standa."ds 

Three questi ons were des igned to assess th e leve l with which the compan ies under study 

embrace. support and enact a set of core va lues in the areas of human ri ghts and labou r 

standa rds. The responses from the three quest ions are summarized as follows: 

100 
90 
80 

50% 
40% 
30% 
20% 
10% 

0% 
Freedom of 
associaton 

Forced 
labor 

Child labor 

~ Yes 

G!J No 

DDK 

In an attempt to determine whether the companies uphold freedom of assoc iation or not, the 

responde nts we re asked Q. 14 'does you r company respec t yo ur ri ght fo r formi ng an 
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assoc iation ' and a large majori ty (95.8%) responded that their freedom of association is intact 

while a small group of people (4.2%) clai med that they do not know if the company respects 

their freedom of assoc iation. 

The employees were also asked if there is any forced or compu lsory labor (Q. I 5) and there 

was a unanimous response from all of the responden ts saying that there is no forced or 

compulsory labor in their respecti ve organ izations. 

The last question the respondents asked were ' the use of child labor in produc ing their 

products' (Q. 16) and the majority (90.8%) of the employees sa id that they have never 

witnessed the company making use of child labor while (9.2%) said they do not know if the 

company is using child labor or not. 

The data from the last three questions shows that the companies under study have a good 

respec t for human rights and labor standards set by such international organizat ions as the 

United Nations. 
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Socia l responsibility towards the Environment 

Many Industries are characterized by extraction and processi ng of natural reso urces as raw 

materi als. These same raw materia ls find their way into the envi ronment indi ffe rent fo rms as 

fi ni shed prod ucts and waste products. The leather industry is no exception to thi s fact. 

Natural resources are frag ile and need to be managed rationall y so that, in meeting the needs 

of the present generations, the we lfa re of future ge nerations is not compromised. 

Industrial deve lopment at the cost of environm ental pol lut ion and degradat ion is 

unsustainab le. In the past, industry was responding to po ll ution and envi ronmental 

degradat ion in three ways: by ignoring the problem; by diluting or dispersing the po llution so 

that its erfects are less appa rent and by trying to control the pollution and th e wastes through 

'end -of-pipe' pollution control approaches at the best. During th is period. most industrial 

wastes we re di sposed of with out proper eva luati on of their environmental consequences. 

Di ffe rent types of wastcs, including tox ic or hazard ous, we re be ing dumped in large ri vers, 

lakes, in open spaces or in dumping sites with in the prem ises of factories. It is be li eved that 

the relent less efforts of Ethiop ian Environmental Protcct ion Authority and other concerned 

organi zations will improve the current behaviour of industries on industrial waste 

management. 
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To assess the soc ial responsib ili ty of the compan ies under study towa rds the env ironment, an 

interv iew was ad ministered with the company oFficia ls and an offic ial from the Eth iopian 

Environmental Protection Authority. In add ition to the interviews different documents 

relating to environlllental protecti on were rev iewed. 

The pu rpose of the in terv iew with the Environmental protection Authority offic ial and the 

rev iew of the related documents was to find out whether the industry has any negative impact 

and to know if there are any gu idelines and standards set out by the authority to min im ize 

environmental im pact. The interv iew wi th the company oFficia ls was made to find out the 

mechanisms, by wh ich the compan ies lim it the negative impact of the ir operation on the 

environment and the different ways by wh ich they discharge the ir social responsibili ty 

towa rd s the env ironment (E.g. using a recyclable input, reduction or effi cient utilizati on of 

energy, water and natural resources etc). 

In an attem pt to fi nd out the envirunmental impact of thc firm s under study and the industry 

in general a quest ion 'What are the major emiss ions from the industry having undesirable 

impact on the env ironment" was asked. The environmenta l protecti on authority of Ethiop ia 

has identified the leather industry as a pollutant through its major emiss ions. The major 

emiss ions of the industry are classi fi ed in to two: 

• Waste water from tanni ng of sk in & hides contai ning chrome, sulphides, 

amllloni ulll sa lts, chlorides, etc. 

• Solid waste from de hairi ng, fleshi ng & trimming of hide & skin . 

After getting an insight about the negative effects of the leather industry's operation on the 

environment, a question was asked if there are any guidelines and standards set by the 

Ethiopia n Envi ronmenta l Authorit y to limit these negati ve effects. The authority has set out 
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pcrmit requi remcills to start a business and guide li ncs on industria l waste handling. The 

authority requires firm s having nega tive operat iona l impact on the environ ment to submit 

envi ronmental impact study report so that they can get approva l. After th e approva l of the 

cnvironment im pact study report by the authority licensi ng agencies will issue trade and 

operational li cense. 

The authority has also fo rmulated guidel ines that are meant to facilitate the adopt ion of a 

basic waste managemcnt program. Companies will be required to come up with a detai led 

Waste Handl ing Plan. 

Company offi cial s were interviewed to assess how they limit the environmental impact of 

the ir ope rat ions and they clai med that they are fo llow ing the guidelines set by the 

environmental protect ion authority for waste handling. 

They were also asked the different ways with which the compan ies· discharge their 

responsibility towards the env ironment. Even though they do not have clea rly artic ulated 

guidelines or procedures for reducing consulllption of energy, \·vater and other natural 

resources. they all said that they encourage the ir employees to do so. 
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Social responsibility towards the local community 

Working with loca l community brings a wide range of business benefits. There are many 

di fferen t ways by which companies di scharge their soc ial responsibility towards the local 

community. In th is regard, officia ls from the four selected companies were in terv iewed on 

how they are be ing responsible are di scharging their responsibility to thei r loca l community. 

Their responses are outlined as fullows: 

>- Financia l contribution: The companies make freq uent Financia l contributions 

to different chariti es, government (specially to help the government whenever 

disaste r strikes) 

>- Offering work experience for students (Apperentship): During the last months 

of every ca lendar year, the companies accept a handful of students attending 

colleges for an apperentsh ip program, where students can get first hand 

exper ience relat ing to their fie ld of study. 
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,. Support ing community groups, especially those that are workin g around 

HIV/AIDS: The companies he lp groups that are vo luntari ly he lpi ng people 

with I-II V /AIDS by making contributions in kind. 

r Encouraging employee volunteeri ng in the community E.g. Planting trees. 

The employees of the companies have actively partic ipated in planting trees in 

areas around Addis Ababa during the turn of the new Ethiopian Millennium. 

>- Iliring people from the locali ties (most or the employees work ing in 

product ion department on contractual basis are hired from the localities where 

the companies are ope rating) 
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Conclusion 

The concept of social responsibili ty is an evo lving concept where there are very divergent 

views on its appli cation and potenti al benefits it brings to a business. There is growing 

recogn ition of the significant effect the act iviti es of the pri vate sector have on society -- on 

employees, customers, cOllll11unities, the envirollment, competitors, business partners, 

investors, shareholders, governments and others. It is al so becoming increasingly c lea r that 

firm s can contribute to their own wea lth and to overa ll soc ietal lVea lth by considering the 

effect they have on the different stakeholders at large when maki ng dec isions. It is with this 

idea in mind that the study was conducted. 

The result of the study shows that the leathe r industry, as many other manufacturing 

industries. has its own undesirable impact on the environment and the soc iety in general in 

pursui t of their major objecti ve . The study tried to assess how the industry is discharging its 

soc ial responsibility towards its employees, the environment and the loca l community. As far 

as the responsibility towa rds employees is concerned, the industry is far from responsible in 

the counts of benefit and compensation, sensitivity to se rio us unemployment issues resulting 

from business dec isions and open and transparent communication and consultati on. But it is 
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not all doom and gloom, as the industry is found more responsible towards employees in the 

\ 
area of hea lth and safety, Human ri ght issues and Equal opportunity and treatment. 

The leather ind ustry is not working too much towards the env ironment, what is observed is a 

mere compliance to different guidelines set out by the Ethiopian Environmenta l Authority. 

The companies shoul d have the init iative to do more to the envi ronment. There is a general 

lack of awareness by the companies as to what more to do for the environment. The industry 

is better engaged in phi lanthropic acti vit ies to the loca l community even though there is st ill a 

lot more to be done. 
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Recommendations 

Soc ial Responsibi lity is not j ust about doin g the ri ght thing. It also offers direct business 

benefits. Of course there are considerable costs in bui lding a soc ially responsible company, 

but the costs are be li eved to bring future bene fit s for the businesses in pu rsuit of their major 

objecti ve, maximizing owners· wea lth . In the moclern times there are a host of factors such 

as, globalizati on and market forces, soc ial awareness and education, government lavls and 

regulations and cri ses and their consequences that dri ve the adoption of soc ial responsibi li ty 

in a company·s operations. Thus companies should be able to respond to these pressures. To 

beller res pond to these pressures and to get the best out of be ing soc ially responsible, the 

fo ll owing recommendations are forwarded. 

I. Compa nies should be more responsib le towards their environment by taking measures 

such as reduced consumpt ion of energy, water and natural resourccs, by usin g 

recyclable inputs and materi als and by using environmentally fr iendl y technologies 

for production and ope rat ions. Th is will help reduce the negati ve impacts of the 

industry. 

2. Working with the local community beyond phil anthropic acti viti es. Working with the 

local comm uni ty brings a wide range of business benefits. By improv ing their 
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reputation, compa nies can fi nd it eas ier to recru it cmployees. A good relationship with 

loca l authori ties can al so makc their business life much easier. 

3. For a company to be success fu l and stay in business for long, the moti vation, 

commitmcnt and stab il ity of its staff members have a para mount importa nce. For thi s 

[ 0 come tru e, the company's under study should try to be more res ponsible towards 

the ir employees, spec ially in the areas of paying comparable compe nsation and 

finding a way for ca reer advancement and helping fami lies of workers in Educati on, 

transporta ti on, medica l care and etc; transparent com municati on and consultation of 

employees to hand le downturns in business. For example, consulting employees for a 

pay cut rather than a complete layoff. 

4. There should be a gove rnment body to nurtu re ex ist ing soc iall y respons ible 

compani es by providi ng incentives such as preferent ial access to capital at lolY cost of 

cap ital and prov iding subsid ies. This will raise awa reness of the concept of soc ial 

responsibi lity and help compan ies already doi ng their business in a soc ial ly 

responsible way to be a role model for others. 
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Addis Ababa Uni ve rsity 
Faculty of Business "ud Eco nomics 

MBA Program 
Hesearch Questionnaire 

The pu rpose of th is questi onnaire is to obtain data for a research conducted on the 

top ic "Assessment of Social Responsibility in the Leather Industry". The major 

objecti ve 0 (' the study is to in vesti gate the app licability of the issues of soc ial 

responsibility in the industry. 

Based on the experi ence you have and your persona l view about the issue try to give 

the appropri ate response by pUlling a check mark (.J) in the box corresponding to yo ur 

choice 

The resea rcher assu res you that it is not a test of your ab il ity; and all the info rmati on 

you provide will be confide ntia l and is to be used only fo r academic research purpose. 

GENERAL INFORMATIO 

Thank You 
Yonas Est i fanos 

I. Name at' employee (Optiona l) _________ _ 

2. Job titl e/ pos ition _____________ _ 

3. Educa tional statlls ______________ _ 

4. Work experi ence in the organization ( in yea rs) 

Less than a year __ _ 

One to Fi ve years _ _ 

Fi ve to Ten years _ _ _ 

More than Ten year __ 



• 

I. Do you feel that your job is dangerous in caus in g illness or injury? 
Yes No Don' t Know-, __ ,-

2. Do you be li eve that yo ur company is honest in communicating with you and 
open in sharing information? 

Yes No Don't Know_-,---,--_ 
3. Will your company consult you on how to handle a downturn in business? 

E.g. orte rin g the option of pay cut instead of layo lr 
Yes No DOlf t Know 

----:--
4. Does yo ur company prov ide its staff trai ning opportuniti es and mentoring for 
maximizing promotion with in the organ izat ion? 

Yes No Don't Kn ow_:-:-__ 
S. Do you think that your company is accessible to your input, ideas, complaints 

and requests? 
Yes No Don't Know_.,---.,---_ 

6. Do yo u thi nk that your company engages in good faith negotiations with 
employees when con fli cts ari se? 

Yes No Don' t Kn ow ---
7. Is the re equal treatment in your company in th e areas of: 

Gender Yes No Don't Know --
No Don't Know --Religion Yes 
No Don't Kn ow --Ethnic group Yes 

8. Is there any protecti on mechanism to protect you from avoidab le injury and 
illness in th e work place? 

Yes No Don ' t Know 
-;----. 

9. Do you believe that yo u are prov id ed with a favora ble working condition? 
Yes No Don'tKnow 

- -;:--
10. Is your company sensit ive to serious unemployment problems frequently 

assoc iated with business dec isions? 
Yes No Don't Kno"'_----:-:-

II . Do yo u believe that you are provided with reasonable, comparab le and 
sati sractory compensat ion? 

Yes No Don't Kn ow __ _ 

12. Are there any established policies by the company to ensure your hea lth and 
safety? 

Yes No Don 't Know ___ _ 

13. Iryour an swer for item (4) is yes, are the poli cies made known to all 
employees? 

Yes No Don't Know ___ _ 

14. Do yo u be l icve that your company supports the freedom of assoc iat ion? 
Yes No Don't Know ___ _ 

I S. Is there any forced or compu lsory labor in your company? 
Yes No Don't Kn ow ___ _ 

16. I-lave you ever witnessed that your company is making use of child labor? 
Yes 0 Don't Know ___ _ 


	MX-M464N_20210420_162821
	MX-M464N_20210420_163852

