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ABSTRACT

Multinational profit making organizations carry out their corporate social responsibilities to show
the human face of their business by protecting the environment and the safety of people living in
the surrounding of their plants. The main aim of this study was to explore the CSR practices of a
multinational Brewery Company in Ethiopia, Heineken Brewery, with specific reference to the
brewery plant in Kilinto. The researcher explored the CSR practices with respect to Elikington’s
corporate social responsibility triple bottom line and a specific focus on the people and planet
perspectives. Relevant literature was reviewed to describe multinational companies CSR practices
in developed and developing countries perspectives. Qualitative research method was used in the
study with Case study approach since this research is about specific case in a specific company.
Semi structured interview, observation and document analysis were used to collect data.
Qualitative content analysis method was used to analyze the qualitative data and describe the
meaning. The researcher examined the data in a systematic way in relation to the research
questions reducing the data by coding and categorizing to draw meaning. The findings indicate
that Heineken lacked proportionate CSR practice in its environmental and social CSR practices.
Though the company took part in some philanthropic CSR activities, its CSR approach was short
term and reactive instead of being proactive. Heineken CSR strategy needs modification to
customize its global CSR strategies in to local contexts to solve local problems. Based on the
findings, the researcher recommended that Heineken needs to make improvement in its CSR to
contribute and empower the community to address their environmental and social needs. It is also
recommended that Heineken needs to effectively communicate its CSR to the community.

viii



CHAPTER ONE

I. INTRODUCTION

1.1. Background of the Study

There is no best definition of Corporate Social Responsibility (CSR). Different international
organizations and renowned scholars defined CSR differently. For the sake of understanding the
term CSR, the researcher discussed some of the definitions as follows. CSR can be defined as
responsibilities to society beyond that of making profits for the shareholders (Quak, Heilborn
&Van der Veen 2012). CSR is beyond a donor receiver relationship between the society and the

company. Neither is it a mere compliance to the legal requirements of the host country.

According to Sharma &Mehta (2012), CSR refers to the firm’s consideration of and response to
issues beyond the narrow economic, technical and legal requirements of the firm. Archie B. Caroll,
(1979) on his part defined CSR as the social responsibility of business encompasses the economic,
legal, ethical, and discretionary (philanthropic) expectations that society has of organizations at a
given point in time. These responsibilities were later divided into four parts of responsibilities that
multinational companies should shoulder. These are: economic, legal, ethical and philanthropic
responsibilities. Besides, Carroll added that corporate social responsibility crossed borders and

cultures as never before.

International organizations have also defined Corporate Social Responsibility as a management
concept whereby companies integrate social and environmental concerns in their business
operations and interactions with their stakeholders (UNIDO, 2019).

Due to the positive impact of CSR on corporate bottom line, corporate social responsibility (CSR)
is becoming increasingly a buzz word in today’s business world. For companies to stay in

operation, they should care not only about their shareholders’ interests but also should place more



emphasis on areas like CSR apart from solely profit making. Most people used to think that

businesses are taking advantages from consumers in developing countries (Times, 2014).

However, nowadays, stakeholders are not only concerned about profits; they are more interested
in company’s engagement regarding various economic, environmental, ethical, governance, and
social aspects. The aforementioned issues significantly affect the fate of the company in the long
term. There is a competitive advantage for companies with high reputation and these companies

are more socially responsible in their CSR programs (Chan, 2014).

As part of their responsible and ethical business, multinational companies (here after referred to
as MNCs) have a well-established CSR program. Heineken brewery also claims it has its own CSR
program. This thesis, therefore, investigates the CSR practices of a multinational beverage
company in Ethiopia, Heineken brewery, and its CSR practice in a country different from the home

country of the company in terms of culture, tradition and economic status.

The first impression many people have towards multinational companies is that companies are
more interested in making profit and care less about other environmental, ethical and human right
issues. A number of Ethiopians working in MNCs in Ethiopia were heard complaining about lower
wages and ill treatment by MNC employers (Times, 2014).

Despite this, businesses are now trying to incorporate CSR in to their Business operations. In this
study, the researcher explored what Heineken, as a multinational company has done as part of its

responsible business besides profit making.

Transnational corporations (TNCs) are incorporated or unincorporated
enterprises comprising parent enterprises and their foreign affiliates. A parent
enterprise is defined as an enterprise that controls assets of other entities in
countries other than its home country, usually by owning a certain equity

capital stake. UNCTAD (2007 p.245)

The multinational company in point, Heineken brewery, is based in the Netherlands and operates

in 192 countries in the world.



This company, like many others, is expected to take part in CSR activities towards the society and
environment within which it operates and on which its existence depends. Heineken like any other
multinational companies also has duties such as protecting and promoting human rights as part of
its CSR activity. The question is what did Heineken do as part of its CSR? These points are

discussed in this thesis.

Heineken is operating in Ethiopia, a developing country where the stakeholders and the publics’
needs are different from its home country. This demands Heineken to take into account different
contexts in developing countries while planning and executing CSR. Caroll A.B, (2015) as cited
by Weleselassie, B (2018) states that companies wanted to achieve legitimacy in the eyes of other
countries especially developing countries and this became a challenge in the 1990s and beyond.
Being a socially responsible enterprise was the surest path to legitimacy in these countries. MNCs
need for legitimately operating in the host country is one reason pushing them toward practicing

Corporate Social Responsibility.

1.2. Statement of the Problem

As one of the fast developing countries in the continent, multinational companies from across the
world have started to take part in various investments inspired by opportunities in Ethiopia such

as manufacturing, construction and electricity (fortune. Africa, 2018).

There is lack of research in CSR in Ethiopia as it is a recent phenomenon as compared to the
developed countries. There are, however, some studies conducted in local companies. Some of the
researches conducted are: the practices of CSR in Ethiopian Banking Sector by Nigatu, M. (2016)
and CSR practices of Mesfin Industrial Engineering by Weleselassie, B (2018) among others.



Regarding the prevalence of researches of MNCs Corporate Social Responsibility in home
countries, a research on transnational Corporate Social Responsibility emphasized the need to

study CSR in MNCs in the host countries as follows:

Majority of CSR studies were conducted at domestic level or home countries of
multinationals, mostly western nations. A need existed to extend research on CSR in host
(not only home) countries, particularly developing countries in order to develop a deeper
understanding of the profound impact MNCs can have on a less developed country.

(Arthaud-Day, 2005, p. 16)

Even though there is an increasing demand for ethical and responsible businesses in developing
countries, research conducted on corporate social responsibility in MNCs maintaining the cross
cultural ethical values are scanty. Leading MNCs consistently are positive forces for both
economic development and environmental health and safety quality in the developing countries in
which they operate (World Bank report 2009).

The few researches conducted in CSR in Ethiopia haven’t taken MNCs in to consideration. In this
study, the researcher explored what MNC, Heineken Brewery, is carrying out as its CSR in
Ethiopia with the triple bottom line in focus in particular reference to the society and the
environment.

Literature on CSR has predominantly focused on local companies and disregarded the role
multinational companies in corporate social responsibility. Multinational companies might face
challenges of implementing their CSR in emerging economies as it requires understanding the
context and priorities of the area of their investment. Therefore, it has become of great interest for

the researcher to explore the CSR practice of a MNC in Ethiopia.



1.3. Objectives of the Study:

1.3.1. General Objectives
The main objective of this study is to explore the corporate social responsibility (CSR) practices
of multinational companies in Ethiopia with specific reference to Heineken Brewery Factory.

1.3.2. Specific Objectives
The specific objectives are therefore to
e Explore how Heineken practices its CSR to conserve the environment;
e |dentify the activities Heineken does to promote and protect the wellbeing of the society;

e Compare the company’s CSR performance to Elkington’s people and planet bottom line.

1.4. Research Questions:

The study aims to answer the following research questions:
= How does Heineken work to conserve and improve the quality of the environment?
= Does the company take part in CSR activities to support the society?

=  What is Heineken’s CSR like as compared with Elkington people and planet bottom line?

1.5. Significance of the Study:

As mentioned before in the introduction part of this study, there are little or no study conducted in
CSR of MNCs in Ethiopia. Hence, this may help upcoming researchers as a starting point for
further studies. This study might also help MNCs who intend to invest in Ethiopia to get a brief
understanding of some CSR activities worth taking part in when they operate in Ethiopia. Besides,

it is hoped that the study contributes to the CSR policy making for the government of Ethiopia.

1.6. Scope of the Study

The thesis solely focuses on the CSR practices of MNC, Heineken Brewery Company in its Walia
Brewery Factory in Ethiopia. This is only to look in to their CSR practices in a developing country
from the social and environmental aspects of the triple bottom line. The thesis is limited to the
people and environment in the vicinity of Heineken Brewery Plant around Kilinto. The brewery
plant is located in Addis Ababa city administration Kality sub city Wereda 9.



The researcher only explores the people and the environmental aspect of the triple bottom line
(doesn’t include the profit).The study doesn’t include wastage management in to its scope as it

requires deep expertise knowledge of the matter.

1.7. Limitation of the Study

Limited data was used although more result could have been obtained if more subjects were
involved in the study. Despite the attempts made to interview the corporate relations manager of
Heineken, Ethiopia, the researcher couldn’t get hold of her. The researcher feels that the study falls
short of information from the management of the company and management’s understanding of
CSR is not included in the study. Even though the information accessed from the company’s web
site was sufficient enough for in-depth analysis of the study, the inclusion of Heineken’s

management point of view could have contributed to beef up the study.

1.8. Definition of Key terms

In this section, the researcher listed some of the words and phrases frequently used in this thesis
and defined them for sake of simplicity for readers.

Corporate social responsibility: A management concept whereby companies integrate social and
environmental concerns in their business operations and interactions with their stakeholders on a
voluntary basis. (Comission of the European Communities , 2001 p.6)

Public: refers to the residents of Kilinto kebele where the Brewery factory under study is located

Planet: The physical environment in Kilinto where the Brewery factory under study is located

Stakeholders: Stake holders are different individuals, groups that have interest in the operations
of a business and affect or are affected by the decisions of the firm. (Freeman 2001, p.144)

Multinational company: a large commercial organization with affiliates operating companies in
a number of different countries. A typically one normally functions with headquarter that is
based in one country while other facilities are based in locations in other countries (Trade D. o.,
2019).

Triple bottom line: A concept that encourages the assessment of business performance based on
three important areas called financial, social and environmental performance. (Elkington, 2004).



CHAPTER TWO
Il. LITERATURE REVIEW

2.1 Definition of Corporate Social Responsibility (CSR)

CSR history dates back to 5000 years in Ancient Mesopotamia around 1700 BC. King Hammurabi
introduced a code in which builders or farmers were put to death if their negligence caused the
death of others or major inconvenience to local citizens (Essays UK, 2018).

It further stated that discussions about the social responsibilities of business had evolved into what
we can recognize as the beginnings of the “modern” CSR movement. The phrase Corporate Social
Responsibility was coined in 1953 with the publication of Bowen’s Social Responsibility of

Businessmen.

Even though CSR is a very common term in a contemporary society these days, there is no agreed
definition of it as it is a very broad concept consisting of multifaceted issues. Scholars define CSR
in different ways and the practices vary from one company to another. The International Labor
organization described the following definition by the European commission as the most widely

accepted definition in the first decade of the 21% century. i.e.

A management concept whereby companies integrate social and environmental
concerns in their business operations and interactions with their stakeholders on a

voluntary basis. (Comission of the European Communities , 2001 p.6)

The commission further emphasized that CSR is beyond compliance to government legal

requirements and it includes investing more on human capital and the environment.



Efiong, H. (2013) as mentioned in Hailu (2015), related the history of corporate social

responsibility to some of the biblical verses. It reads;

The Holy Bible in Leviticus 19: 9-10, has this to say: When you reap the harvest of
your land, you shall not wholly reap the corners of your field, nor shall you gather
the gleanings of your harvest. And you shall not glean your vineyard, nor shall you
gather every grape of your vineyard; you shall leave them for the poor and the

stranger: | am the Lord your God. (P.4)

This is an indication that social responsibility is not solely left for the big multinational companies,
as thought by many, but it should be practiced by everyone as part of a society.

Corporate engagement with society, also termed corporate social responsibility (CSR), has become
a commonly used term in contemporary society and refers to one process by which an organization

expresses and develops its ‘corporate culture” and social consciousness (Rupp et al, 2006).

It has become customary for a great deal of companies to see their CSR initiatives and spread the
news that they are carrying out their responsibility to the society thereby conveying the message
that they are eligible and have the license to operate. Now a days, there is an increasing pressures
from society regarding social and environmental issues and corporations consider CSR in response
to the pressure (Miller and Guthrie 2007).

According to the definition of Investopedia (2018) CSR is a self-regulating business model that
helps a company be socially accountable — to itself, its stakeholders, and the Public. What’s more,
CSR is beyond taking part in charitable activities or philanthropy. It is about sustainability and
inclusive growth. It is a responsibility to develop the society by envisioning the future social,
economic and environmental justice and welfare of the community. Therefore, companies have
integrated CSR in their businesses and corporate executives encountered demands from multiple

stake holder groups to allocate resources to CSR (Zu and Song 2008).



Reinhardt et al (2008) on their part defined CSR as sacrificing profits in the social interest.
Therefore, for a company to sacrifice its profits, it has to go beyond its legal and contractual
agreements or mere compliance to the law of the country. CSR embraces a wide range of
behaviors, such as being employee and environment friendly, ethical, respectful for the community
where it operates and also has to be investor friendly. Hence, MNCs need to assess their impact
on the environment and social wellbeing of the community as they have to be accountable for their
actions. Sometimes, the call for duty can be extended to go beyond the corporation’s immediate

realm to include supporting the arts or other good causes.

According to Hopkins (2004) and Abd Rahim, et al (2011), CSR can be defined as treating the
stakeholders of the firm ethically or in a responsible manner. Ethics is only one aspect of business
but by responsible, it includes other responsibilities like legal, economic and social or

environmental ones.

2.2. Elements of Corporate Social Responsibility

CSR consists of two distinct elements: the explicit and the implicit. Explicit CSR refers to
corporate policies which assume and articulate responsibility for some societal interests. They
normally consist of voluntary programs and strategies by corporations which combine social and
business value and address issues perceived as being part of their social responsibility by the
company. A recent example was the response of Walmart, FedEx, Home Depot and other US
companies to provide disaster relief to the victims of hurricane Katrina in 2005 (Roner, 2005).
Explicit CSR may be responsive to stakeholder pressure. It may involve partnerships with
governmental and non-governmental organizations and it may even involve alliances with other
corporations. The point remains that explicit CSR rests on corporate discretion rather than
reflecting either governmental authority or broader formal or informal institutions (Matten and
Moon, 2008).

According to Matten and Moon, “Implicit CSR” stands for corporations’ role within the wider
formal and informal institutions for society’s interests and concerns. It involves values, norms and

rules that impose requirements for corporations to deal with stakeholder issues and defines



obligations in collective. What we can understand from this is if norms and values can impose
requirements for corporations, MNCs should understand what the norms and values of the host
countries are so that they can carry out CSR accordingly. Nonetheless, Porter & Kramer, (2006)
noted that implicit CSR is not a deliberate action of a company rather it is a reflection of the

company’s environment.

2.3. Theories of Corporate Social Responsibility

Traditionally, a company exists primarily to make profits. Nowadays, there are many issues to be
dealt with apart from money making. Ethical responsibilities arise as the struggle for money

proceeds. There are three different theoretical approaches to the responsibilities of CSR.

I) corporate social responsibility: CSR is a way corporations interact with the community. Carroll
(1991) stated that CSR consists of four levels of basic responsibilities to society. i.e., economic,

legal, ethical and Philanthropic Responsibilities

a) Economic responsibility:  This is businesses responsibility to make money. In the
competitive economy if businesses do not make profit, they would perish. There is no
business without profits and nor is business ethics. It focuses on practices that are meant
for facilitating the long-term growth of the business, while also meeting the standards set

for ethical, environmental and philanthropic practices.

b) Ethical responsibility: the main focus here is the provision of fair labor practices for its
employees and those of its suppliers. Fair business practices for employees includes but not
limited to equal pay for equal work. Suppliers are also obliged to use products that have

been certified as meeting trade standards.

c) Legal responsibility: This is a responsibility to abide by the rules and regulations and its
compliance to the laws. Consumers tend to buy products and utilize services from trusted
companies. Paying the required taxes, adhering to labor laws and allowing inspections are

among the examples of legal responsibility.

10



d) Philanthropic responsibility corporate philanthropy is related to benevolence. Sometimes
called discretionary social responsibility, philanthropy means using a company’s time
and resources to contribute to the community in whatever is meaningful for the company
and its brand. This may include employees volunteering, donating money, services or
products to charitable organizations related to company’s mission and goals.

Corporate social responsibility shows that a company is about more than just its growth in profit
rather it cares about its impact on the world and wants its customers to feel good about the products
and services they buy. By making an effort to be socially responsible, they can ensure that their

company leaves a lasting, positive impact on the community.

Generally, the main features of Carroll's CSR Pyramid are that: CSR is built on the foundation of
profit. Profit comes first in his ranking. Then comes compliance with all laws & regulations. Before

a business considers its philanthropic options, it also needs to be ethical.

Philanthropic
Responsibilities

Be a good corporate
citizen.

Ethical
Responsibilities

Be ethical.

Legal
Responsibilities

Obey the law.

Economic
Responsibilities

Be profitable.

Source: Carroll (1996)

Figure 1.Carrol’s CSR pyramid
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2.3.1. Visser Versus Carrol’s CSR Pyramid

From the point of view that humanistic motives have become complementary to the economic
motives of CSR, Carroll’s CSR pyramid has started to be criticized. Visser (2008) criticized
Carroll’s pyramid and the Western models of CSR in general for being based on research in an
American context. Visser went on to criticize that the influence of cultural contexts on CSR has
been underestimated. Visser created another model and changed the order of the layers in Carrol’s
pyramid changing the emphasis assigned to each responsibility. It is, however, important to
understand that Visser’s model is a descriptive model of how CSR manifests itself in developing

countries not how CSR should be practiced (Mathiesen, 2011).

The two scholars’ perspective on the economic responsibility is also different even though they
both placed it on the bottom of the pyramid. According to Visser (2008), economic responsibility
is not about making profit but about the economic contributions from companies placing their
investments on developing countries. However, Visser and Carrol both agree that profit is the basis
for CSR practice. Multinational companies’ CSR motives was stated as:

Would it not be naive to think that multinational companies’ strongest motive for CSR
practicing in developing countries is not profit increase? A clear answer to this question
seems hard to find as the development in CSR has prompted a demand from consumers of
more ‘political correctness’. This is why it is few multinational companies that will declare

profit alone as their main motive of CSR practicing. (Mathieson 2011 p.58)

Carrol (1991) said that companies’ social responsibilities are seen as the most important. This is
because they have to exercise other responsibilities beyond profit making to survive. Philanthropy
has more significance in developing countries than in developed countries. In developed countries,
most MNCS exercise philanthropy as a voluntary activity for image building but in developing
countries philanthropy is expected of MNCs as the governments fail to meet the socio economic
needs of the society.

12



According to Carrol, legal responsibilities are society’s expectations of company’s compliance
with laws and regulations Visser (2008) sates his objection to this definition saying that this has
high focus in developed countries as companies could face consumer boycott and fines. Where as
in developing countries, because of the less developed legal infrastructure, pressures like the

aforementioned are lower.

2.3.2. The stakeholder’s theory

Stake holders are different individuals, groups that have interest in the operations of a business
and affect or are affected by the decisions of the firm. The theory argues that even though
shareholders are the prominent stakeholders of a business, the firm should create value not only
for the shareholders but also for the stakeholders. The stakeholder’s theory emphasizes the
interconnectedness between a business and its stakeholders.  The stake holder’s theory was first
described by Edward Freeman in 1984 in his book ‘Strategic Management’. Freeman (2001)

described the stakeholder theory as follows:

The 21st Century is one of “Managing for Stakeholders.” The task of executives is to create
as much value as possible for stakeholders without resorting to tradeoffs. Great companies
endure because they manage to get stakeholder interests aligned in the same direction.
(Freeman 2001, p.144)

Freeman suggests that shareholders are one of the stakeholders in a company and further states that the
stakeholder ecosystem involves anyone affected by or involved in the company. According to him, a
company’s real success depends on the satisfaction of its stakeholders not just its shareholders. As quoted
by Nigatu, M. (2016), stakeholder theory deviates from the shareholder capitalism orientations that see

business as an instrument for profit maximization (Freeman 2001).
The long held shareholder theory economist Milton Friedman proposed was that in capitalism the only

stakeholders a company should care about are its shareholders which it considered as its bottom line.

Friedman’s belief is that organizations are compelled to satisfy their stakeholders making profit and

13



registering positive growth. In contrast, freeman states that stakeholders are groups without whose support
a company would cease to exist.

Friedman on the contrary suggests that a company has no real social responsibility to the public as it is
only concerned with increasing profits for shareholders. The shareholders can privately have their social

responsibility.

Freeman noted that the stakeholder theory is even more important in the new global economy. He believed
that an organization needs to be mindful not only of those who hold stock in the company but also those
who work in its stores, those who work and live near its factories, those who do business with it and even
the competitors, as the company may shape the landscape in its industry.

In line with CSR’s social orientation of a business, stakeholder theory dictates that the essence of business

primarily lies on building the relationship and creating value for all its stakeholders.

2.3.3. Shareholders theory

Contrary to Freeman’s stakeholder’s theory, Milton Friedman’s shareholders theory argues that
businesses do not have any obligation other than making profit and maximizing returns to their
shareholders. He believes that there are no other goals a business needs to pursue other than making
profit. Shareholders are individuals who own a business or part of a business. There is one thing
that they want the managers they hire to achieve and that is profit. Friedman further argues that
any employee who does anything other than maximizing profit for the employer is doing
something wrong. Besides, if a government requires a business to seek something other than profit

they are wrong. Friedman further went on to emphasize that

Any instance of an employee of some company seeking something other than profit
(such as common goods for society) will require that employee to take away from
that business’s profit. In other words, in order to promote the common good in
society, a business must spend some of its profit in order to give back to the
public—but this is stealing. The profit rightfully belongs to those who own the
company. Promoting the public good, therefore, requires stealing from the

shareholders who own the company. (Friedman M. , n.d. para.3)
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Friedman’s point of view is that if businesses are selfish, they do something that is beneficial to
their employees. They don’t produce defective products or harm their customers and it ends up
benefiting them and increase their profit. Critics, however, raise their objection in that benefiting
the public by doing something out of selfishness is not truly virtuous if it is not motivated by

selflessness. Our action is praiseworthy if we do it only because it is good for others.

2.3.4. The Triple Bottom Line

John Elkington introduced the term “triple bottom line (TBL) in 1994. Due to the frustration with
traditional oriented measures of business performance which emphasize profit as their key
measurement, the triple bottom line approach came into existence. Elkington’s triple bottom line
approach is the concept that encourages the assessment of business performance based on three
important areas. Whereas traditionally, businesses were assumed to be profit-maximizers and
profit was the measure of business success. Elkington argues for a more balanced approach in
measuring business performance. Hence, profit, people and planet are aimed at measuring the

financial, social and environmental performance of a business (EIkington, 2004).

Profit (the traditional bottom line) is related with the effect of the company’s activities on its share
value and is done by calculating whether the company is making profits or a loss.

People (the human capital bottom line) is about to what extent the company is socially responsible.
It is concerned with the company’s stake holders rather than shareholders which includes
employees, suppliers and the wider public in which the business operates. It also includes whether
the employees receive fair payments or have good working conditions.

Planet (the environment bottom line): measures the impact of the business activity on the
environment. It is concerned with minimizing the company’s impact on the environment by

controlling energy consumptions, reducing waste and safe disposal of it (Elkington, 2004).
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Figure 2. Elkington’s Triple bottom line (TBL) of CSR /Source: Elkington, (2004)

Even though there has been the concept of the triple bottom line before, issues like the
2008 financial crisis BP oil spill cast an almost constant spotlight on corporate ethics and CSR
practice. An investment in corporate social responsibility can pay off though it requires much time
and money. Studies found that companies that treated corporate social responsibility seriously by
setting concrete goals were the ones that profited from sustainab