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Abstract

Corporations are forced to be more ethical and rtraresparent in doing their business and
are challenged to develop new business stratdga$acilitate sustainable actions and
growth. This is known as corporate social respolitsilfCSR) and is based on the
intersection between business and societal conditihich causes society to have certain
expectations of business. Stakeholder theory timi@smswer the question to whom the
corporation is responsible. In the hope to achgewseaningful social impact as well as
strengthen the long-term competiveness of the azgaan, a strategic dimension is added to
CSR: “creating shared value”. Based on these ptuet$ollowing research question is
formulated to drive this research project:

To what extend does the corporate social respditgipractices and stakeholder
management of a beauty company case Peru contributeate shared value?

A multinational corporation with headquarters ineamerging markets was chosen to fill up
the gap of traditional CSR research that (mostiguges on developed countries. A case
study was carried out in order to gain a bettereustdnding and be able to analyse in-depth
the company’s information (internal and contextgalNine managers were interviewed face-
to-face, through a semi-structured questionnaings Tatter was complemented by applying
research participant observation techniques andrdentation analysis to draw conclusions.
These were the research methods used to appraacksearch question.

The research showed that the beauty company haslaal, informal approach to CSR
without high investments, most of the responsibsithat the company engages in can be
seen as “ethical responsibilities”. The involvemeinstakeholders relies on goodwill and
managerial discretion. The owners of the beautypaom play a crucial role in the strategy of
the company. The lack of governmental regulatopacdy drive the beauty company to CSR
activities because they try to fill in the gap tfevernment leaves. Also the influence of the
international market drives the company towards @8t ities because they have to prove to
the international community that they do business fair and responsible way. The beauty
company is giving an opportunity to disadvantagednwen and their families and this is how
the company creates shared value. This is a fonmaocoinceiving products and markets,
because disadvantaged comities are served.

Even though the beauty company does make soci#ilwatons, findings have shown that
the beauty company should come up with a more riated corporate approach whereby
stakeholders are involved if the beauty companytsvenclaim its CSR performance
accordantly to the stakeholder management dimemgi@8R. They should also make it clear
for external stakeholders what their approach lss Tatter more specifically for external
stakeholders. In this way it can become transpdhattthe beauty company truly accepts
their responsibility to work towards a sustaindolteire. The beauty company has proved to
have a unique strategy to asses unattended maltketems that because of the contextual
restrictions it has adopted an approach that sesatieie for the company as well as the
society. Western MNC can learn some lessons frasnathy of doing business since the
alignment of social value creation with corpordtategy is receiving more attention and this
fields requires active research on findings ways tmdo this.
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1.Introduction

This thesis presents a multinational in beauty petelas a case to analyse whether a shared
value approach can be found in their CSR practitles.case study was conducted in 2009
during a three-month stay in Peru during whichrdsearcher obtained a profound
understanding of the company. In order to resetirelshared value creation, firstly a
literature review was conducted on the conceptslagaries around the key components of
this research: CSR practices, stakeholder dialagdeshared value. Also the context of the
company is taken into account since this is a matiional that has its headquarter in an
emerging market. Secondly the research methodasodgscribed, after which the case is
analyzed in light of the key components constrggtins research. Finally the discussion,
conclusions and recommendations are presentedfifdtishapter is an introduction to the
central themes “corporate social responsibilityd &shared value”. Corporate social
responsibility is an commonly accepted approadbrganisations to enhance competition.
But does this strategy actually create value faretg as well as for the corporation? This
research topic is elaborated via the backgrourig @if.the research where is described why
the topic is chosen. The rest of this chapter iBaded to present the problem statement
(1.2), the research objective (1.3) and the rebeguestions (1.4). In the last part the thesis
structure (1.5) is outlined.

1.1Background

In recent years, pressure from society and govemhnegulations have forced corporations to
be more ethical and more transparent in doing thesiness in order to enhance competition
and decline risks of harming image and reputatiam (Marrewijk, 2003). Corporations are
challenged to develop new business strategiegabisitate sustainable actions and growth
which can be done by finding a balance in threkedght pillars, people, planet and profit
(Elkington, 1997). This is know as corporate somabponsibility (CSR) and is often
described as any discretionary activity that furdheocial welfare (Barnett, 2007).

An important question in prior research was: ‘Dons well by doing good?’ (McWilliamet

al., 2006) and tried to determine the relationshipvben CSR and financial and firm
performance. The results from these studies weneimeonsistent, since it is hard to
determine if a one dollar investment in social wedfreturns more or less than one dollar in
benefit for the shareholder (Barnett, 2007). Anamg@nt point made here by opponents is that
CSR is beyond firm interest, and thus CSR is ofadae to the firm and the shareholders
(McWilliams and Siegel 2006). If this is the casfy should companies choose to invest
their limited resources in CSR instead of efficienovestments or shareholders returns?

The basic idea of CSR is that business and soaretinterwoven rather than distinct entities
which causes society to have certain expectatimnusiness behaviour and outcomes
(Wood, 1991). Stakeholders like consumers, empbged civil society demand the
engagement of companies in environmental as wealbasl issues (Fisschet al, 2001).
Therefore the concept of CSR is increasingly ackadged by managers worldwide because
this provides a strategy to meet stakeholder demand exercise their responsibility with
regard to social, environmental and economic corce3takeholder management answers the
guestion why not only shareholders have a rigitaim on the resources of a company and
thus why companies devote resources to CSR (Bagt#i¥). Besides that, it also answers
the question to whom the organisation is respoesibht how far this responsibility extends
because corporations cannot be held responsibdifeocial problems (Clarkson, 1995).
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The reasons to engage in CSR differ; some orgamisadio this largely on moral or ethical
grounds, others with a clear strategic rationaleud¢et al, 2004). This caused differences in
CSR related actions in corporations, some actiomsat directly linked to a risk or the core
business and have no strategic benefits. If cotipmssolely focus on stakeholders’ views
there is a thread that they end up with a CSR ag#rat consists of short-term defensive
reactions that is of minimal value to society. Ahay reason why there might not be a
philanthropic effect is because CSR is used asri&atiag tool by the corporation in order to
strengthen their brand. An other threat is thagmms are cut back in economic difficult
circumstances since there is no evidence that tteests pay off. Recent research has focused
on adding the strategic dimension in the socigdaasibility approach of organizations, in the
hope to achieve a meaningful social impact as age#itrengthen the long-term competiveness
of the organization (Porter and Kramer, 2006). Thisnown agreating shared value

Corporations have an important impact on the wecohomy as they globalize. Therefore
multinationals play an important role in the aré&€8R since it is nowadays a core part of
any global strategy in order to face the challergfe@ssponsible citizenship. CSR research
has traditionally focused on developed countriesttNAmerica, Europe and to a lesser
extend Asia. Where emerging markets were coveoedign subsidiaries or multinational
corporation (MNC) were involved rather that locahgpanies (Muller and Kolk, 2009).
Corporations do not display the same eagerneggpteaa as social responsible across
countries and also use diverse motivating prinsipleSR processes and are committed to
different stakeholder issues in their social resgality policy (Maignan and Ralston, 2002).
Past research (Longsdenal, 2006) has shown that CSR reflect particular $@aid

political context. Foreign corporations will deakthvCSR in a different manner than local
companies, which have links to other instituticioates and stakeholder pressures. The
identities, interests and motives of stakeholdary eross-nationally and they shape the way
corporations are governed in CSR. The way corpmratireat their stakeholders depend on
the institutions in which they operate (Campbel)2; Matten and Moon, 2008).

1.2 Problem statement

Although CSR initiatives are more and more beconsimgmon good in western economies,
corporations in developing countries are far legsrested and active in showing off their
good deeds. But CSR activities do take place, églhewhere multinationals have their
operations. Multinationals have a major impact ocia and environment conditions globally
and are forced to behave in a responsible way Becafuthe international pressure. A lot of
multinationals have their headquarter in westeomemies where CSR is part of the day to
day business, but what about multinationals thae llaeir headquarter in an developing
country? Do they show the same eagerness to cotgrib the welfare of society and are they
able to do this in a strategic way that pays offdoth the corporation and society? And how
do these multinationals involve their stakeholderheir CSR initiatives? In order to answer
these questions a case study is done at a beaupaty. This is a cosmetics and jewellery
producer that is headquartered in Peru and sglfgaducts in the Latin American market and
also in Spain. The research problem is thus how MNh their headquarter in emerging
markets come to a CSR strategy that is successtukating shared value.

1.3 Research objectives

The purpose of this research is to create a hatgerstanding of how MNC'’s create shared
value in an emerging marka@this is done by the exploration of how corporateao
responsibility is implemented in the corporatioheTeffects of the stakeholders on the CSR
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strategy are examined via the dialogue that thparation has with their stakeholders.
Additionally the created shared value of the CSRtagy will be identified.

Even further this research tries to expand exisdingies on CSR in MNC'’s by examining a
MNC with its roots in an emerging market. The bgautmpany has its headquarter in Peru,
and has its most important markets in Latin-Amebuagit is also active in Europe and the
United States. Besides this, the field of creasingred value strategies is an relatively new
field and this research aims to generate new eogpiknowledge. And finally with such
knowledge the theory can be confirmed, contradiotefined.

1.4 Research question

This research is centred around the relationshipd®En CSR and shared value in an
emerging economy. The following research problefonsiulated:
To what extend does the corporate social respditgipractices and stakeholder
management of the beauty company case Peru cot&tibereate shared value?

In order to answer the main question, a numbeulbfgestions were formulated:

In which cultural and economic context does thaibeaompany operate?
What are the CSR practices of the beauty company?

How are stakeholders involved in CSR initiativethat beauty company?

Does the beauty company create shared value?

What are the recommendations of the research sestuilihe beauty company for
multinational corporations and how they create asthaalue?

arwnE

1.5 Thesis structure

This thesis contains seven chapters. The firsttelhapan introduction to the topic of the
thesis. It explains shortly the background and wtaatbe expected in the following chapters.
The second chapter gives the theoretical foundatidhe thesis. It explains the concepts,
variables and relationships that are importantta topic and concludes with a model that
will be used in the research. The third chaptetaiaos all elements related to the design and
execution, including the method of data collectiGhapter two and three together form the
research framework of this thesis. The fourth cliaptesents the research findings. The
empirical data from the beauty company is presenéed. The fifth chapter provides a
discussion of the findings and the sixth chaptesents the answer to the research question.
The seventh chapter concludes the thesis with remdations based on the research
findings and the direction for further research.dmerview of the thesis structure is presented
in figure 1.1.
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Chapter 1
Introduction

Chapter 2
Theoretical framework

Research
Framework

\ 4

Chapter 3
Methodology

Chapter 5
Discussion

A 4

Chapter 6
Conclusion

\ 4

Chapter 7
Recommendations

Figure 1.1: Thesis structure
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2.Theoretical framework

In this second chapter the concepts, variableselationships are explained that support the
theoretical foundation of this research. The basimework of this research is shown in
figure 2.1. The chapter starts out with the expiana of the CSR domain in order to make
clear how CSR practices can be determined andiiigehtThis is followed with a section
dedicated to stakeholder dialogue that explains @8R differs throughout corporations,
who the corporation is responsible to and how¢his be managed. The third section explains
the importance of the international context of ¢beporation that is engaged in CSR and the
Latin American market more specifically. The founiadline in this section explains the
concept shared value, how corporations can crestiai@gy that uses this principle and how
shared value can be identified. This chapter caledwvith the analytical framework that will
be used in the empirical part of this study.

Stakeholder dialogue

Shared value
CSR practices

Corporation

A
A 4

National and international context

Figure 2.1: The research framework

2.1Corporate social responsibility practices

This section starts out with one of the core caras$r of this thesis: corporate social
responsibility. In this part it is important to neaklear which role CSR plays in a corporation
and how this can be assessed. In the first paradgh&pdefinition and theoretical background
of CSR is given. In the second part the reasonsashgorations engage in CSR are
explained. This is followed by an sub-section thedcribes how CSR practices can be
identified.

2.1.1 The concept CSR

It was around 1950 that CSR started to developganted the attention of researchers
(Carroll, 1999). Different scholars have proposegidety of definitions of corporate social
responsibility (CSR), making theoretical developitreamd measurement difficult (Carroll,
1979; De Bakker et.al, 2005; McWilliams et al., @800rheoretical frameworks, measurement
and empirical methods are still under developmemd, scholars do not yet agree on which
paradigm to use (Lockett et al., 2006). It is hardefine CSR since it is based on values and
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has no application rules, it is often used as abretia term and the term is dynamic in nature
because of the interaction with society (Matten Btodbn, 2008). There is a lack of
consistency in the use of the term, some just denshe ethical aspect, others think of a
charitable contribution and still other relateoiteanvironmental policy (Carroll, 1979). When
asking what corporate social responsibility is amdt it is not, the most important notion is
that firms cannot be held responsible for all dgmiablems and don’t have the same
responsibility as governments (Clarkson, 1995)vi®©&L973) formulated the iron law of
responsibility, which held that social responsil@s of businessmen need to be
commensurate with their social power. Carroll (195i®posed four main responsibilities that
represent the core of most of the definitions oRC&conomic, legal, ethical and
discretionary. Economic responsibility is about ¢idigation to be productive and profitable
and the most basic responsibility, legal respolisil@ibout doing business within the
framework of legal requirements, ethical respotigytiequires that business commit to
prevailing standards defining appropriate behavand finally discretionary or philanthropic
responsibilities requires that business are inwbinghe betterment of society. The
responsibilities must be met simultaneously (Cari®91).

Research on the definition of CSR by Dahlsrud (2@0@wed that more recent definitions
include five fundamental dimensions: the environtaksocial, economic, stakeholder and
voluntariness dimension. Most of the different ditibns are predominantly congruent,
although they are phrased differently (Dahlsrud&0The most cited definition that
incorporates all the dimensions is the one from@bmmission of the European Communities
(2001) ‘the integration of social and environmemi@hcerns in business operations and in
their interaction with their stakeholders on a vioéuy basis’.

Table 2.1: Dimensions and definitions (Dahlsrud, 206, p 4)

Dimensions Definition of the phrases

The environmental dimension The natural environment

The social dimension The relationship between lassirand society

The economic dimension Socio-economic or finaresglects, including describing
CSR in terms of a business operation

The stakeholder dimension Stakeholders or stakehgieups

The voluntariness dimension Actions not prescribygtaw

Businesses thus have some kind of responsibilityaik for the wider societal good, but the
precise direction and manifestation depends ouligwetion of the corporation (Matten and
Moon, 2008). It is important to highlight the fabat the most important aspect of CSR is that
it makes a direct contribution to social welfaredncial gains are by-products of CSR
(Barnett, 2007). There are a lot of examples otepits that are closely linked to CSR and
extend the theory and practices in this field salcorporate social performance, corporate
sustainability, corporate citizenship, corporateegaance and the field of ethical behaviour.
Recent studies still use CSR as a core construttt i3 often transformed into alternative
constructs (Carroll, 1999).

2.1.2 Drivers of CSR

There are three main motivations based on thesaramgts for organizations to commit to
CSR: (1) CSR helps to achieve performance godl$ &R is used to conform to stakeholder
norms and (3) CSR is self-motivated by the orgaminaand a part of the corporate image
(Maignan and Ralston, 2002). Recent research lagrsthat CSR can be used to enhance
the legitimacy and develop positive social respailisi images of the firm (Maignan and
Ralston, 2002). This can help in the ability toat and retain employees and customers.
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Also it can differentiate a firm (McWilliams andegel, 2006) and thus lead to a competitive
advantage, serve as a buffer from disruptive evamiisreduce transaction costs (Barnett,
2007). In short, the most important potential bé#seif CSR are:

* competitive advantage

* improved reputation

* maintenance of employees' morale, commitment aoduativity

» improved relationship with investors, governmettie, media, suppliers, customers

and the community

Corporations nowadays face many factors that avendrthis move towards corporate social
responsibility (COM, 2001):
* new concerns and expectations from citizens, coessimpublic authorities and
investors in the context of globalisation and lasgale industrial change,
» social criteria are increasingly influencing theestment decisions of individuals and
institutions both as consumers and as investors,
* increased concern about the damage caused by eoactwity to the environment,
» transparency of business activities brought abguhé media and modern
information and communication technologies,
» other organisations and competitors that enga@SiR
* regulations of government

2.1.3ldentification of CSR practices

CSR is mostly about issues that concern humansiigiglfare of employees, corporate ethics,
community relations and the environment. Thesetjmes can be classified as internal,
external or environmental (Vives, 2005).

* Internal responsibilityrefers to socially and environmentally responsii@baviour
that relates to workers and suppliers. It is exg@dsn concern for the health and well-
being of workers, training, equality of opportuegiand work-family relationship
(Vives, 2005). It pays attention to social issuéiw its operations (Gutierrez and
Jones, 2005).

» External responsibilityis defined as support for social and cultural camity
activities, as well as community development areptelated issues (Vives, 2005).
These social initiatives are not directly linkedatparticular business. These social
initiatives can categorized in three different greuphilanthropy, where there is
limited dialogue between donor and recipient; danigestment, where activities are a
response to needs and seen as an investment wi#h iturns; and finally business
integration, where vulnerable populations are diyentegrated into the regular
business practices (Gutierrez and Jones, 2005).

* Environmental responsibilitycovers activities geared toward the reductiorhef t
environmental impact of their operations, includgugh things as reducing waste and
the consumption of natural resource, recyclingtipgtn place environmental
management systems and the like (Vives, 2005).

In classifying CSR practices, important questidregd must be answered are:
* What activities are completed to fulfil social egfaions?
* How are these activities carried out?
* What is the scope of the activities?
* Who is the target of the activities?
(Gutierrez and Jones, 2005)
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The Global Reporting Initiative (GRI) tries to déwme a framework for sustainability reports
that is universally applicable internationally. Wable information about sustainability related
issues becomes more transparent if organizatiasueh guidelines world wide. In this way
stakeholders will be better informed. The GRI dadfegporting principles, standard disclosures
and an implementation manual that can help prepss&inability reports. Important
categories and aspects that are important to desicrithose reports are also provided. In
table 2.2 GRI aspects are reframed in the catesjoiz of internal, external and
environmental CSR practices in order to make mi@arer what kind of practices are
important in these categories.

Table 2.2: Aspects of CSR practices (adapted formia G4, 2013)

Internal External Environmental

» Economic performance * Indigenous rights » Materials

» Market presence ¢ Assessment e Energy

* Indirect economic impact » Supplier human rights * Water

» Procurement practices assessment « Biodiversity

« Employment * Human rights grievance e Emissions

» Labour/management relations mechanisms « Effluents and waste

« Occupational health and safety| * Local communities « Compliance

« Training and education * Anti-corruption « Transport

« Diversity and equal opportunity| * Public policy « Overall

+ Equal remuneration for women | * Anti-competitive behaviour + Supplier environmental
and men « Compliance assessment

» Supplier assessment for labour| ¢ Supplier assessment for impactse Environmental grievance
practices on society mechanisms

» Labour practices grievance » Grievance mechanisms for
mechanisms impacts on society

» Customer health and safety

» Product and service labelling

» Marketing communications

» Customer privacy

« Compliance

e Investment

* Non-discrimination

» Freedom of association and
collective bargaining

 Child labour

» Forced or compulsory labour

 Security practices

» Products and services

2.2Stakeholder dialogue as a component of CSR

With the growing focus on CSR it is seen as moneartant to include corporate stakeholders
in the development of sustainable strategies tteatedated to social concerns. In the first part
of this sub-section it is explained why stakeholtheory is important for CSR. This is
followed by a second part that tries to make clelay it is important for a corporation to
manage stakeholders. In the last part a tool #raand is often used by managers,
stakeholder dialogue, is explained in more detail.

2.2.1Stakeholder theory

Freeman’s publication (1984) ‘Strategic ManagemaArgtakeholder approach’ is a landmark
in stakeholder research and formed a new way ofwgenal understanding and action.
Stakeholder theory states that managers shouldntpfocus on the needs of shareholders
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but also on other actors that can influence thre butcomes. Otherwise these stakeholder
groups can withdraw their support. Besides thistm@sonomic argument, also the ethical
and moral arguments are considered in this thedcy\(illiams et al, 2006). If firms base

their transactions with their stakeholders on teust cooperation they have an incentive to be
honest and ethical while they also reduce transacibsts because of the strengthen
relationship (Barnett, 2007). Stakeholders candimed as ‘persons or groups that have, or
claim, ownership, rights, or interests in a corpioraand its activities, past, present, or future
that are the result of transactions with, or aditaken by, the corporation, and may be legal
or moral, individual or collective’ (Clarkson, 199%takeholders are (1) the source of
expectations or norms of corporate behaviour, {Bggxperience the effect of this behaviour
and they (3) evaluate these two aspects in a judgean which they (4) can act in turn

(Wood and Jones, 1995). It is important to note lieat these four activities do not need to
be done by the same stakeholder group. Stakehgildeps can complement each other or
advocate issues that do not affect their own welfarg. consumers that condemn child labour
(Maignan and Ralston, 2002).

Stakeholders can be categorized into primary aocdrgkary stakeholder groups (Clarkson,
1995) based on their relative power, legitimacy argency (Barnett, 2007). Primary
stakeholders are one without whose continuing @pdiion the corporation will be seriously
damaged or would be unable to continue existingrdis a high level of interdependence
between the corporation and its primary stakeheldEney typically consist of shareholders,
investors, employees, customers, suppliers andgostiakeholders: the governments and
communities that provide infrastructures and markeitd that have some kind of formal
power over the organization. Communities can batitied as communities of geography, of
identity and/ or interest, depending on the impuréaof locality (Gutierrez and Jones, 2005).
Secondary stakeholder groups are those who infeuenaffect or are influenced or affected
by the corporation but are not engaged in tran@astvith the corporation and not essential
for its survival. They can influence the public mipn of the firm. Typical examples are the
media and special interest groups.

The notion that organizations have a responsilitityards their stakeholders is the basis to
engage in CSR (Doh and Guay, 2006) and answerpigsgtion to whom the organization is
responsible to (Wood and Jones, 1995). This isradéed by Carroll (1999) who states that as
the definition of CSR developed, the term socieagweplaced by stakeholders. This puts
emphasis on the fact that social issues are repgexbby stakeholders to the organization and
makes CSR more tangible (Wood, 1991; Clarkson, ;16888roll, 1999; De Bakker, 2005).
Clarkson (1995) goes as far as saying that managemst tend to try to manage social
issues, but only focus on stakeholder issues, whitlrn contain social issues. Issues that are
given attention by the organization are of conadrane or more stakeholder groups, but
these issues are not necessarily of concern tedttiety as a whole. As corporate
performance will be influenced by one or more shalk@er groups, this performance should
also be measured with this notion in mind. Findnti@asures are thus incomplete, since the
corporate performance will not only focus on cregtivealth for shareholders (Wood and
Jones, 1995).

Using the stakeholder perspective makes CSR diffen company to company. Firms must
examine their own unique position and environmeradcertain their social responsibilities.
Wood and Jones (1995) found empirical evidenceltiggalights this. With a stakeholder
approach to CSR the positive effect of CSR on faerformance can be explained. By the
strengthened relationship with the stakeholdemsdican reduce transaction cost and risks.
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For example better labour relations can lead teegmwed employee retention rates and so
decrease labour costs. It can also attract nevormess, new investment possibilities and give
the firm the opportunity to charge higher pricear(itt, 2007). Although stakeholders’ views
are important, it must be acknowledged that theseps can never fully understand a
corporation’s capabilities, competitive positionig the trade-off it must make (Porter and
Kramer, 2006). The thread is that the organizatiotis up with a CSR agenda that consists of
short-term defensive reactions that have no stiabeEmefit and is of minimal value to

society. So in the end, managers should takentosaiccount and make a CSR policy that is
strategic.

2.2.2Stakeholder management

Stakeholder management is very important for cafpams that engage in CSR since the
relationship between a corporation and its stalddrslhas shifted from essentially
transactional to truly relational. The survivalaoirporations and their success depends on the
ability of managers to build and maintain sustaiea@nd durable relationship with all
members of its stakeholder network and engage thestnategies (Clarkson, 1995; Saelts

al., 2002; Mileset al, 2006). This relation is strongly affecting threation of organizational
wealth and is thus an essential asset that musiabaged. Policies with a stakeholder
oriented perspective are nowadays widely acceptaddnagers (Saclet al.,2002).

Stakeholder management is a complex task becaubessfent and sometimes conflicting
expectations between stakeholders, contextual exitigls that exist because of for instance
varying interpretations arising out of differenibgeaphical regions and cultures and the
challenge of identifying the best practice and camitating this to the stakeholders
(O’'Riordan and Fairbass, 2008). Stakeholder thetates that all stakeholder matter and that
corporations should integrate their needs in thearations. In practice, stakeholder needs
must be balanced due to limited resources and lesuradionality (Jamali, 2008). The
literature provides several stakeholder analysitssisuch as stakeholder mapping, which can
support managers in identifying key stakeholdegsgmnining levels of interaction with
stakeholders and develop adequate strategies eticbta

Key questions in stakeholder management are:
* Who are out stakeholder?
* What are our stakeholders stakes?
* What opportunities and challenges do our stakeh®lolesent to the corporation?
* What responsibilities (economic, legal, ethicaliatthropic) does the corporation
have to its stakeholders?
* What strategies or actions should the corporaa&e to best handle challenges and
opportunities?
(Carroll and Buchholtz, 2003)

2.2.3Stakeholder dialogue

Stakeholder management can be done through stalesltbdlogue which means actively
managing stakeholder interests in a corporatiooutin an open and active dialogue with
those stakeholders (Mathis, 2008). Stakeholdeogdlisd is the interaction between the firm
and its stakeholders to identify and debate abdatt \wach of them regard as appropriate
business behaviour in relation to economic, s@mal environmental matters (O’Riordan and
Fairbass, 2008). It can be used as a key vehicliaéoexchange between the corporation and
the stakeholder through CSR offerings. The corpamatoffers something of value with a
social benefit to a stakeholder group and in teceives the approval and support of this
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group (O’Riordan and Fairbass, 2008). This aatinaamagement has a threefold function,
firstly it provides a corporation with crucial imfmation about their business environment that
can be used to detect potential upcoming opporésniproblems and gaps in perception.
Secondly, it provides external stakeholders withrarand better access points to the company
leading to a better bargaining position. The casion can adapt their strategy to these
outcomes in order to enhance organizational pediao®a with the support of their
stakeholders (Milest al, 2006; Mathis, 2008).

Stakeholder demands are prioritized accordingstvumental and/ or normative
considerations. This is usually done on the basisanagerial discretiontop management

in particular, and their specific instrumental ormative inclinations (Jamali, 2008; Mitchell
et al, 1997). The role of managers is thus vital for shakeer dialogue. Besides that, also the
relational attributesof the stakeholder are important, namely powejitileacy and urgency.
Power is ‘a relationship among social actors inallone social actor A, can get another
social actor B, to do something that B would notehdone otherwise’ and can have a
coercive, utilitarian or normative base. Coercioavpr is based on the physical resources of
force, violence, or restraint; utilitarian powelbigsed on material or financial resources; and
normative power is based on symbolic resourcescfidltet al, 1997). Legitimacy is ‘a
generalized perception or assumption that the @etwd an entity are desirable, proper, or
appropriate within some socially constructed systefmorms, values, beliefs, definitions’
and can have an individual, organizational or dati@ase. Urgency is ‘the degree to which
stakeholders claims call for immediate attentiard @an be based on time sensitivity or
criticality. In figure 2.2 the typology of the défent stakeholders is illustrated.

POWER

. LEGITIMACY

Dormant
Stakeholder

4
Dominant
Stakeholder

2
Discretionary
Stakeholder

Dependent
Stakeholder

Demanding

Stakeholder ]

Nonstakeholder

URGENCY

Figure 2.2: Typology of the different stakeholdergMitchell et al., 1997 p. 874)

Because of the prioritizing of stakeholder inteseabt all stakeholder groups can be equally
satisfied. This makes stakeholder dialogue everenmoportant, so stakeholders can be
confident that corporations are dealing with thaterests with the necessary care (Kaptein
and van Tulder, 2003). Opinions are exchangedrastand expectations discussed and
standards developed with respect to business peactbtakeholder dialogue promotes greater
transparency, information sharing and inspiresetgpd¢d work together. It can shift the
relationship between the company and the stakefsfo@m one of confrontation and
competition to one of consultation and cooperation.
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2.3CSR in an international context

This third section tries to explain the important¢he context of the corporation which
engages in CSR. First it describes the global se@m€ SR that influence corporations. In the
second part it is explained why and how CSR inrLAtinerica differs from CSR in other
parts of the world.

2.3.1Global trends in CSR

The globalization and the development of commurooaechnologies are two major factors
in the rise of CSR (Mathis, 2008). The processlabglization is the integration of social,
political, economic, cultural and technological alg@ountries worldwide that characterize
the setting of business transactions and lead explosive growth of MNC'’s (Carroll, 2004).
The 500 largest MNC'’s account for about 2,5 peroémtorld product, nearly half of the
world trade, 41 percent of world’s manufacturingput, and 80 percent of technological and
royalty fees (Sachs, 2009). This gives MNC’s adfgbower. They have the potential to
increase innovation, transfer technology, raiselpectivity and have impact on the wealth
creation for millions of people, including theivilng standards and quality of life (Spitzeck
and Chapman, 2012). Concerned about the implicatbthis increased power stakeholders
try to pressure corporations to care for the emvitent and society (Campbell, 2007). The
emergence of communication technologies, sucheamtérnet and social media, made it
easier for stakeholders to exert pressure on tipocations (Mathis, 2008).

In an international setting bargain dynamics becamee complex, rivalry between different
legal, cultural, institutional, value and societgétems exist and issues and potential crises are
harder to predict and manage because of the diffesein value judgements. It has become
increasingly important to incorporate the stakebddand social and environmental reporting
into the day to day business (McWilliamtsal, 2006; Mathis, 2008; Torres-Baumgarten and
Yucetepe, 2009). In order to make CSR internatigragdplicable multilateral agreements
have tried to design implementable principles, spdé@les and regulations. Examples of these
initiatives include UN Global Compact, the Globa@®rting Initiative and 1SO 26000. Since
there is no compulsory application and verificationthese initiatives, CSR strategy is still
very divers, as priory explained. For MNC'’s thatedfggage in CSR an important question
regarding their CSR strategy is whether a subsidiaould adopt a CSR program of the home
country’s headquarter or whether subsidiaries shtailor their CSR responsiveness to the
host country context in which they are located.idaportant research finding is that around
70% of the corporate spending on CSR is done ifoited community of the headquarter of
the firm (Marquiset al, 2007). This indicates that local community of tinen is still very
important and influential, even for multinationalrporations.

2.3.2CSR in Latin-America

Research in developing countries indicates thabmtapt forces in the adoption of CSR are
weak drivers on the supply and demand side, linf@8& advocacy and awareness raising,
limited regulatory capacity, community organizasdhat are still in their infancy and
macroeconomic constraints that diverts the attardgiche corporation to basic economic
viability issues (Jamali, 2007). In Latin Americ&R is a growing movement but still in its
infancy (Peinado-Vara, 2006). The research of BsBaumgarten and Yucetepe (2009) on
US based MNC'’s in Latin America made clear that @B&yrams are lacking relative to the
volume of business contributed by this emergingketaregion. The Latin American
countries can be divided into three categories®R@volvement: the group that is ‘catching
up’ with the developed countries, this includesni@st developed countries such as
Argentina, Chile and Mexico, where the private geattivity on CSR is significant, the
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government involvement is low and the public awassrelatively vibrant; the ‘walking’
group, that includes the rest of South-America, nelpivate sector involvement in CSR is
low, although multilateral organisations try torease CSR, there is minimal government
involvement and public awareness is medium, leamiogtly on NGO’s and universities; and
the ‘stalled’ group, that includes Central Amerarad the Caribbean, where all the levels of
CSR activity are low (Haslam, 2004). According twé&é (2005), there are encouraging signs
that CSR practices may expand in Latin America. tds$he organisations in Latin America
have a gradual, informal approach to CSR, that doesvolve high investments (Vives,
2005). Current trends are the transformation ofasoesponsibilities into business operations,
the extension of CSR practices to small and meditm®-suppliers, an increase in cross-sector
alliances, and the building of relational capitabugh the development of grassroots
organizations (Gutierrez and Jones, 2005).

It seems that CSR in Latin America has grown throcgmmunity investment, opposed to
developed countries such as the U.S. where CSRageeethrough business operations.
Because of the weak enforcement and limited lagahéworks, the private sector stepped in.
In order to have a stable society where they predunc sell their products, corporations
invest in communities (Gutierrez and Jones, 200Bgre are also some cases of corporations
that influenced government regulations, in ordegrtbance the impact of CSR activities in
local communities (Gutierrez and Jones, 2005). Réigns that drive organisations to social
actions are less common in Latin America than wetlgoed countries because of the lack of
pressure from the society. There are no formal ewookganisations or social groups like
unions that demand fair labour and business pexctiBesides that, often corporations have
more power and wealth than the government itsedk(&m, 2004; Gutierrez and Jones,
2005). An other downside of the lack of pressuoenfisociety is that organisations feel that
their efforts cannot be recovered trough socialetamng. There is a need to improve the
institutional capacity of governments, civil sogia@ind the investment climate. These issues
do not only slow the overall social and economieali@oment and affect the creation of a
strong private and public sector but are also hindeghe development of CSR.

Organizations that export to the international nreidee more likely to commit to CSR
practices (Haslam, 2004; Vives, 2005). Latin Amami€CSR seems to be heavily influenced
by international NGOs, guidelines from multinatibhaadquarters and multilateral
institutions, which can lead to a lack of local @sship of CSR initiatives. Where there are
regulations in place, like along the Mexican-USdeor there is a lack of enforcement
(Gutierrez and Jones, 2005). In order to make @#Rtives more effective they should be
adapted to the country specific social and econalnféatures (Peinado-Vara, 2006).
Multilateral agencies have asked all sectors ofespto contribute their share, especially the
private sector that caused expectations to rissipport system is being developed so that the
private sector can fulfil these expectations: natkral agencies are investing more resources
in the private than in the public sector; univeesitoffer new programs for social enterprises;
coalitions of civil sector organizations are forgedlunteerism is on the rise; and the mass
media gives increasing attention to social intiesi (Haslam, 2004; Gutierrez and Jones,
2005).

The research of Vives (2005) made clear that thed for small and medium enterprises in
Latin America to engage in social corporate resitality differ from the drivers in developed
countries. The most important driver were ethias atigious values. This is also highlighted
by Gutierrez and Jones (2005), who state thativerdof CSR in Latin America is altruism
and solidarity, dating back to the regions Cathbackground. Especially family owned
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organisations in Latin America describe their cotnmeint as just ‘doing the right thing'.
Because organisations in Latin America tend torbafely owned, the influence of the
owners and the management is larger then in stecled organisations. It is also common
for partners of the owner and their families totiggrate in the workforce. The extend to
which the organisation will engage in CSR will tldepend heavily on the values, character,
attitudes, education, background and the liket@fowner or entrepreneur (Vives, 2005).
Where owners are managers, CSR will have mostlyistitc motives (Gutierrez and Jones,
2005). Corporations have a somewhat paternaligie of society but projects are mostly on
a ad-hoc basis, CSR practices are often not sicatbglinked to the business (Peinado-Vara,
2006). An other important driver is maintain goethtions with clients, suppliers and the
community (Vives, 2005). Gutierrez and Jones (2@@Scribe this driver as managing risks,
to prevent negative reactions and strikes orgdaisatire willing to work with the
community. The remaining drivers found by Vives@2pare concerns for their employees
and the desire to improve profits. Profits were se#n as more important than the other
drivers, and pressure from civil society and pubg&ctor incentives is not seen as an
important driver. A remarkable result, since orgations do believe that society in general is
demanding more and more responsible behaviour §yR2@05). Gutierrez and Jones (2005)
mention two other drivers: firstly the search fompetitive advantage (social actions can be
explained by the need for improvement of a firmage or market share) and secondly the
lack of investment of the government in the loeslaurces that are required for the
organisation to keep in business.

There are also some challenges in outing CSR natctipe in Latin America. One is meeting
the needs of the traditionally unattended costurtleegrado-Vara, 2006). An other is
challenge is that because of the history of exaiie® relationship, exclusion and distance
there is a lot of distrust between organisatiords@mmunity leaders (Gutierrez and Jones,
2005). The most important reason for Latin Amerioaganisations not to participate in CSR
is lack of knowledge, especially on the welfarehaf firm and the perceived lack of impact
(Vives, 2005). Limitations in human resources, tamel public support are not seen as
obstacles while lack of resources in general is.

The influence of the national and internationaksteolders on corporations in Latin America
are described in figure 2.3.
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Figure 2.3: (Inter)national pressure on CSR in a L&n American country (derived from Haslam, 2004)

2.4Strategic CSR, creating shared value

This final section describes an other core construthis research, shared value. The goal is
to move beyond just engaging in philanthropic C8&#iies to examine the strategic role of
CSR. Often CSR is used to generate goodwill, bewgtloyee moral and gain positive
publicity. When CSR is a part of the strategy @& torporation, it can create value for the
corporation as well as for society. In the firsttghe background and theoretical development
of shared value is explained. This is followed lpeat that makes clear how a shared value
strategy can be formulated and the three main Wegre are to create shared value in order to
create a deeper understanding of the construcs.igHollowed by the final sub-section that
articulates the key elements that are part ofdbisept.

2.4.1Definition of shared value

It has long be recognized that profitability andiabresponsibility are not necessarily
incompatible. Unfortunately contributions to CSReofreflect the personal believes and
values of managers or employees, rather than bieitigo well thought-out social or business
or social objectives (Porter and Kramer, 2002).ala(8007) made a new conceptualization
of the responsibilities of a corporation, basedr@ncategorization of Carroll (1979) in order
to make a clear distinction between different kiMdesponsibilities. The in sub-section 2.1.1
explained responsibilities proposed by Carroll @9&conomic, legal, ethical and
discretionary are put in a pyramid. The discretrgmasponsibility is divided in altruistic and
strategic responsibility, whereby altruistic resgibility is seen as the fulfilment of an
organization’s philanthropic responsibilities, spective of whether the business will reap
financial benefits or not, and strategic respotigjtas fulfilment of philanthropic
responsibilities that benefit the bottom line (Jan2907). These last two responsibilities are
truly CSR because they are voluntary, see alsodigu
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Figure 2.4: Distinction between different kind of responsibilities (Jamali, 2007, p.22)

Porter and Kramer (2002) have suggested an appregairing companies to use their
unique attributes to address social needs in th@ocate context. Instead of focusing on the
friction of business and society, corporations $&théaok for intersection. Besides economic
needs, societal needs also define markets, whiahown as the competitive context of
corporations. Social harms or weaknesses can tonplbe create internal costs (Porter and
Kramer, 2011). If corporations address these nébdes is a convergence of interests
between business and society and the reconciliafisocial and economic goals. A

symbiotic relationship can be formed, where thegss of the corporation and the success of
the community become mutually reinforcing (Ported &ramer, 2002). This is known as
shared value, value that is not about personakgabu sharing value that is created, but about
expanding the total pool of economic and sociesle (Porter and Kramer, 2011). This
thinking represents a new way of understandingotosts, productivity, and the external
influences on corporate success and will be an itapbforce driving growth in the global
economy (Porter and Kramer, 2011). Especially wettging countries pioneers of shared
value can be found. Those corporations often wotkusiness settings with limited resources
and had to innovate to meet the opportunities @Pand Kramer, 2011).

The most recent definition of shared value propdseBorter and Kramer (2011, p.66) is:
“The concept of shared value can be defined asipsland operating practices that enhance
competitiveness of a company while simultaneoudiyaacing the economic and social
conditions in the communities in which it operafes..] Value is defined as benefits relative
to costs, not just benefits alone.” Any philanthecogctivity that results in long term gains,
whether tangible or intangible, falls under thisimidon (Jamali, 2007). Spitzeck and
Chapman (2012) emphasize the importance of twatpthat follow from this definition of
shared value. First is that shared value is corckwith the efficiency and effectiveness of
societal outcomes relative to investment. Secomldbitsthe strategies will be data driven,
clearly linked to defined outcomes, well connedtethe goals of all stakeholders and tracked
with clear metrics.

2.4.2Creating shared value as a core activity

To create shared value, corporations should integraocial perspective into the core
framework that guide its business strategy (P@mer Kramer, 2006). The focus should be
upon enhancing the competitive context. If CSRvéteds are connected with the strategy and
core competences, it can be seen as a core adhatgorporation. This will lead to new
business opportunities. The strategic social petsgecan be put into practice by following
three steps:

1. Identifying the points of intersection, that cakeawo forms:
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a) Inside-out linkages, all the activities in the valthain create positive or
negative social consequences on the communities.

b) Outside-in linkages, the influence of external abconditions on the
corporation. The health of a competitive contex ley factor in carrying
out the strategy and consists of four areas thrabezopportunities for CSR
initiatives:

i. Input conditions: the quality and quantity of aghile business inputs.
ii. Context for the strategy and competition: the raled incentives that
govern competition.
iii. Local demand: the size and sophistication of threaiel.
iv. Supporting industries: availability of supportingdarelated industries.

2. Choosing which social issues to address; each ratipp must select issues that
intersect with its particular business. These $assaies should be sorted for each of
the business units and locations, and ranked mst@f potential impact. Social issues
can be divided in three categories:

a) Generic social issues: social issues that areigiifisantly affected by a
company’s operations nor materially affect its ldagn competitiveness.

b) Value chain social impacts: social issues thasayeificantly affected by a
company’s activities in the ordinary course of bess.

c) Social dimensions of competitive context: socialies in the external
environment that significantly affect the underlyidrivers of a company’s
competitiveness in the locations where it operates.

3. Creating a corporate social agenda; finding wayeittforce corporate strategy by
advancing social conditions. The social agenda teisesponsive to stakeholders, but
should also look beyond community expectations.

a) Responsive CSR: acting as a good corporate citattumed to the evolving
social concerns of stakeholders, and mitigatingteng or anticipated
adverse effects from business activities. A goapa@te citizen initiative is
specified in clear, measurable goals and tracKteesuer time. Corporations
need a proactive and tailored internal process.vahee chain can be used to
identify systematically the social impact of thataractivities in each
location.

b) Strategic CSR: a small number of initiatives wheseial and business
benefits are large and distinctive and create quaposition which enhance
competiveness.

Porter and Kramer (2011) describe three distingtsvia create shared value that are mutually
reinforcing. The first one is bygconceiving products and markekéere unmet social needs
can be stratified and disadvantaged communitieeedgPorter and Kramer, 2011). The basic
argument is that economies of scale can be créatedfering essential products and services
at reasonable prices to disadvantaged commurttties fostering their inclusion within the
formal economy (Spitzeck and Chapman, 2012). Bediuk, it also lead the corporation to
new ways of innovation. The second way to creaseeshvalue is byedefining productivity

in the value chainHere a holistic evaluation of the value chaindudivity in terms of

energy use, logistics, resource use, procuremgsttibaition, location and employee
productivity is carried out (Spitzeck and Chapn01,2). Shared value thinking can
transform the value chain by offering new waysioovate and unlock new economic value
which lead to competitive advantages (Porter arairi@r, 2011). The last way to create
shared value is byuilding supportive industry clusters at the compgarocations Clusters

can be build to improve company productivity whalddressing gaps or failures in the
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framework conditions surrounding the cluster (Poated Kramer, 2011). Clusters enhance
innovation, competitiveness, knowledge exchangeimpdove environmental and social
performance. Applied to local development contaat depend on the interaction and
alignment of several players such as suppliersjceproviders, educational institutions,
NGO'’s and local governments in order to attairotmal development goals (Spitzeck and
Chapman, 2011). When a corporation builds clusieits key locations, it amplifies the
connection between its success and its commusiiesess through the multiplier effect.

2.4.3Aspects of a shared value strategy

From the above description of a share value styategfollowing basic conditions can be
obtained:
» Centrality: it should fit the mission (Burke and Logsdon, 1986d be linked to the
corporate policy or operating practices (Spitzeo#t @hapman, 2011).
» Competitivenessit should enhance the competitiveness of the (Bpitzeck and
Chapman, 2011) by capturing private benefits (Banké Logsdon, 1996).
» Social aspectit should improve the social conditions in the coumity (Spitzeck and
Chapman, 2011).
* Pro-activity: it should be planned in anticipation of emergingial opportunities and
not because of a crises or compliance requiren{Buoike and Logsdon, 1996).
* Visibility: it should use clear metrics related to stakehaldenands (Spitzeck and
Chapman, 2011) so the stakeholders can give oliderand recognizable credit to the
corporation (Burke and Logsdon, 1996).

2.5Analytical framework

The three components shown in figure 2.1 weredmwalown accordantly to the literature
revision and evolved into the analytical framewadpresented in figure 2.5. Also the
relationships and influences between the consisugriaphically displayed. The relationships
are dynamic in nature because the outcomes ofiffieeesht constructs influence each other,
one cannot been observed without the other. CSRipea and the creation of shared value
take place within the context of the corporatiorcas be seen in figure 2.5. Stakeholder
dialogue is influenced by stakeholders from witthiea corporation (the internal stakeholders)
as well as stakeholders outside the corporatiand#ternal stakeholders) and thus is
graphically presented on the border of the contéitte corporation and the national and
international context. In this chapter it becomlesicthat the national and international
context of a corporation are important in consiigiCSR and strategy, which is why this is
also included in the model.
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Figure 2.5: Constructs, elements and relations ohe analytical framework
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3.Methodology

In this chapter an overview of the methodology useainswer the research questions is
given. The chapter starts with the explanatiorhefresearch strategy. After that, it is made
clear why this specific case was chosen. In thé section the operationalization and data
collection methods are discussed in more detad#. dftapter concludes with the discussion of
the data analysis.

3.1Research strategy

This research was deductive and explanatory inreabn explanatory studies a situation or
problem is studied in order to explain the relatiup between variables (Saundetsl.,

2007). In this research existing theories were usetkbvelop a suitable approach to conduct
the research and analyze the organisation in éodexplain if and how shared value is
created by a MNC in an emerging economy. The mratiip between CSR practices,
stakeholder dialogue and shared value was exarmmader to come to this explanation.

This was an important part of the research sin@iirent literature there is not much known
about this particular relationship. A qualitatitady was carried out in order to gain a better
understanding and an in-depth experience of theabsituation and research context. At the
beauty company a single case study was conductetydseptember, October and November
2009, using in-depth interviews. This research thias cross-sectional since the interviews
took place at a single point in time. Various reskanethods were combined such as face-to-
face, semi-structured in-depth interviews, researplarticipant observation and document
analysis (internal documents, publicly availablgenal and previous academic publications
on the beauty company).

3.2Case selection

A case study is an appropriated research strateglgaw or why question is addressed about
a contemporary set of events, over which the ingattr had little or no control (Yin, 2003).
The boundaries between the phenomenon being stadgkthe context within which it is
being studied are not clearly evident (Yin, 2003)t this research, the main two factors in
choosing a case were the size of the company atakcdtion. In order to answer the research
guestion the case was required to meet some inmpari#eria. Firstly, it needed to be a

MNC, which means that it should receive 25 peroemhore of its total sales revenues from
outside the home country, have an influence ironaticultures, policies and economies
while being managed as an integrated system (B@@). Secondly the case must be located
in a emerging market. This because according tteePand Kramer (2011) especially in
developing countries pioneers of shared value ediolnd. Besides that this will help to
create more insight in how these MNC'’s differ fredhNC in western economies, considering
CSR. Thirdly the MNC should engage in some kin€8R in order to study what role this
plays in the corporation.

The single case used in this research is a beautpany, located in Peru. The beauty
company is one of the leading global direct selbnganisations (Ragland, 2012). This is thus
a representative case since it is a MNC with iedg@arter in an emerging economy while
making an impact in different countries. The logatof Peru is chosen since here the
headquarter of the beauty company is stationeccarpbrate policy is designed here. Theory
states that headquarters still have a huge impabbw the CSR policies are shaped across
the MNC. Because of this it is important to studg headquarter in more detail. Also all the
divisions are present in the Peruvian headquahere is a cosmetic as well as a jewellery
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manufacturing plant and the communication and narfgelepartments are also stationed
here. The case is further described in chapter 4.

3.3Data collection

In this part the operationalization and data calbecmethods are further described. There
were three main data sources, the interviews, deatsrand participant observations by the
researcher.

3.3.1linterviews

The interviews provided the primary data in thise@ch and were held with the managers of
the main divisions of the beauty company in Pengesthere is no CSR department or
manager. The managers that were interviewed wene tine engineering department, the
finance department, the quality department, theufzemuring department, the planning
department and the purchasing department. Thesageenwere in charge of the Peruvian
production plant in Lurin, Lima. Also the corporatgining manager, the corporate manager
of the environmental, health and safety managesystém and the corporate communication
manager were interviewed. The interview questiaenaas designed to gain a deeper
understand of the role of CSR, which role stakedsighlay and which strategy is followed at
the beauty company. Managers were chosen to bwigwed since they have the power to
influence the values in the organization and adgwasent those values as they develop the
corporate strategy and allocate resources. Persahads play a role in their decision making.
Also the managers should promote the corporateegiyaThus managers represent a key
factor in the CSR process and actions in the orgdioin (Aguilera et al., 2007). Besides that,
they have a good overview, insight and knowledggefimportant policies that are related to
CSR in their respective departments. An other ingmireason was that the managers are
concerned with the interaction with stakeholdersnére practical reason to choose to
interview the managers was that the company regjtliee managers to speak English. When
managers had trouble with the English languagengeay translator was present during the
interview, in order to avoid misunderstandings.

In-depth interviews took place in order to give thspondents the chance to give a more
profound perspective on CSR and their experienmajans and attitudes with CSR at the
beauty company. Interviews have been claimed ababemethod of explanatory research
(Saunderet al, 2007). McWilliamset al. (2006) specifically recommend direct methods,
such as interviews, for CSR research to obtain nmsight in the motivations for CSR
activity. In this research a semi-structured inmwwas used in order to remain flexible
during the interview. Additional questions and dieations could be asked when considered
necessary so respondents could explain and budd their responses. A list of themes and
guestions that needed to be covered was genebatetthe sequence of the questions
depended on the flow of the conversation in ordericourage participants to share
information in a style they were comfortable witach interview started with the provision
of information about the interview’s purpose ane éxplanation of the term CSR. This latter
was a preventive measure to avoid misunderstanaihgs helped to keep the interview in
line with the research model. The interview corsisif three parts, in the first part the CSR
practices were discussed (section A of the intarui@he questions were about which
internal, external and environmental CSR practemedd be found in the company and more
specifically in the department. The second pathefquestionnaire was about the
involvement of the stakeholders (section B). Tlaketolder and the relationships that were
studied are; employees, shareholders, consul@tmers, suppliers, government and other
public stakeholders. Naturally there was a focusnupe stakeholders that are important for
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the department that was interviewed, for examplendiuthe interview with the manager of
the purchasing department suppliers were discuasgetail. In the last part of the
guestionnaire the value managers gave to CSR wassdied. Their opinion on the CSR
strategy to be followed by the company was alse@dsgkection C). The questionnaire was
designed to take about 45 minutes. Interviews weserded and transcribed for further
revision post meeting, also to make sure no inféionacould be lost. The outline of the
interview is included in annex 1.

3.3.2Document study

Scholars agree that data collected for other peqasther raw data or published, are
secondary data sources. Most organizations calstistore a variety of data to support their
operations (Saundees al, 2009). Previous research done at the beauty aoyripaother
scholars, as well as company documentation (ergocate policy) and published documents
(e.g. promotional material and website) could bedus analyze. When using documents it is
important to consider their value. The documentsevgelected under the criteria proposed by
Babbie (2004) that addresses several questionake sure the documents are of value for
this research:
* Who composed the documents and why is it written?
* Is there a bias in the documents and how mightggoabout checking them?
* What kind of key categories and concepts are ugedeowriter of the document to
organize the information presented?
* What sorts of theoretical issues and debates andsslo these documents cast light
on?

Previous published sources that were used inésisarch are the final report of the
Centrimundo studytoui2008, Propuesta de programm#8008), the reviews d¥laking Up
the Difference: Women, Beauty, and Direct Sellm§cuador(2012),Multiplying
themselves: Women cosmetic sellers in Ecuéiaitl),Institutional theory and cross-
national differences in international market seilectfor direct selling(2012) and the
interview of the owner done by PricewaterhouseCrofor 7" South American CEO survey
The secondary data is used in order to suppoygtriheary data.

3.3.3Participant observations of the researcher

Saundergt al.(2009) described participant observation condgciimesearch while the
researcher attempts to participate fully in thediand activities of subjects and thus becomes
a member of their group, organisation or communitythis way a deep understanding of
what is going on is created because what is hapgesinot only observed but also felt. In

this way delicate nuances in feelings can addreasddhe symbolic world understood. The
role of the participant observer depends on whetteerdentity of the researcher is revealed
and if the researcher takes part in the activigsdsl on these two criteria there are four
possible roles; complete participant, complete nleseobserver as participant or participant
as observer (Saundessal, 2009).

During the research at the beauty company theofdlee researcher was revealed and the
researcher was located at the manufacturing depattim the area of the system
management. The researcher was participating iddki¢o day practice in the company.
Besides working on the research, the researchealsasnvolved in the establishment of a
new CSR project. The aim of the project was to tiedpcommunity in the area where the
manufacturing plant is located. In order to comemith a good project meetings in the local
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community with employees, the church and the gavemnt were set up. Also the community
itself was visited.

3.4Data analysis

For the data analysis the research framework ofdi@.5 was used. The different blocks in
this framework represent the different sub-resequastions.

The first sub-question about the cultural and ecgn@ontext of the beauty company was
studied through a PEST analysis. Hereby the paljteconomic, social and technical in the
macro-economic environment were considered. Theceswf information used were
available documents made by international accepstdutions like the World Bank. This
context was further investigated through the dlzation of the micro-environment, namely
the corporation itself. The data used for this weternal documents that were used as
corporate communication mechanism such as postargany agenda and the website.
However, the interviews were used to confirm angpsut the findings on this question.

The second sub-question that tries to identifyGB&R practices was primarily studied through
the interviewsTo answer the second sub-question the CSR praetieesidentified by using
the research framework. During the interviews,rdspondents elaborated upon the CSR in
the beauty company. Whenever a respondent mentmmedf the aspects described in table
2.2, this was highlighted in the transcription. Sedpuently the CSR practice was labelled with
a quote in an excel sheet with a short descrigifdhe label, indicating which manager
mentioned the CSR practice. After that the CSRtmes were grouped and categorized in
internal, external or environmental. The identifgdctices, how often they are cited and by
which departments are shown in annex 2.

The third sub-question about the involvement ofdfag&eholders was answered through
categorizing the mentioned stakeholders by theoradgnts as follows: employees,
shareholders, customers, suppliers, governmensuttants, NGO’s, community and
competitors. Whenever a stakeholder was mentiogeddorespondent, this was highlighted
in the transcription of the interview. These ciiag were then summarized in how the
respondents see the company'’s interaction witlpéngcular stakeholder. Secondary data
was used to expand these results in order to cadagtter overview of the actual situation.

The fourth sub-question, about if the beauty compaeates shared value, was answered
through the analysis of the previous findings. Bh&as a detailed assessment made on how
the identified CSR practices at the beauty comgaoye on the share value elements:
centrality, competitiveness, social aspect, prosaigtand visibility (see figure 2.5).

In order to answer the fifth and final sub-questdaout which recommendations derive from

the research results, the previous sub-questiors wged. The outcome was compared with
the literature findings and presented as recomnismsa
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4.Results

In this chapter the findings are presented in ataare with the research analytical
framework (figure 2.5). First the context of theseas discussed, followed by information on
the case itself, the beauty company. This corredptmthe outermost circle of the research
framework and the biggest rectangle within theleir€his is followed by a section on the
analysis of the stakeholder dialogue within theuyeaompany. In the last section of this
chapter the existing CSR practices at the beautypany are enlisted. This is followed by a
discussion of whether these practices can be searslaared value creation strategy and if
not, what kind of classification can be given te firactice based on figure 2.4.

4.1The beauty company and its context

In order to determine the creation of shared vlissimportant to understand the economic
and social development issues of the Peruvian bssiocontext. This is done through a PEST
analysis, which takes the political, economic, aband technical environment into
consideration. Also the organizational charactesshust be taken into account. An
overview of the company profile is also here given.

4.1.1Peru

The history of Peru is rooted in the Incan cultamel heavenly formed by the occupation of
the Spanish from the f&entury until 1821. The Peruvian government isstitutional-

republic, the legal system they use is the civil &/stem. The president is the chief of state as
well as the head of government. The president seaieyear term and the current president
since 28 July 2011 is Ollanta Humala Tasso.

The economy of Peru is very locally focused. Thisaused by the economic history, in 1982
Latin America was facing a crisis. The Peruvianggament created in a reaction to this crisis
an inward-bound economy in order to protect thewesellmport and export to the rest of the
world was restricted. This led to stagflation, anbination of high inflation and recession. It
was not until the 1990’s that Peru changed the @ogrto outward-bound. Peru opened up its
market and expanded trade with different countresind the world. This resulted in a free
trade agreement with the United States in 2006 @greement led to more security and a
predictable legal framework for foreign investargib business in Peru. Peru is also part of
Unasur, a Latin American Union and has trade agee¢srwith Mercosur states, Mexico,
Canada, China and some countries in Europe.

The Peruvian economy keeps on improving, the aeegagwth rate is 6.4% per year since
2002. The Peruvian economy is stable with a snpgieciation in the exchange rate with low
inflation. PPP is $332 billion (US) and GDP perita$10,900 (2012). The major industries
of Peru are mining, agriculture, fishing and tooriespite Peru's strong macroeconomic
performance, poor infrastructure hinders the spogaplowth to Peru's non-coastal areas.
Peru's rapid expansion have helped to reduce timnabpoverty rate by 23 percentage points
since 2002, but inequality persists and continagsose a challenge.

Around 81% of the Peruvians are roman catholicrahdion plays a big role in the day to
day live. There are high poverty rates and unemptoy rates, especially in the remote
Andes and among the indigenous people who don&gksBeanish, accelerated by the existed
class-differences. School attendance has imprduddhere are still problems with
educational quality. About a quarter to a thirdPefuvian children aged 6 to 14 work and
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many poor children drop out of school to help suppieeir families. Corruption, insufficient
infrastructure, child labour and low capacity of fbocal government are key problems in
Peru.

In Peru there are 3.688 million main telephonedlimeuse (2011) which ranks the country in
comparison to the world on a@@lace. There are even more mobile cellular phdael61
million in 2011 that ranks the country in a@%gosition. Internet is also widely spread, 9.158
million users which gives Peru a ranking on & 3ilace.

4.1.2The beauty company

The beauty company was founded in 1967 by the dyfamLima, Peru. It was the first
company in Peru that manufactured cosmetics arfdrper Taking advantage of the
government rule that prohibited the import of coBose they expanded in the local market
rapidly. After the death of founder in 1984 the ltgacompany separated in two independent
companies. The son of the founder still leads tmagany today, together with his daughter.
In Peru the company sells its products under @mdifit brand name then in the rest of
countries. The beauty company has five differentipct lines; skin treatment, make-up,
fragrances, personal care and jewellery which ggesmore than 250 different beauty
products, and focuses on the middle and upper micdks costumers. They sell products for
woman, men, young adults, children and babies.pFfbéucts are sold in eight different
countries; Peru, Colombia, Ecuador, VenezuelavigglMexico, Guatemala and Spain.
There are five different production plants locateé®eru, Ecuador and Colombia. Besides
that there are research and development centthe idnited States and Switzerland. There
are plans to expand their market in Italy and Geyma

From the beginning, the company wanted to give Wanuwomen an opportunity to improve
their standard of life and help them in their ecorodevelopment. In order to make this
possible, the beauty company established a sydtelimeat sale by catalogue, which is
released every four weeks, under the concept afr-tipdoor’ sale. These consultants are
women in the age range of 18 to 50 years old armmli¢h the so-called ‘stairway of success
they can grow into directors. The beauty comparsydwer 4,000 employees and more than
300,000 sales representatives.

The mission is to raise the standard of living olwen and of all who are part of the family
the beauty company, offering the best economicldpweent, professional and personal
opportunities, with the support of worldwide qugliteauty products. Its vision is to be the
most competitive and prestigious direct sellingubg@ompany in Latin-America based on
the principal ‘prosperity for all'. The beauty coany does not want to be the biggest
participant in the marker, but wants to be the npostitable one. In the countries where the
beauty company is active, it is in the top threéhefmarket leaders. In 2007 the revenues
were around USD 550 million with a profit margin1§%. The average growth was 25% in
the last three years and due to a marketing sirategnge the jewellery line experienced a
growth of 60%. The total production capacity of Heauty company is 100 million units per
year. In 2007 92 million units were sold, in 20@miillion units and the expected number of
2009 is 88 million units.

The values of the beauty company are:

* Integrity
* Honesty
* Equity
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* Loyalty

* Commitment to quality

» Respect for people and family life
» Service attitude

* Responsibility

The principles of the beauty company are:
» Always act on the foundation of ‘prosperity for all
* Prioritize the common good over the individual good
* Encourage teamwork
* Promote continuous improvement
* Promote the development and skills of our team
* Recognize the achievements at all levels
* Encourage open and free communication
* Provide service excellence
* Provide social support to our community

4.2 Stakeholder dialogue at the beauty company

In this part the stakeholders that are of imporaioc the beauty company are discussed.
Firstly a description of the stakeholders is givEnen the dialogue between management and
stakeholders deriving from the empirical data &dest. Besides this managerial discretion,
also the relational attributes between the stakigtsland the company are important in
considering the dialogue with the stakeholders s€ladtributes are also discussed. Finally an
overview of the interaction with the stakeholderpliesented.

4.2 linternal stakeholders

Shareholders

The company is owned by a family. The owner isigesg of the company owns about 95%
of the shares and his daughter is vice-presiddray Eet out the strategy and their focus is on
the profitability and continuity of the company.é&yhalso play an important role in the
contacts with the consultants. The quality managgs:‘For the owner quality is very
important and according to him the quality is ire goroduct and in the consultants. He keeps
very close contacts with the consultants. He ie sty involved in the product line, he is the
one that can approve the manufacturing of a nevdpet’. All the strategic decisions are
made by the owners and if managers have an idgdnthe to convince the owners of this
idea.

It can be stated that the shareholders have higlepdegitimacy and urgency over the
company. They have high power because they caa faemagers to follow their strategy,
they own the financial resources and they haveigeesrhey also have a legitimate claim on
the company since they own the company. Finallguey is also present since it is critical
for the company to react immediately on their cRi®hareholders are thus definitive
stakeholders.

Employees

The employees work in various specialties in thead@nents of manufacturing, marketing,
communication, finance, purchasing, quality and damesources. Their demands are mostly
in the labour related subject as career plans, wovkrconment and a like. The managers have
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annual meetings with the employees to talk about the process can be managed better, to
talk about the corporate objectives and how pelsalnjactives are aligned with the future of
the company.

The employees have legitimacy over the companyusecthey have a formal relation with
the company. They also have symbolic power ovectimepany. The company does engage
them in policy making. Employees are dominant dtalders of the company.

Consultants

Consultants form a special stakeholder group irbteity company since they are not under
contract but work freelance on the basis of a cassion. Earnings depend on the amount of
products sold and sellers recruited. The consdtarg normally women between 18 and 50
years old. Most of them start on a part-time bdmis,can grow from that through the so-
called ‘ladder of success’ to directors that haiieent consultants working for them and
even become a manager of a district. The relatipagletween the consultants and directors
are analogized to family roles. If consultants tlithe ‘ladder of success’ they can obtain
bonuses. The bonuses become bigger when climbitigediadder. In every country there are
two main events, the national convention, wheresatiants are invited if they reached certain
targets and consultants of all the different stapthe ladder are invited, and the glow on the
stage event, where only the best consultants aitedhand where the cars are given to the
consultants. There are also small events where/tikeshops are given, mostly these events
are per area and under the leadership of a dir€lhere is also once a year an international
event called Galaxy, where the best consultantseéight countries are invited to. Together
with the owner they go for a trip to an Europeapited during this event. There is also an
intermediate trip, where consultants that reacleethin targets are invited to. On this trip the
president isn’t present. For the consultantsiinigortant that the product they sell are
innovative, of a high quality and competitive seytitan achieve a high commission. New
products are evaluated every four weeks with thesgibants in focus groups. CSR practices
are not communicated with the consultants, untesg play an active role in the practice.

The consultants have normative power over the cagnpece they are an important asset of
the company. Beside that they have a legitimaienatever the company since they sell its
products. As stated above, the company engagestiseltants in their policy making.
Consultants are dominant stakeholders.

Suppliers

The suppliers provide the company mainly with gladastics, metal and cardboard. Most of
the suppliers are headquartered in European andié¢anefollowed by Brazil. Raw materials
are purchased by the department of the beauty aoyripa-lorida, United States and then
shipped to the production plants in South Amerieedbise of the purchase benefits in this
location. The management of the beauty companylbae contacts with the suppliers in
order to guarantee a high level quality of all prad. The quality managers explaifighe
guality of the raw materials are checked in foufetient laboratories that are for quick
analysis in order to take action in situations tkhlain’t accomplish the parameters or
characteristics that are defined in the specifioai. These controls gives information about
the supplier.”The engineering manager states that in the irnterawith the suppliers they
are motivated to try to align the objective of gupplier with the objective of the beauty
company. During meetings important objectives aseussed.
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Since the suppliers provide the company with malethey have a high utilitarian power of
the company. Suppliers could make an urgency abairthe company since the delivery of
their supply’s are often time sensitive. Also ofteippliers engage in a formal relationship
through contracts with the company and could hheesfore a legitimacy claim. As stated
above, the company engages suppliers in decisitmmé&Suppliers are thus a potential
dangerous stakeholder, but right now dormant stalkebs.

Customers

The consumers can be divided into different taggetips; women, men and young adults.
For customers it is important that the productstritesr expectations. Especially the quality
of the products is important for them at competitprices. There is no formal company
communication on how the company tries to builcetidy society. Neither are internal
improvements communicated to gain a better braradj@n

The customers do not engage directly in the compdiogt market research is done through
the consultants. They do have a power claim basedilitarian and symbolic power. The
customers are a dormant stakeholder group.

4.2.2External stakeholders

NGO’s

NGO'’s in Peru that try to influence companies fokaavily on environmental aspects,
especially in the mining and petrol business. Tdwntetic plant of the beauty company is in
Lurin. This is a protected ecological area becamseof the last not polluted river of Lima is
running through this valley and this is an impottagricultural area for Lima. There is a
NGO named Grupo GEA active to keep this area ndlated. The Lurin plant of the beauty
company was founded in 2004 and in order to redbigapproval of the NGO the EHS
management system was introduced. Grupo GEA madetgership with the government in
order to legitimate their claims. This partnersisiplso involved in the evaluation of the EHS
management system, which takes place twice a Jaarbeauty company participates in
order to learn and contribute their knowledge tpriove the surrounded environment. An
other aspect Grupo GEA bargained was the employofettleast 30% of the workforce
from the local community. Grupo GEA prevented te@blishment of the jewellery plant in
Lurin because this production process is too paljuaccording to them.

Grupo GEA has a legitimate claim on the compamgesthey are an accepted group to in the
community that prevents environmental harms. Ahgirtclaims are urgent, if the company
does not address them immediately, this can cargris problems. The company does
engage them in their policy making, but the NGOdsegther stakeholders to make the
company listen to their claims (the government nedcommunity). This make Grupo GEA
an dependent stakeholder.

Government

The government seems not very committed to theremwvient yet, although they did set up a
new environmental ministry. At this point the laarg not very strict according to the quality
manager of the beauty company. In the beauty coynibeame is a special team that put new
legal requirements into practice. This consultaatt works together with a legal government
bureau to exchange information and to receive adwes the ESH manager explaifi$:ithe
government makes a new law, they specify thiswelsite. The consultants see this and ask
for the opinion of the technical area. With thisropn they go to the governmeniThe

Page 36



government is working together with Grupo GEA ipaatnership in order to create a
sustainable environment in Lurin, which gave atiegite basis for the initiatives of the
NGO. Besides that there is also an experienceddaickervention of the state. School,
hospitals, highways are missing.

The government has a legitimate claim on the comparce it is the institution that makes
the rules in which the company operates. Also thexe a high coercive power claim over the
company since the government can force the comfmaeggage in some kind of action by
law. The company does not experience an urgentheiclaims of the government and does
not feel a lot of pressure to act in a respongid@ner because of the government. The
government can be considered a dominant stakeholder

Community

The beauty company is related with the familiethefemployees, the community the
company has its manufacturing facilities and sgatarge. For the community it is
important that the company gives them developmppbdunities without contaminating the
environment.

The community has a legitimate claim on the compange the company produces in their
habitat. Although their claims are legitimate, theywe no power or urgency claims over the
company. The community is thus a discretionaryedtalder.

Competitors

The beauty company is following the products amiations of its competitors. Some of the
competitors have recently introduced green prodticst are produced and packaged with
natural ingredients in order to reduce emissiortieOcompetitors adopted a philanthropic
cause and raised money for this cause, for exafmla’s breast cancer foundation. This
development in the market is closely watched.

The competitors do not have a power, legitimacyurgency claim over the company.
Competitors are monitored by the managers to wattket changes and gain information
but competitors are non-stakeholders of the company

4.2 .3Involvement of stakeholders

At the beauty company there is not a formal staklttonanagement tool. The management
of the stakeholders is highly dependent upon maragkscretion. The company does try to
create a strong corporate image across countridselyse of a coherent house style and a
corporate anthem with a dance. In the figure belmstakeholders are classified according
to their relational attributes. The most importstatkeholders of the beauty company are the
shareholders, followed by the dominant stakehatdesultants, employees and government
and then the dependent stakeholder Grupo GEA. dimenéint and dependent stakeholders
should be considered in policy making and areforaal way active in information
exchange with the company. The dormant stakehokiggliers and customers could have a
higher influence on the company. The beauty complaeg try to manage them but not very
actively. The community can be seen as a discratyostakeholder. They depend on the
goodwill of the company to asses their needs. Kinlaé competitors are non-stakeholders.
They are only monitored and do not have no direatgy over the beauty company.
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Power Legitimacy
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Figure 4.1: Classification of stakeholder (adaptedrom Mitchell et al., 1997)

4.3 Practices and their strategic value

In this part the CSR practices that were foundhen@mpirical data are described. The CSR
practices are categorized in internal, externalemdronmental practices in accordance with
the analytical framework (figure 2.5). When appraf@, quotes about the CSR practices from
the interviews are given in order to enrich thecdesion. After the description the strategic
value of these individual practices is examinedhgyfive elements that emerged from the

analytical framework (see figure 2.5). Finally B8R strategy at the beauty company is
discussed.

4.3.1Internal practices

Environment, Health and Safety management system

The beauty company works with the Environment, Hheahd Safety (EHS) management
system that considers environmental protectionJpatonal health and safety at work. This
management system has two main objectives: to ectthécnegative impact the company has
on the environment and to prevent work relatedthesald safety problems. They try to
achieve this through the use of prevention prograraming, environmental scanning and by
the use of work manuals. Twice a year there isadtineampaign where the health of all the
employees is checked. As the corporate EHS marssafes: This cascade process starts at
the top and goes to the bottom of the companyéryestep there is a responsibility to
improve our leadership and commitment in orderrmect the EHS in all the operating
area’s. This is very important. Caring about thisshbecome a custom in the company.”

Since the environmental practices of the EHS mamagésystem are discussed in more
detail in the environmental sub-section, there wiilly be here elaborated upon the strategic
value of the health and safety aspects of this gemant system. As far as the centrality of
this practice goes, there is not a direct fit vifth mission. There is a link with the value
‘respect for people and family life’, since theteyn is about the health and safety of the
employees. There is also a link with the compaiyciple ‘promote continuous
improvement’ since the system tries to make impnuaets in the area of health and safety.
The competiveness of the company can benefit frosnpractice, since the program should
prevent problems. The private benefits will notveey large though, since such a system is
guite common and easily adopted by competitors.sbioeal conditions improve through this
practice, there are better working conditionsctires thus positive on the social aspect. Also
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this practice scores negative on pro-activity siheenerged because Grupo GEA forced the
beauty company into this action. The visibilitytbfs practice is positive, the system is
evaluated with Grupo GEA and the government, takettolder groups. The system contains
clear metrics. Overall, this CSR practices doesredte shared value. There is some value
created for the company, but not for society. Basetigure 2.4 this practice can be defined
as an ethical responsibility since it is a commuacice. It is about preventing social harm
which society can expect from the company and ‘glevhat is right'.

Table 4.1: Shared value scores of the EHS managenteystem

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- +/- + - +

The best laws

In the EHS management system the laws are intenati@ the company’s policies. Each
country had its own laws, not all the laws applglinthe countries where the beauty company
manufactures and sells its products. They decidedeate a corporate law, based on the
reproduction of the most demanding laws in alldbentries. These include also laws of the
European Union since the company exports to Sgaicause of this the plants have either a
ISO 9001 or ISO 14001 certification. As the EHS agar explains:For example in
environmental laws Colombia has the best leved. gdsod level? Yes. Is best for the
company? Yes. Then we follow in all the countries.”

This practice scores negative on centrality. Theret a fit with the mission. It can be linked
to the principal of ‘promote continuous improvemebécause this practice does lead to
improvement but there is not a very strong linkefghis a fit with competitiveness because
this practice may lead to a first-mover advantagdné countries where the laws are not
mandatory. Beside that, it can also lead to a pesinage of the company. There is a social
benefit of this practice because the operatioth@tompany are of a higher level. There is
also a strong link with pro-activity, it is not ndatory to engage in it and it will enhance the
level of manufacturing. This practice has a ne@asieore on visibility because there are no
clear metrics the stakeholders can use to evalhist@ractice. It is hard to determine for the
stakeholders if the company actually does introdbese laws in all the plants. Although this
practice does add value for the beauty companytaaré is also societal value, there is no
strategic foundation for this and also metricsvaleate this practice are missing. This
practice can be considered an ethical practiceestns good business to apply a law to all the
subsidiaries that is mandatory in one of the plants

Table 4.2: Shared value scores of the best laws tce

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score - + + + -

Training and education of employees

The beauty company finds its employees very impbrthey guarantee the quality of the
products most of all. The employees are given ppodunity to grow and be educated in to
develop better qualifications. In this way they t@tome better professionals that can grow
in the company. The quality manager gave an exarfiple have persons that only have
finished high school, and now they are studyingafdegree.”Also the training manager sees
this as an important responsibility of the beawsnpany:“Education is very important. You
can’t imagine how the public schools are here. Téreyvery bad. The difference in
opportunities that people have are enormous. Treaebig gap on what is needed and what
is offered, and the majority of people don’t have tmoney to pay for it themselves.”
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This practice is clearly related to the missionhaf beauty company, it is part of the creation
of professional opportunities. The practice thumeas positive on centrality. It has a link with
the competitiveness of the company since the guadithe products is guaranteed by the
employees according to the beauty company. As &snfpe employees remain at the beauty
company, the private benefits are also secure.€lisex chance that employees will stop
working for the beauty company and start workingdg@ompetitor, which would have a huge
impact on the competitive gain. There is also atpesscore on the improvement of the
social conditions in the community since in thismmaembers of the community can receive
education. Otherwise these employees would probablyd not have the opportunity to
receive education. The practice did not emergeusscaf requirements. It provides a social
opportunity in that the beauty company creates eeraducated workforce. There is some
visibility, since for the employees the trainingladucation will probably be very
observable. For other stakeholders this practightmot be so easily observed, and there are
no clear metrics to evaluate this practice. AltHotlgs practice does create value for society,
it does not have a very direct link to the creatbralue for the company itself.

Table 4.3: Shared value scores of training and edating employees

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score + +/- + + +/-

Training and education of consultants

The consultants of the company are given the chamfm@low formal career training in a
programme that is called the University of the hg@ompany. In all the stages of the ‘ladder
of success’ there is training on competences alaikhat can teach the methodology to
become successful that was developed with edu@tpsychologists. Training can be
attended upon request, a corporate agenda is madalde so consultants can see when and
where training takes place. The company providesehraining without charge, participants
only have to pay for materials. If necessary tteesebe paid in parts. The training managers
declares how this can have an imp&adte feel proud that a director or an consultant tha
starts as an person that haves only the processlifig and gives services to the costumers
in selling, if she wants she can become an muiéllentrepreneur in an X amount of years
that is well trained. With the impact on her perablive, in her professional live and in an
economical sense as well.”

See for a detailed explanation of the aspectsl#imetion in the practice of the training and
education of employees.

Table 4.4: Shared value scores of training and edating of consultants

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score + +/- + + +/-

Supply chain audits

The beauty company performs audits to ask and me#swsuppliers if they work in
accordance with the government regulations. Besltgsalso labour practices are audited in
the supply chain. As the purchasing manager ssysen we do an audit we visit the factory
of the supplier to see if they use safe equipnifehgy use uniforms, if the have personal
hygiene facilities, if there is a canteen. The lig@ompany is a company that respects all
these points related to the working environment.al§e want our suppliers to respect this
because we want to have a good influence on thaysapain.”
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This practice does not have a fit with the misslonan be linked to the principle ‘prosperity
for all'. There is a link with the competitivenesithe company, because in this way they can
improve the quality and productivity at the suppliEhere is some social aspect in it since it
addresses the environment of workers at an othploger. Besides that when suppliers
improve the impact on the environment will be |edsere is a positive score on pro-activity
since the company engages in this voluntary. Tiseaepositive visibility since the audits are
described in detail and it is clear how the compaeasures these. This practice is closely
related to shared value creation. But becausedimpany does not to try to help the suppliers
in changing their practices, they only evaluaterththere is no true value created. This can be
seen as an ethical responsibility, doing whatghtri

Table 4.5: Shared value scores of supply chain ausdi

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- + +/- + +

Employment of the local community

With the establishment in the Lurin area, the beaaimpany became an important employer
for the local community. The target is to recrhittly percent of its workforce from the local
community. By doing this, the company attemptsdotagbute to the development of the
community in order to let them share in their wealt

This practice partially linked to the mission. T¢@mpany does not state clearly if the
community is also part of the beauty company fanBlgsides that there is a link with
principle ‘provide social support for our communityhere is no link with the
competitiveness of the company, besides that thgaay will gain community support
through this practice. It does have a link withoaial aspect, it provides a betterment in social
conditions through employment. It also has a negdink with pro-activity since Grupo

GEA bargained this practice. There is a clear mébr the evaluation of this practice for the
stakeholders. This can be seen as a altruistionssglity.

Table 4.6: Shared value scores of employment of thecal community

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- - + - +

Anti-corruption

According to the Finance department, there isiatstnti-corruption policy in the company.
They try to reduce the impact of corruption by taking part in it. If governmental officials
ask them to pay more than is official they do notftht. The finance manager explaif\&fe
don’t make business under the table. We are vemydip we try to protect our image in the
community. Not only the business community butwaidothe community in general. We
don’t make moves to obtain more gains than otherpamies. If we need pay more money for
governmental permission, we are not paying. Nasidatthe norms.”

This practice is not directly linked to the missidimere is a link with the values of the
company ‘integrity’, ‘honesty’ and ‘equity’. The otetitive position of the company will not
directly improve through this practice, althougksian important value to have for a
multinational corporation. Especially the interoatl community will find this an important
point. The social conditions will not improve ditlydby having this practice, although the
practice can lead to a more honest and equalltirigegovernment which can improve social
conditions. The practice is pro-active, it is n@ndatory. There is not a clear metric to
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measure if the beauty company indeed does not engagprruption. It is hard for
stakeholders to check this. This can be seen atharal responsibility, doing what is right.

Table 4.7: Shared value scores of anti-corruption

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- +/- +/- + -

4.3.2External practices

Raise the standard of living of women

The beauty company is very proud of the fact thatyone can become a consultant. Even
the poorest people in the most rural area’s arengikie opportunity to change their lives.
Latin American women are given the opportunity éodgonomically independent, self
sustaining, receive education and experience arase in self esteem. If consultants climb
on the ‘ladder of success’ they can make a lot@f@y. The communications manager
explains how this can been seen as CSRink the social impact of the beauty company in
the community, particularly in women is enormousstdhe notion of being here and offering
the opportunity to women to change their lives tigto our product. | have been in contact a
lot with the consultants. | would say in essenaebwand in itself has an social impact. And
we have so many testimonies that can prove thgtPeaple thank us, for the social work we
do because they think we provide social help ferabnsultants. The beautiful thing about
this business is it has an commercial side, but alsery altruistic social side.The training
manager explains how this works for h&irhe problem for me was, how can we let poor
people sell cosmetics to other poor people? | wefive for two months in a family that
worked for the beauty company in one of the poageggons. It changed my live, | understood
that you need to sell whatever you can in ordestay alive. Cosmetics make a change in the
spirit if you have nothing else. | became in lovathe changes that | saw, it is a beautiful
thing we do. After that | was convinced, | am gdim@pelp the owner to change the lives of
these women with his vision.”

This practice has a positive centrality, it is chgaelated with the mission of the beauty
company, it is part of the mission. There is algmsitive score on competitiveness since the
company uses a direct selling method that canamtyebe duplicated by other companies.
Because of this method they can sell their prodexts in the most rural area’s. There is also
a social aspect in this practice, since it brirgpleyment in poor area’s. These women
would otherwise not have the chance to become ¢éslliead be self-sustaining. On pro-
activity there is also a positive score, becauseetls not crises or requirement for the
company to engage in this practice, but theresisceal opportunity. The opportunity lies in
the attendance of the population with low chantéss practice has a moderate visibility, the
stakeholders can easily give credit to the comganthis. The outcome is very observable in
terms of effects, the women who are given the dppdy and are successfully can be easily
identified. A clear metric to measure these resal#ill missing though. Overall, this practice
is very closely related to creating shared valueer& is a clear gain for the company as well
as for society.

Table 4.8: Shared value scores of raise the standhof living of women

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score + + + + +/-
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Raise the standard of living of the beauty compdaynily

About ten years ago, the beauty company made silgledor husbands and children to also
receive some training. This training is particutarl the administrative part. Nowadays
husbands can become entrepreneurial partners, warchelp their wives to grow more
within the company. The training manager elaborateBow the company sees its impact in
the community:Success impacts not only her, but also her familg also the district.
Because where the director lives is 30 or 40% ofslaes force. A very good example is in
the poor district of Puno. This lady, Damiana whamow a director, entered the beauty
company. She sold toys, worked like 18 hours adaguse they really needed the money.
She found out about our opportunity and in thre@ry¢ime she is earning a lot of money and
has earned 4 cars. There are 10 or 12 director®répg to her. And she has changed her
live, her family’s live and the life of the direcsdhat she recruited. Last year she earned the
title queen of all the consultants. She surpassedjbals and the volume sales of the whole
corporation in growth. Success stories like thishage a lot, that impact the community,
throughout the whole corporation. They include ®rbout people that went from a slum to
now owning a second beach house. Their childrerbesmome professionals.”

See for a detailed explanation of the aspectsl#imetion in the practice of raising the
standard of living of women.

Table 4.9: Shared value scores of raising the staadd of living of the beauty company family

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score + + + + +/-

Partnership Special Olympics

Since five years ago the beauty company is a npainsor of Special Olympics in Ecuador.
This organization provides sports training andedtblcompetition in eight different Olympic
sports for children older then 8 years and aduitls intellectual disabilities. The beauty
company wanted to share their success with soaretysees a good cause in this vulnerable
group that is given little attention in society.ehhdo this because women are very important
for the beauty company and for women children any important. They work together in a
project called ‘Building a better future’ to proeidbetter special education in Ecuador. For
this project Christmas cards that are made by @mnlavith special needs are sold by the
consultants in order to raise money. Sometimegiaddi products are sold like candles and
chocolates. At this moment there are seven spgdaols set up throughout the country. In
the future they hope to set up at least one sqgtergbrovince. There is also a programme to
promote corporate sponsorship where the subsidiahe beauty company in Ecuador serves
as an example to hire disable people. The subgidfahe beauty company in Ecuador has
three employees with a disability working in thamglat this moment.

For this practice there is not a direct link wille tmission of the company since the disabled
children wouldn’t be part of the beauty companyifgrwithout the support of the company.
There is a link with the principle ‘prosperity fall’, ‘prioritize the common good over the
individual’ and ‘provide social support to our comnity’ though. There is no link with the
competitiveness of the company, the company doegaio private benefits. There is a clear
link with the social aspect, since this group iseptvise ignored and neglected. On pro-
activity is also a positive score, the companyakintary active in this partnership. There is
also a clear metric for the stakeholders to mea$igreesults, since there can be seen how
much schools are build and how many disabled pesplevorking at the plant. Since there is
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no value created for the company by this practiasgn not be considered as shared value.
There is a clear social value though, that is witan be seen as a altruistic responsibility.

Table 4.10: Shared value scores of partnership sgatOlympics

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- - + + +

Child care centre

In Colombia the beauty company started in 1995uadation that tries to help the parents in
Factativa (the place where the plant in Colombiadated). At the time there were almost no
alternatives for the care of children when it contekealth, nutrition and psychological
stimulation. The mission of the foundation is toathe needs of the community through
recreation programs, education and promoting conityngarvice. The community now has a
child care centre that takes care of 83 childr@pfBwvhom are children of the employees of
the beauty company. The beauty company thinksiegtbenefits from this because the
employees are willing and able to work harder ditlchildren are doing well. Besides this the
children represent the future of Factativa andhis way they can help to magnify this future.

For a detailed elaboration on the aspects of ttastige see the description at the special
Olympics practice.

Table 4.11: Shared value scores of child care ceastr

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- - + + +

El sensor de la mujer

The beauty company works together in Bolvia withr@gearch organization in a project that
is called ‘El sensor de la mujer’. For this projdet needs of the Bolivian women are studied.
Questions that are asked are what the role of womBblivia is, what perceptions, feelings
and ideas characterize Bolivian women and how woca@rtake part in the area’s that are
traditionally dominated by men. At this point thér@ve been done five different studies. The
training manager explaindNow we are in top of mind of how these women thib&ut the
beauty company. They know that they can becometsoméy the beauty company, so the
brand is becoming more powerful. They know now whebeauty company’s vision is and
what they actually do. This is one of the most mamb opportunities of the company, that
explains that we are also an expert and leadertmanging the live of women and converting
them in successful entrepreneurs.”

On centrality the score is moderate since then@isan improvement of life through this
practice. There is a link with the women and howirtheeds can be assed. There is a negative
score on competitiveness. It is possible thatldads to a better brand image, but this result
will be hard to capture in private benefits. Besidbe results of these studies may lead to
competitive advantages if used, but there is naimn that the company does this. The
social conditions in the community are not impréweugh this practices. The company does
engage in this practice voluntarily. Also the résoff this practice is very visible and easily
measured by the stakeholders. This practice cabhenséen as shared value creation, but as an
altruistic philanthropic responsibility.

Table 4.12: Shared value scores of el sensor dentaijer

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- - - + +
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4.3.3Environmental practices

Green manufacturing practices

The guidelines of the green manufacturing practresntegrated in the EHS system. The
goal of these practices is to reduce the impat¢herenvironment caused by production and
not to contaminate the environment. The focus nupe reduction of water, energy and raw
material use. The part of this program about thlecton of emissions and waste is
mandatory by the government because of the typecafucts that the beauty company
produces. The water recycling system that is boagttthe reduction of energy use is
voluntary. Employees receive special training iesthpractices four times a year. Because the
beauty company feels that it should be part ofitdiere of the employees to reduce water and
energy they try to make an effort to integrate ¢hgsctices in the daily life of the employees
as well. This is done through a competition betwibenemployees. The company will pay the
energy and water bill for person that is able t&enthe biggest reduction in the energy and
water use at home.

For this practice, there is not a clear fit witle thission of the company. There is a link with
the principles ‘prosperity for all’, ‘prioritize ghcommon good over the individual good’ and
‘promote continuous improvement’. Because reduatibenergy, water and material lower
the costs of the beauty company, there are prhexefits captured. There is thus a positive
score on competitiveness. The score on social aspemderate since the prevention of
pollution improves social conditions. Since a lbthe actions are mandatory, the score on
pro-activity is negative. The practice is introdddeecause the company needs to this. The
visibility of this practice is positive because gberactices are part of the EHS management
system that is evaluated with Grupo GEA and theegawent. This practice can not be
considered as a part of a shared value strategauBe it has partially to do with legal
requirements this is a legal responsibility. Théuation of water and energy is more about
doing what is right and can be considered an dthesponsibility.

Table 4.13: Shared value scores of green manufactog practices

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- + + - +

Green packaging

Recently the package engineering department stanpedject to design a package with
materials that have no or less impact on the enment. The goal is to design product
packaging that is less polluting, uses no toxicsiab recyclable metals or plastics. The most
important reason for this is cost reduction. Wheare is no or less packaging there is more
economical gain. An other reason is that theyestiaid think about the environment. As the
engineering manager saysor now this is a little step but in the futurevitill make the
difference between one company and the other.”

In this practice there is no link with the missmiithe company. There is a link with the
company principles ‘prioritize the common good otrer individual good’ and ‘promote
continuous improvement’. The competitiveness ofdtiapany can be improved through the
cost reduction that this new packaging will achiedis can be enhanced through marketing.
Social conditions can be improved because the @mvient will be less polluted. There is no
compliance requirement for this practice, the comypaants to do this based on there own
principles. If there is a way of packaging foundttts less polluting this would probably be
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very observable for the stakeholders. This practszebe seen as a shared value strategy if it
is introduced and aligned with the strategy.

Table 4.14: Shared value scores of green packaging

Aspect Centrality Competitiveness | Social aspect Pro-activity Visibility

Score +/- + + + +

4.3.4CSR strategy at the beauty company

There is not a formal CSR policy or strategy atlibauty company. There are some CSR
initiatives, though these initiatives are very fragnted and lack a common goal. CSR
activities are gaining more attention, especiatlyimnmental concerns. Stakeholders play
and important role in putting the environmental@enns on the company agenda, mostly
because of the location of the production plariturin. Especially the owners of the
company play a key role in the CSR policy, sin@edbmpany is very centralized. An other
important influence on the company is the inteoral market. Because the company is a
MNC, it has the opportunity to create corporatedan the basis of the best laws of the
countries they do business in. Also the Europeas ke an important factor, this has lead to
the fact that the plants have either a ISO 900806r14001 certification. Most of the
responsibilities that the company engages in caseba as ethical responsibilities. Doing the
right thing in society is an important value foettompany and its owners. There are also
some altruistic responsibilities, but these aasitare country specific. Most managers say
that they would like to see a more integrated campnilanthropy, they feel that it is the
obligation of the company to give back to socidtyey would like to see a company cause
that is related to either women or children to sssppompany wide. Although most managers
seem to agree on this, it is not high in the capoagenda and it will probably take some
more years for the company to develop this. Thexealso some practices that can be
considered as a shared value creation strateggelfractices, raising the standard of living
of women and of the beauty company family, arerbfesigned with the strategy of the
company. There is also a corporate gain by doiisg s well as a gain for society. The
practice green packaging is a potential sharecevsthategy. If such a packaging is indeed
introduced it depends on the interpretation of ¢ineen product whether it is truly a concept
of shared value.
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5.Discussion

The shared value creation strategy of the beautypeay is that they raise the standard of
living of women and of the beauty company family. @dving women in with relative low
levels of education, in pour areas with high unewplent rates the opportunity to engage in
business through the selling of cosmetics and jewelthey make a social impact. Direct
selling does not take much capital to start, tla@eeno rigid entry requirements and the
provision of products in areas that are isolatedhfthe city’s network of formal sector
retailers guarantees at least some clients. Bub@dih this seems like a very good deed, it is
not a panacea, there are some limitations and imegtects of this strategy in practice.

First of all, the husbands are not always suppergemetimes the women experience
jealousy and opposition (Kang, 2012). Due to caltgender roles, this opposition can be
very strong. Although women are responsible for imgkhe ends meet in the household, and
man and women, sometimes even their children, mast together to maintain their
household, men have not accepted this state ofsaffet. Women often have to ask for the
permission of their husband to work (Connell, 201%ually, women’s income are seen as
supplementary. That is why men that are unemployathderemployed often resist letting
their wife work because of this. Although this alsongs opportunities for the direct selling
method the beauty company uses, because this ssfoaohal job and thus experiences less
opposition, this form of employment to women caimdpistress on their relationships anyway
(Masi de Casanova, 2011). Especially for womendhaigrowing in the company and thus
make a considerable income and have to go to mairertgs, the relationship with their
husbands comes under pressure. Because besidesdHefor the beauty company, women
remain responsible for the household and child,cginéch can be hard to balance with their
selling activities. The results of the study of Mas Casanova (2011) indeed suggested that
the most enthusiastic about the direct selling oet#re women with only a few children,
women with supportive spouses and women which oanton help with child care and
domestic tasks.

An other important point is that the beauty compasgs the appearance of feminine, middle-
class, white-mestiza women in advertising as welhahe prescription of the grooming of

the consultants (Kang, 2012). Many of the constdtancluding the most successful ones, do
not fit this description. Especially in the poodamiral area’s it is hard for women to comply
to these norms since people look more indigencers wWestern. This is in a contradiction

with the corporate ads telling the women to be groitheir Latin American background
(Connell, 2012).

The third point is that the beauty company marketproducts as luxury items and as
necessities, appealing to class aspirations asasessential household needs. Especially the
acceptance of the necessity of the products byuttamés and customers that explains why
these products can thrive in a difficult economgaBty products are seen as essential to
appropriate feminine gender performance (Conn8ll22. Often consultants work with
payment plans to make expensive products more sibtes

Finally, direct selling falls under informal selfr@loyment, which is why consultants cannot

claim any formal privileges like health care thatmhal workers have. This places them in less
advantages positions.
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6.Conclusion

The question driving this research project wWiaswhat extend does the corporate social
responsibility practices and stakeholder managerétite beauty company case Peru
contribute to create shared valu@®er carrying out the research methodology exmdiin
chapter 3, the following highlighted conclusions te derived:

a. The beauty company has a gradual, informal apghao CSR without high investments.
At the beauty company there is no formal CSR gsatad practices seem to be fragmented.
The initiatives that are present focus mainly denmal and external practices but miss a
strategic link with the company. There are operatnvestments as well as community
investments that do have a link with CSR, mostling in a ethical responsibility.
Environmental practices are gaining more atteriiginare mostly still based on legal
responsibility. Overall it can be stated that C$kha beauty company is growing, the
company wants to engage more in CSR but their fecssll on altruistic investments.

b. The involvement of stakeholders relies on gohdwi

In the beauty company there is not a corporate gemant approach to engage in
stakeholder dialogue. The interaction with stakdéis are highly dependent on managerial
discretion. Only the NGO Grupo GEA and the govemiseem to put claims on the
company that they cannot ignore. Although Grupo Giad an important role when the
company settled in Lurin, nowadays their influeseems to be less persuasive. There is no
pressure from the community to engage in CSR,atmwdr unions or other types of formal
working organisations. The involvement of the otstakeholders seems to be more related to
the goodwill of the company and their will to remgjood relations.

c. The owners play a crucial role in the compari&R.

The shareholders or owners have a crucial roleerbeauty company due to the centralized
management of the company. Their vision and vadwe®xtremely important for the strategy
of the company. There is a lot of respect for ttleanong employees and consultants, they
have a kind of heroic status. This is typicallyatin-American companies, which are often
privately owned. The owners make the bettermesboiety an important part of the
company, because they believe that this is thetbig to do. This finding is in line with the
research findings of Gutierrez and Jones (200%)etiécal and religious drivers are the most
important in engaging in CSR for Latin-American quanies.

d. The lack of governmental regulatory capacitydieto CSR

In this case there is some evidence that becaube tdck of regulatory capacity of the
government the company engages in CSR. This islyraestn in the voluntary practice of
auditing their suppliers on government regulatidg. also because institutions for
education, child care and disabled people are ngssi not available for all the citizens. The
company tries to fill in this gap by helping to sgtsuch institutions by giving money and
resources. Also the company tries to make child eaad education available for its
employees. The governmental involvement is minitmadughout society and because of that
the company takes over part of this role. Thisalan been seen in the CSR practice to adopt
the best laws of the countries the beauty compaeyades in throughout the entire company.

e. The influence of the international market dritles company towards CSR

There is a strong link between the internationalkeigand the drive for the company to
engage in CSR. Because the beauty company is a MNQgs not only have to deal with its

Page 48



domestic government, but also with the governmehtse countries in which its subsidiaries
are based and governments of the countries theyretxp This had led to the practice that
there are corporate laws formulated based on tret deenanding international laws that
apply to the beauty company. The European lawamimportant factor, this has directed to
the fact that the plants have either a ISO 900806r14001 certification. Besides this they
also monitor their international competitors anel laecause of the activities of their
competitors triggered to also engage in sociabasti

f. The strategic value creation is giving a oppaoity to disadvantaged women.

The strategic value creation of the beauty compiasyin the reconceiving of products and
markets. In the business of the beauty company apaortunity to include disadvantaged
communities in the economy. They raise the standgliging of women and of the beauty
company family by giving women with relative lowkds of education, in pour areas with
high unemployment rates, the opportunity to statcdessional career. There are no entry
requirements nor much capital necessary to statcamsultant. These women can become
educated if they are able to set up a businessgppbrt their family. Also their families can
receive some training. Through this practice theubhecompany tackles a challenge in CSR
in emerging market, because traditionally unattdraestumers became part of the business
strategy. The approach of the company can be fitabsis ‘innovative’ compared to other
companies.
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7.Recommendations for practitioners and further reseech

The beauty company made some important steps atvimg CSR in their business activities
in recent years. There are positive indicatorstategic value creation, but there is a need to
come up with a more integrated corporate approHoé .value that is created for the company
should be clearly linked to strategic objectiveaking use of the unique capabilities of the
company in its specific context. In order to destthie involvement of stakeholders in this
process will be important. The biggest challengetie company lies in the communication
of their added value to society. At this momenytaee not making an effort to communicate
their practices. Especially external stakeholdeightmot be aware that this practice is part of
the company culture. By making this more profoumeré could be a better brand image
created. In this way it can become clear that #eby company truly accepts their
responsibility to work towards a sustainable future

In this research a MNC is considered that engag€&SR with its headquarter in an
emerging market. Most research is done in devetppountries or western based MNC in
developing countries. By doing this research it Wigblighted that the approach of the MNC
under study is different, because it had a gradndlinformal style. Besides this notion it is
clear that the MNC has a unique strategy to assasanded markets. It seems that because of
the contextual restrictions of the MNC it has a@dpan approach that creates value for the
company as well as for the society. In developimgntries reconciliation of societal interests
and bottom-line performance cannot afford to beloeked. Western MNC’s can learn
important lessons from this way of doing businéssesthe alignment of social value creation
with corporate strategy is becoming more importe&gstern MNC'’s are in an active search
how to do this and they can learn from MNC'’s in egiveg markets. This is even more
important in doing business in developing countrsgsce in those countries they often have
to deal with scarcity of resources and less favderaontextual conditions.

This research does an important contribution biyg¢ryo find empirical evidence for strategic
value creation, creating practical evidence fordtwecept of shared value. The author is
aware that a single case study is not sufficiecbtafirm an emerging theory, so more
empirical studies need to be done in this fieldrder to provide robust evidence. Besides
this, generalizations cannot be easily made byseeof a single case study. This can be done
through more in-depth case studies as well astiodigial studies of Latin-American
organizations in different industries that engag€8R. When this is carried out these results
can be compared and give a more profound explanafishared value creation strategies in
this context. Comparison with evidence from otheographical regions are also
recommended. Another limitation of this researcth& it may contain a social bias in the
responses of the respondents.

Future research could be upon the question hovelstddters need to be engaged in the
creation of shared value strategies. Maybe thesbtakers can be integrated in a management
system so that their needs are aligned in theeglyaAn other interesting research area would
be to see how national culture and context detexrsiirategic CSR. As noted earlier the
context plays a role in how the company sees lesand which opportunities arise. An other
interesting line of research would be how the camypaotives impact the shared value
strategy. Is there a difference if the motive tsinsic or extrinsic in nature? The creation of
shared value can be more profoundly explainedes$eitype of research are carried out.
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Annex 1: Interview

Introduction

e Whoaml

* What is the purpose of the interview

* How is the interview structured?

* What is my definition of CSR?

EU: ‘the integration of social and environmentaihcerns in business operations and in
their interaction with their stakeholders on a valary basis’

- employees

- environment

- community

Section A: CSR strategy

* What is the CSR policy?

* Which initiatives are taken for the community?

* Which initiatives are taken for the environment?

» Which initiatives are taken for the employees?

* How are (possible) CSR issues indentified?

» If there is an CSR issue indentified, how is it died?
* Who is initiating CSR activities?

* How is decided which initiatives are carried out?

Section B: CSR and stakeholders relation
(employees, shareholders, customers, suppliergrgment, non governmental organizations,
consultants)

* Which stakeholders are involved in the CSR decisiaking?

* How are the interests of stakeholders considere@amsion?

* How are the initiatives communicated towards tlagestolders?
» Do stakeholders try to influence decisions?

Section C: CSR and importance

* Isitimportant that CSR is aligned within orgartiaas?

» What kind of CSR do you think is most importanetggage in?

* Who should be responsible for social issues?

* What do you think about the CSR at the beauty coypa

* What place do you think CSR should take at the tysgampany?
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Annex 2: Mentions of CSR practices

Department or other source

Number
Centrimundq of

CSR practices EHS | Quality| Training| Communicatior) Engineering Planning| Purchasing Manufacturing Finance report citations
EHS management system 1 1 1 1 1 1 1 7
The best laws L 1 1 3
Raise standard of living of
women 1 1 1 1 1 1 1 1 8
Green Manufacturing Practices 1 1 1 1 1 5
Special Olympics 1 1 1 1 1 1 6
El sensor de la mujer 1 1 1 3
Child care centre 1 1 1 1 1 1 6
Training employees il 1 1 1 1 1 1 7
Training sales force 1 1 1 3
Raise standard of living family 1 1 1 3
Green packaging 1 1 1 1 4
Supply chain audits 1 1 2
Employment local community 1 1 2
Anti-corruption il 1
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