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ABSTRACT: This paper examines the social value creation of strategic CSR initiatives. A qualitative single-
case design is used by adopting the interpretivism approach. As per the findings strategic CSR improved skills
and abilities of stakeholders and result in changing their lives positively. Further, hopes and dreams are created
within the rural stakeholders and enhanced their entrepreneurial mind set. Social value creation is also
occurred from strategic CSR activities in the form of increasing income and expanding life options, improving
living conditions, restoring rights and duties, developing social capital and knowledge enhancement. Findings
are compatible with the stakeholder theory since social value creation occurred to a greater extent when the
organization builds a closer relationship with its stakeholders.
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l. INTRODUCTION
The contemporary management is strongly focused on the interrelationships between the business and the
society (Prahalad and Hammond, 2002; Prahalad, 2006, Porter and Kramer 2011). Particularly, the sustainable
competitive advantage of the business is relied on how it deals with the society and its dynamics. Therefore,
Corporate Social Responsibility (CSR) is emerged not as a management fad but it becomes the cornerstone of
future management and business strategy. Thus, CSR has been researched extensively in the academia as a
critical corporate phenomenon in business management. However, it has not been examined to explore how it
creates value for the society. Therefore, this paper intends to explore the social value creation of strategic CSR
activities. Particularly researcher examines how it contributes to the wellbeing of the society which has not been
explored from the CSR perspective. In creating value for the society, researcher view CSR as a strategic activity
and also incorporates the stakeholder theory approach.
The current outlook of CSR in the Sri Lankan corporate sector has been evolved dramatically. According to
Kelegama (2014) 40 companies collectively spend around Rs.4 billion annually on CSR through various
avenues. Moreover, the critical areas covered by existing CSR projects include environment protection,
awareness and prevention of health risks, capacity building, youth empowerment, and SME development etc.
These programs initiated by local Sri Lankan companies are important in the sense of creating social value
mainly in the rural areas. Moreover, the Ceylon Chamber of Commerce is in the view that sustainability has
become a business imperative for every Sri Lankan company irrespective of the size of the firm (Sunday Times,
December 07, 2014). Thus, the penetration of CSR as a corporate phenomenon is improved across the Sri
Lankan private sector. Another movement is some of the Sri Lankan entrepreneurs who are successful in their
businesses initiated foundations and initiatives targeting different social causes. Therefore, CSR is becoming an
important corporate phenomenon in Sri Lankan business organizations.
The theoretical and practical significance of this paper can be explained through several ways. Firstly, it
considers CSR as a socially constructed phenomenon, which has to be studied from the social perspective and it
goes beyond the organizational level analysis to stakeholder level. Secondly, the importance of CSR is
explained through a broader perspective rather than merely examining the CSR and financial performance of a
firm which has been researched extensively (Aguilera et al., 2007; Chand and Fraser, 2006; Margolis & Walsh,
2001; McWilliams and Siegel, 2001; Orlitzkyet al., 2003). Empirically this research is important because of the
use of multiple informants to collect data and due to the qualitative research design which will generate more in-
depth perspective on CSR practices of a Sri Lankan firm. Thirdly, even Sri Lanka is well-known for hospitality
and for unique culture associated with Buddhism; CSR is relatively unexplored field even the companies are
allocating a considerable amount of money on it.
The remainder of this paper is starting with reviewing the relevant literature on strategic CSR and social value
creation. Then, it is followed by the methodology of the study. Thereafter, the findings and the discussions are
presented. The final section concludes the paper.
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1. LITERATURE REVIEW

CSR as an area of research is surged during the last twenty years or so (Muller and Kolk, 2010; Smith, 2003).
Blowfield and Murray (2008) mentioned that this increasing emphasis made CSR the newest ‘old’ thing in
management research. The scholarly literature on CSR dates to at least 1950s, but still there is no consensus on
definition for CSR. Griffin (2000) mentioned that CSR is conceptualized by different scholars in different ways.
It can be expressed based on a collection of various terms including ‘corporate philanthropy, corporate
citizenship, business ethics, stake holding, community involvement, corporate responsibility, socially
responsible investment, sustainability, triple bottom line, corporate accountability and corporate social
performance’ (Silberhorn and Warren 2007, p.353). Bowen (1953, p. 6) as one of the pioneers defined CSR as
“It (SR) refers to the obligations of businessmen to pursue those policies, to make those decisions, or to follow
those lines of action which are desirable in terms of the objectives and values of our society.”Particularly,
Bowen was in the view that, social responsibility is not a solution for all the social problems a business
experience, but it will be a proper guide for business in the future. One of the mostly cited definitions on CSR is
provided by Carroll (1979, p. 500) as “The social responsibility of business encompasses the economic, legal,
ethical, and discretionary expectations that society has of organizations at a given point in time”.Particularly, it
is important for CSR to be expanded beyond philanthropic activities and should be strategic in nature. Strategic
CSR is all about relating CSR activities to the organization’s core business activities. Porter and Kramer (2011)
pointed out that strategic CSR should engage in social issues which are linked with firm’s interest and
operations. Specially, the idea of strategic CSR is to maintain an alignment of philanthropic activities with the
business goals which results in the reconciliation of social and economic benefits. Porter and Kramer (2006)
developed a three-tiered framework to incorporate social issues into the strategy of the organization. They
developed this as a guide for organizations to prioritize among stakeholders and the relevant social issues they
have to deal with. Accordingly there are three levels of interactions including generic social issues, value chain
social impacts and social dimensions of competitive context. The latter two options have a higher tendency to
create strategic CSR which can bring more social values.

Rispal and Bonler, (2010, p.114) defined social values as the relationship and the contribution to society as a
whole. Therefore, business organizations need to collaborate with society as the locus point of creating social
value. Dees (2001, p. 5) mentioned that social value creation is all about resolving social issues. Moreover,
Drayton (2002) also reiterated the same idea pointing out social value involves the resolution of social problems
(e.g. reduction of poverty). In order to conceptualize the social value, the study conducted by Portocarrero and
Delgado (2010) is really helpful. Based on 33 case studies in Latin America and Spain, they explained the
concept of social value produced by socially inclusive market based initiatives involving low income sector.
Accordingly, they defined the term social value as “the pursuit of societal betterment through the removal of
barriers that hinder social inclusion, the assistance to those temporarily weakened or lacking a voice, and the
mitigation of undesirable side effects of economic activity”. Therefore, in creating social value it is important to
link the organizational activities with the social issues. Portocarrero and Delgado (2010) mentioned that there
are four categories of social values: (1) Increasing income and expanding life options resulting from inclusion as
productive agents into market value chains, (2) Expanding access to goods and services that improve living
conditions, (3) Building political, economic, and environmental citizenship through restoring rights and duties,
and (4) Developing social capital through constructing networks and alliances. Particularly, stakeholder theory
can be identified to depict how the value creation happens from CSR. Wheeler et al. (2003, p. 16) contended
that “stakeholder theory is concerned with value creation on multiple fronts, with social justice, with stability,
and with the role of business in society”. Mainly the idea of stakeholder theory is that organizations are required
to develop relationships with its stakeholders by understanding their interests and responsibilities. Therefore,
this study is based on a predicted proposition of “Strategic CSR creates social value by developing relationships
with stakeholders”.

1. METHODOLOGY

This research is based on interpretivism approach since the researcher needs to directly deal with informants to
understand their insider perspective about CSR and their social value creation. Therefore, this study adopted a
qualitative embedded single-case study design as the methodology of the study (Yin, 2009). The case study
selected for this research is Lucky Lanka Milk Processing Company Limited which was started in 1991 as a
domestic business thanks to the excess milk of the household cow. The reason for selecting this organization is
the practice of strategic CSR activities based on its main business operations.

Researcher used both secondary and primary sources to collect the data. Secondary data is gathered mainly by
using documentary evidence through annual reports, internal management reports, newspaper articles, industry
journals, related documents from the internet and company web pages etc. Primary data is collected from
interviews and observations. Mainly, in-depth semi-structured interviews are used. This interview method is
useful in collecting detailed information from the respondents. Interviews are conducted with multiple

www.ijbmi.org 7| Page



Strategic Corporate Social Responsibility Creates Social Value In Local Sri Lankan Dairy Industry...

informants including both internal and external stakeholders of CSR programs in Lucky Lanka. Internal
stakeholders include Managing Director (MD)and Supply Chain Manager. External stakeholders include mainly
the beneficiaries of CSR programs including distribution agents, sales representatives, farmers, retailers and the
local community. Moreover, researcher used general interview guide approach in conducting interviews with
these stakeholders. All the stakeholders are selected based on purposive sampling since the researcher needs to
select knowledgeable and correct respondents for the study.

Researcher used several data analysis techniques. One of those is content analysis and in this case key issues are
identified within the case study. This is about generating categorical aggregation (open coding). The other
analysis technique is pattern matching. This is mainly about comparing empirical based pattern with the
predicted pattern. The predicted proposition of this study is developed based on the review of literature and that
is “Strategic CSR creates social value by developing relationships with stakeholders”.

V. FINDINGS AND DISCUSSION
Types of Social Values Created from CSR at Lucky Lanka
This section presents the kinds of social values developed from the strategic CSR activities in the organization.
These social values are taken several forms as discussed below. ‘Be the change’ television program of the
company is firstly considered to look at this social value creation from CSR activities. Accordingly, MD pointed
out his experience of ‘Be the change’ television program in the following excerpt (Key sections italicized).

Excerpt 1

Researcher: How ‘Be the change’ program important for business people?

MD: There are many businessmen who restarted their businessesafter watching this program which
were closed down in earlier

Researcher: Why do you provide advices for people through CSR programs?

MD: | do not believe in providing money and other things free-of-charge for the people, and it may

not solve the problem of poverty and also other social issues. What we have to do is to
enhance their abilities to get away with poverty.

According to this excerpt “restarting of closed businesses” can be seen as a way to improve living conditions
and income of the people. More importantly MD rejects “providing money” (i.e. pure philanthropy) to solve the
social problems like “poverty”. Instead, he is in the view that, it is important to “enhance abilities” which can be
seen as a sustainable solution for social problems. This same idea is provided by Lucky agent in Kandy
Chaminda as “I strongly believe that we do not need monetary support and instead we need new ideas and
guidelines regarding how to conduct the business successfully”. Thus the common argument is that
organizations need to invest in improving skills and competencies of stakeholders in order to create social value
rather than engaging in mere donations. The above idea of “enhancing abilities” was seen by a company retailer
Sunil (Madhuka stores, Rambukkana) in a different way mentioning that “Be the change program enables me to
get away from myths and put me in the right path”. This retailer’s idea reflected that their abilities are hidden by
myths and ‘Be the change’ program helped them to see the reality mainly in doing a business. Thus, the
avoidance from myths and sharpen the ability to see the reality can also be viewed as a way to create value for
the society.

Excerpt 2 points out values created for the agents and their sales representatives from the company’s CSR
programs and their involvement in the company (Key sections italicized).

Excerpt 2

Researcher: How did you change by attending the company’s positive thinking lectures?

Gamini: I and my sales staff always get the required motivation to do business through the

(Agent) programs of the company. | can get away from the fear to do the business by attending those
seminars.

Researcher: Even your office seems different?

Gamini: Yeah. Company always advises us to have our offices properly and | think this is the only

office a businessman has in our village. Even we can handle new technology since the
company wants us to use them.

As per the Gamini’s idea, “motivation” and “get away from fear” are critical for small scale business
community. These efforts influence on them to enhance the income and their living conditions. Moreover,
“having an own office” is important for a rural businessmen like Gamini to enhance the status and life options.
Further, “handling new technology” can advance their knowledge about the market place. In addition Gamini
mentioned that “many retailers have changed their way of doing business by attending to positive thinking
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lectures of Lucky. More importantly they learnt how to do the business in a more professional manner by
changing even the appearance of the person. Some have organized their shop well to provide a good service to
the customer”. This is also evidenced that stakeholders are adopting their learning by participating to company’s
CSR initiatives for improving the income and restoring duties.

The following interview excerpt shows how important the CSR programs to change the mindset of the people
(Key sections italicized).

Excerpt 3
Researcher: So your life changed after the positive thinking lectures?
Roshan; Yeah, I didn’t have a clear life expectation before joining the company. But these

lectures created an aim for my life. Frankly, | was just playing with my friends in the village
and my parents are also not educated enough to explain me the real life. So whatever, | learnt
is always in my mind and | share this story with some of my friends.

So what is their reaction?

Two of them joined after listening to me. But they didn’t continue the job.

(Sales person)

Researcher:
Roshan:

This excerpt shows that Roshan was able to develop an “aim for the life” and this will be important for a person
to explore his life options in the future. This is really important for a person like Roshan because his rural
surrounding deprive to become a successful person. Further, he was able to disseminate this idea to his friends
even they were not successful. When we look at the philosophy of ‘AthaHitha Lanka Foundation’ (one of the
CSR initiatives of the company) it is stated that people are being in poverty because most of them do not
recognize their real potential and lack of their will power is the basic on which this movement is put up
(Prospectus, 2014, p. 53). Thus the initiation of aims in the minds of people definitely can add value to their
lives.

All in all table I presents the concepts and categories emerged from the data with respect to social values created
from the organization’s CSR initiatives under the open coding.

Table 1 Open Coding for Social Values Created from CSR: Concepts and Categories

Data source Concepts Category
Interviews with | Understanding the right way to do business, purchasing | Increasing income and
agents and | physical assets to generate higher income (e.g. vehicles, | expanding life options
retailers lands), employing unutilized degree holders in the field of

agriculture, improving the status in the society, enhancing

entrepreneurship ability and spirit
Interviews with | Improving self-confidence, adopting positive attitudes, | Improving living
agents, sales | improving healthcare in the family, purchasing vehicles | conditions
people and | (motor bikes, three-wheelers, and cars), lessening work
retailers pressure, enhancing the reputation within the region (‘Lucky

Mahaththaya’) (Gentleman)
Interviews with | Undertaking right methods in businesses, taking care of | Restoring rights and
agents family matters duties
Interviews with | Developing relationships with agents and retailers, attachment | Developing social
sales people and | to the company, knowledge sharing between the parties in the | capital
agents company
Interviews with | Improving business and market knowledge, practice correct | Knowledge
farmers, retailers | working methods, developing skills of farmers, enhancement
and agents Improving education level of children in the family

Source: Researcher’s construction based on interviews with stakeholders

Social Value Creation Based on the Development of Relationships with Stakeholders

The relationship Lucky Company develops with its stakeholders generates value for the society. Therefore, the
evidence for this idea is presented in this section by highlighting the ideas of different stakeholders of the
company.

Prospectus (2014, p. 42) pointed out that “Collection of good quality milk is one of the major challenges that the
Company is facing and to overcome this situation Company is working with some farmer organizations very
closely and provide them necessary advice and guidance”. Specially, in a developing country like Sri Lanka it is
important to build up close relationships with the farmers due to their lack of technical knowledge and
professionalism. These relationships are important to add value to the rural community. The following excerpt
shows how important these relationships for farmers to add value to their lives (Key sections italicized).

Excerpt 4
Researcher: So you have a good relationship with the company?
Gunapala: Yeah, | supply milk to Lucky Company from seven years back
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(Farmer)

Researcher: Why do you think that the relationship with the company is important?

Gunapala: Company provides us technical knowledge and also they gave me a loan to buy two new cows.
I can earn around Rs. 25,000 per month by supplying milk to the company.

Researcher: How did you use that money?

Gunapala: | have two daughters and both of them are studying in universities. So this money is used

mainly for daughters’ education.

According to above excerpt it is clear that Gunapala is supplying milk to Lucky Company for seven years and
have a strong relationship as a farmer. As a result of this relationship he has gained technical knowledge and
financial support from the company. More importantly his two daughters’ university education is mainly depend
on this money earn from Lucky company. Thus Gunapala’s spending on his daughters’ education confirms the
social value creation of strategic CSR initiatives stemming from redefining the value chain activities in Lucky
Company.

MD at Lucky has also highlighted the importance of working collaboratively with social institutions in
undertaking CSR initiatives. Especially he told that “after starting the ‘positive minds club’ most of the
associations in the society and youth societies connected with us. | always tell them to change the focus and
objectives of their association in a positive manner. For example, the things that you discussed within your
society should only be the positives and refrain from discussing unnecessary things and stories. Therefore, a
large number of societies and associations are connected with us”. This reflects that the company is interested
in developing relationships with the society through its CSR activities. Moreover, this implies that stakeholders
can be socially gained through these initiatives.

Following is an excerpt of the company’s agent in Kandy which signifies the relationship that he had with the
company to improve his knowledge and skills to enhance the business operations (Key sections italicized).

Excerpt 5
Chaminda: I had a good relationship with the company and from the beginning |
(Agent) participated for positive thinking programs at Lucky. Particularly, the speeches of our MD

made changes in my business life and my self-confidence was enhanced to do the business. |
was able to face the challenges in my business life due to the guidance received in Lucky
programs. | came to this current successful position in my business since | learnt the art of
doing business through these programs. These programs created dreams in our mind about the
success and taught us the know-how of undertaking the business. Specially, those who have
listened and followed these programs achieved a highly successful position in their businesses.
Personally, | believe that these programs created a highly successful business with good
networks.

The above excerpt emphasized the knowledge enhancement within Chaminda’s business career. Particularly,
“self-confidence”, “change”, “dreams”, “know-how” and “networks” can be viewed as essential foundations to
become a successful entrepreneur in current businesses. So that, the close relationships cultivated through CSR
programs of Lucky Company enhance the entrepreneurial skills of their agents and this can be considered as a

new facet of generating value to the society.

V. CONCLUSIONS

The strategic CSR activities of Lucky Lanka create different types of social values for stakeholders. Improving
the people’s abilities is a main way to create social value for stakeholders. This is really important for creating a
sustainable social impact because it enables access to wider variety of skills in the society. In this case, the shift
from engaging in philanthropy to skills development makes a higher positive impact. The closest stakeholders of
the business including agents, sales representatives and retailers have been motivated due to their participation
in CSR programs which add value to their businesses and changed their lives positively. Moreover, CSR
programs shaped the lives of stakeholders by instilling hopes and dreams which were lacking in the people came
from remote areas of country where the myths about the life are prevalent. So that, these CSR initiatives
enhance the entrepreneurial mind-set of stakeholders to build up a strong business network for the organization.
Furthermore, social value creation occurred from CSR initiatives in the form of increasing income and
expanding life options, improving living conditions, restoring rights and duties, developing social capital and
knowledge enhancement.

More importantly the social value creation occurred to a greater extent when the company builds a closer
relationship with its stakeholders. Therefore, the findings are complied with the stakeholder theory approach and
it satisfies the proposition developed in the beginning of the study.
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These CSR initiatives of the company addressed many social issues available in the rural economy of Sri Lanka
including rural poverty, unemployment, and lack of skills. Therefore, it is important for relevant authorities to
take actions for continuously linking these social issues with the CSR programs of the local corporate sector. So
that, business organizations should shift to a deeper and value-based engagement with stakeholders in
undertaking CSR initiatives to create value for the society.
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