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Abstract
Corporate Social Responsibility (CSR) is very important topic in the present competitive
business environment. The aim of this exploratory study is to capture the current status of
Corporate Social Responsibility (CSR) awareness, commitment and practices level of tea
manufacturing companies in Sri Lanka and assessing the socioeconomic impact of company CSR
on employees and smallholders. The study provides an overview of company CSR practices as
well as of employee and smallholder experiences and perceptions of CSR practices of tea
manufacturing companies. The research study is based on Kandy district and three perspectives
factory owners, employees and smallholders were used in exploring the CSR level and its
socioeconomic impact. To achieve the research objectives tea manufacturing company’s CSR
practices are studied in three domains: CSR to employees, smallholders and environment. The
researcher used mixed method comprising both quantitative and qualitative elements. There is a
positive relationship between tea manufacturing company CSR level and the socioeconomic
condition of employee and the smallholders. When it consider about the overall situation,
current CSR practices of tea manufacturing companies have not made a positive impact on
socioeconomic development of employees and smallholders. Tea manufacturing companies
should consider CSR strategies that are in the interest of all stakeholders and relevant to the
business.
Key Words: Corporate Social Responsibility, Tea manufacturing companies, Small holders,
Employees, Socioeconomic Condition
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Introduction
Corporate Social Responsibility (CSR) is a notable topic within the present-day competitive
global business arena. CSR can be defined as commitment of business to contribute to
sustainable economic development - working with employees, their families, the local
community and society at large to improve the quality of life, in ways that are both good for
business and good for development (Foreign Investment Advisory Service, 2006). According to
Carroll CSR is economic, legal, ethical and philanthropic responsibilities imposed to companies
(1979, cited in Marjo Elisa Siltaoja, 2006). For a company to be socially responsible corporation
its behavior should entail (Placeholder3)all of these components.
“Companies need to answer to two aspects regarding their operations i.e. the quality of their
management and the nature of their impact on societies in various areas” (Baker, 2009). Inside as
well as outside stakeholders are interested in learning about the activities of a company.
Shareholders, customers, employees, suppliers, sub-contractors, and community etc. are usually
referred to as stakeholders of a company. They pay attention to what the companies do and what
they have actually done. This may be in terms of products or services, impact on the
environment, the operations in the market or in local communities, or among employees. The
companies engage in CSR activities because they can have some kind of business benefits such
as a good reputation, customer loyalty etc. good business policy with an ethical reference has
more influence on reputation of the organization (Siltaoja, 2006). According to the European
Commission, CSR is defined as the voluntarily contribution of companies for a better society and
a cleaner environment (European Commission, 2001 cited in Mummullage, 2010). It addresses
complex issues such as “environmental protection, human resources management, health and
safety at work, relations with local communities, relations with suppliers and consumers”
(Branco, 2007:5).
In any country, the business sector plays an important role. The economic growth of a country
can be sustained by the expansion of manufacturing sector. When it considers about the Sri
Lankan manufacturing sector tea sector plays a vital role. Tea is second highest foreign exchange
source in Sri Lanka. In 2010 Highest foreign exchange has been generated by Textiles and
Garments sector, it is about $ 3,504.1 million. It has generated $1,375.4 million by tea export.
Tea export is the main export item in Sir Lanka in the aspect of net exports (Sri Lanka central
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bank report 2010). In this perspective, we should study how to achieve sustainability of the tea
manufacturing companies.
At present, most of Sri Lankan organizations are seeking to conform to CSR practices since
stakeholders and other relevant parties often want to know about a firm’s social responsibility.
As companies are responsible for their actions with regards to both socio-economic and
environmental consequences, therefore they should consider socio-economic and environmental
impacts to be a part of their responsibility while at the same time generating profit.

Literature Review
The concept of corporate social responsibility (CSR) has a long and varied history (Carroll,
1999: 268). Corporate social responsibility (CSR) has been debated and practiced in one form or
another for more than 4,000 years (Wayne Visser, 2010). “The ancient Vedic and Sutra texts of
Hinduism and the Jatakas of Buddhism include ethical admonitions on usury (the charging of
excessive interest) and Islam has long advocated Zakat, or a wealth tax”(Wayne Visser, 2010).
According to Wayne Visser (2010) the concept of CSR is not a contemporary business concept it
is the way of life and CSR concept has been emerged religious backgrounds. Sri Lanka has a
long history of corporate philanthropy. Charitable activities are performed by the business
communities to support various needs of the society is not a new concept in Sri Lanka
(Ariyabandu & Hulangamuwa, 2002).
The study of “Corporate Social Responsibility Practices of Sri Lankan Private Sector” is An
Exploratory Study by Rathnasiri (2003).According to this study CSR is still a novel concept to
many organizations, employees and to civil activists in Sri Lanka.The researcher (Rathnasiri,
2003) has found that in Sri Lankan private companies there is little evidence of examples of
internal CSR policies like Better working conditions for employees, gender equality, equal
opportunities, waste treatment, truth in advertising, preserving immediate environment, and
ethical dealings. “The social dimension of business practices has gained much prominence with
the emergence of the human rights movement, environmentalism and gender equality issues etc”
(Rathnasiri, 2003).
Mummullage (2010) conducted a study with the title of“socio-economic impacts of corporate
social responsibility practices in Sri Lankan domestic manufacturing companies” and this
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empirical investigationis based on a case study of Harischandra Mills PLC CSR
practices.According to the study of Mummullage (2010) top management has good awareness
about CSR and mid level management, lower level employees and society people do not have an
adequate awareness on this matter.Both above studies have highlighted that Sri Lankan
companies are more concerned about philanthropic CSR activities. The researcher has
generalized that private sector CSR practices are not in adequate level to made positive impact
on socio economic condition of employees and society.
Sanne van der Wal (2008) conducted his research study for the organization of “Stichting
Onderzoek Multinationale Ondernemingen” (SOMO) Centre for Research on Multinational
Corporations.According to the findings of SOMO implementation of Corporate Social
Responsibility (CSR) has not received as much attention. Social, economic and environmental
issues are, however, now emerging as focal points for the tea industry.Further this study
mentions that CSR is still rather underdeveloped at the national level. SOMO (2008) highlights
that in Sri Lanka the awareness level of stakeholders on key benefits of adoption of CSR
strategies is low and there has also been an increase in their developmental activities in the
communities; particularly in the area of philanthropy.The study indicates that working conditions
for pickers are often poor, with low wages, low job and income security, discrimination along
ethnic and gender lines, lack of protective gear and inadequate basic facilities such as housing
and sometimes even drinking water and food.
Oldenziel (2006) conducted a study relating to CSR practices in tea plantation with the title of
“Sustainabilitea, The Dutch Tea Market and Corporate SocialResponsibility.” This research
report has been published by the SOMO – Centre for research on Multinational
Corporations.Same as the findings of Sanne van der Wal (2008), Joris Oldenziel (2006) also
mentions that the condition of labors in tea plantation is very poor.Further he has found that tea
plantation workers are still discriminated against because of this historical context. “For
example, in Sri Lanka, the vast majority of tea estate workers are “Tea Tamils” who is isolated
even within their own community as the indigenous Sri Lanka Tamils consider them to be
second class citizens” (Oldenziel, 2006).
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Research Methodology
The research of Institute of social development (2008) has assessed the CSR practices of tea
plantation companies based on case studies of plantation companies. This study is fully relevant
to Sri Lankan context and it has not considered about the stakeholder perspective regarding
companies CSR practices. The research studies of Joris Oldenziel (2006) and Sanne van der Wal
(2008) have focused on CSR practices of main tea producing countries. Sri Lankan tea plantation
industry also has been concerned by the researchers. These researches have more concentrated to
find critical issues in tea producing countries relating to tea industry which CSR should be
addressed.
According to above literature regarding to Sri Lankan tea plantation, researchers haven’t
considered about the perspective of most important stakeholders. Base on the literature,
consideration about the perspective of employees and small holders regarding socio-economic
impact of CSR practices of tea manufacturing companies can be identified as the research gap of
current research study.
The following research questions will be addressed through the research study.
1.

What kind of CSR practices are performed by tea manufacturing companies?

2.

Why they have engaged in CSR practices?

3.

What are the perceptions of the owners, small holders and the employees regarding CSR

activities/practices?
The main objective of the study is to explore the socio-economic impacts of CSR activities in a
Sri Lankan tea manufacturing company. The study is based on CSR practices of five tea
manufacturing companies operate in Kandy district. In addition to the main objective, the subobjectives are,
1.

To determine the level of CSR practices in tea manufacturing companies.

2.

To analyze the perceptions of the different stakeholders regarding the company’s CSR

activities. ( perception of employees, small holders and owners)
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3.

To make suggestions to improve CSR practices of tea manufacturing companies.

In the current research study, the researcher has chosen to make use of both quantitative and
qualitative elements. The main objectives of this study is to scrutinize the socioeconomic impacts
of CSR practices employed by the Sri Lankan tea manufacturing companies base on Kandy
district. By using the conceptual framework that is based on the literature, the researcher concern
perspectives of main stake holders like factory owners, smallholders and employees about the
CSR practices and socioeconomic impacts. The study is primarily concerned with gaining and
understanding of people’s perception.
This research regards the socio economic impact of CSR practices of tea manufacturing
company in Sri Lanka aims at exploring and obtaining an understanding of involvement of tea
manufacturing companies in CSR activities and assesses the impact of CSR activities of Tea
manufacturing companies on socio economic development of its main stakeholders. According
to the literature CSR activities have been defined under various domains. In the current research
study it assesses tea manufacturing companies CSR in three aspects. They are,


CSR towards employees



CSR towards smallholders



CSR regarding environment

Company CSR practices
regarding,
 Employees
 Smallholders
 Environment

Socio-economic impact of
CSR activities

Figure 01: Conceptual framework
Source: Author

This diagram seeks to illustrate the CSR practices of tea manufacturing companies on various
domains will affect the socio economic development of employees and small holders. Current
research study, CSR status of tea manufacturing companies has been captured from three
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Perspectives: Owners, smallholders and employee perspectives. The Researchers expectation is
to get these three perspectives are, identify the CSR practices and CSR level of tea
manufacturing companies from perspective of owners and get the perspective of smallholders
and employees to assess the socio economic impact of CSR practices of companies.
The Conceptual framework presented above will be used to develop the testable hypothesis for
the study. The basis of the hypothesis is that the level of CSR practices of Tea manufacturing
companies will be reflected the social and economic condition. To test these ideas and thoughts
following three hypotheses are developed by making relationships between company CSR level
and its impact on Socioeconomic condition.
H1: Company CSR level for employees will impact on socioeconomic condition of employees.
H2: Company CSR level for smallholders will impact on socioeconomic condition of
smallholders
H3: Company overall CSR level will impact overall socioeconomic condition.
In the current research study the perspective of three main stakeholders to be concerned
according to the conceptual framework of the research. This study is based on 5 tea
manufacturing companies, 70 employees and 70 smallholders. Therefore for this study the
sample size is 145 respondents.
Data on corporate social responsibility and its impact were collected from primary sources and
minimum secondary data ware used for the achievement of research objectives. Three set of
questionnaires are used to gather data and qualitative judgments have been made. Other than
interview researcher used field observations to gather some important information for the
analysis.
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Findings
Owner’s Perspective of CSR Practices
Vision and Mission Statement
Almost 80% of factory owner responded that they have mission and vision statements. In
general, most of the firms in the sample do not seem to have mentioned in their mission
statements commitment toward key stakeholders such as employees, smallholders and
environment. In addition, areas of corporate responsibility are not reflected in these statements.
CSR Awareness among Factory Owners
According to the sample data 80% of the owners agreed that they are aware about the concept of
CSR. But the thing is the most common understanding of CSR relates to sponsorships of
community activities, contribute to philanthropic activities, helping to poor people, support for
children’s educations and donations to good causes. Though they have heard about the concept
they have very narrow understanding about the CSR.
Recording of CSR
All the company owners agreed that they are keep records about their CSR activities and 80% of
them agreed that they publish in annual employee welfare meetings and smallholder welfare
meetings. They believe that through publishing about company CSR activities it can improve the
moral, loyalty, and the society perception about the firm. According to their idea it is proved that
the main reason for them to engage in CSR activities to receive future benefits.
Human Resource Policies
Majority of tea manufacturing (80%) companies do not have human resource strategy, No any
company has assign employee to handle human resource maters, but almost all of them agreed
that they have allocate resource for human resource management. 20% of respondent agreed that
they set targets to achieve under their human resource policy. According to above data it is
proved that human resource policy implementations in tea manufacturing sector is very poor.
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Employee Income
All the respondent strongly agreed that they are comply with the minimum wage rate and
employees are paid a higher salary than minimum wage rate. Almost 60% of respondent agreed
moderately for the practice of always trying to give a higher salary for employees and other 40%
answered “agree” for this question. Approximately its mean value 3.4 and this confirmed that
company commitment to increase employee salary is in moderate level. Almost all the factory
owners responded that they are not formally conduct a cost of living survey; all of them
answered “Disagree” with this question. But the only 2 factory owners agreed that they get
feedback from employees regarding company practices. A Rathnasiri (2003) state that in Sri
Lankan private sector is very poorly practice cost of living survey for setting salary rate for its
employees. According to his findings only 18% of firms conduct cost of living surveys. In the
sample tea manufacturing companies practices regarding annual increments and bonus are in
moderate level and it is confirmed by the mean value of 3.4 for that practice. When it consider
about the overall level of tea manufacturing company’s practices, it is in a moderate level
because the overall mean value of company practices regarding employee’s income is about
approximately 3.4
Workers Rights
A core area of CSR is the role and rights of workers (Saji M Kadavil, 2005). According to the
broader definitions of CSR workers rights play a vital role. All the factory owners strongly
agreed that they are complying with labor laws and they have policies to protect workers’ rights.
But only 40% of them had good knowledge about labor law are practiced in Sri Lanka.
Workers Health, Housing and Sanitary
Healthy work force is very important for an organization because healthy worker can work
effectively and gain more contribution to the organization. The Medical Wants (Health)
Ordinance of 1912, amended in 1967 and 1974 lays down the rules for medical wants of the
estate workers. It also lays down the rules for standard sanitary conditions in the tea estates.
Almost only 40% of respondent agreed that they have separate dispensary with good facilities
and other state employees take their medical facilities from provincial hospitals near to the state.
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In the study of institute of social development (2008) states that medical facilities in health sector
is not sufficient for the population live in states.
CSR for Small Holders
According to report of FIAS (2006) tea smallholders and the employees (labors) are very
important stakeholders of the tea value chain.Other than only 20% of respondent all others
responded negatively that they haven’t policy to respecting the rights and needs of the
smallholders. If the companies do not give chance to smallholders to say their ideas and their
requirements it can’t expect optimistic level of CSR practices from tea manufacturing companies
toward smallholders.
Income of Smallholders
Majority of the smallholders of the sample main source of monthly income is the income they
receive by selling raw tea leaves. Majority of owners’ (60%) answered with the answer of
“agree” and others moderately agreed that they use a reasonable price formula to decide the price
they offer for smallholders’ raw tea leave kilo gram. But only one responder explained clearly
the way they decide the price. Almost 60% of owners moderately agree that smallholders receive
a higher price always but they mentioned when the season of high tea crop the price is
discriminated by checking the quality.
Majority of owners (60%) moderately agreed that there are no big price variations and some of
them mentioned that in past 5 years price of made tea in international market fluctuated
significantly with the international crisis. But they mentioned that now there is stable price in
international market and all of the respondents are not satisfy with the international price. Almost
60% of owners moderately agreed for the question of “You believe that the price is enough for
them to cover their production cost”, same amount of respondent responded moderately that
smallholders can receive advance any time and only one owner agreed that they have a policy to
repay their transportation cost by adding to the price of the raw tea leaves.
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Other Supports for Smallholders(Extension Services)
All the tea manufacturing company owners agreed that they are doing favors to smallholders in
different way. Almost 60% of owners responded that they are not doing training and
development workshops and 40% of them moderately agreed that they are doing workshops with
the collaborations of agro business companies and tea board. All the tea factories have a
smallholder welfare organization and 40% of owners responded that they have strong and active
welfare organization. The mean value of 4.2 confirmed that the tea manufacturing companies
this practice is in a satisfactory level. Almost 60% responded answered with answers of
“strongly agree” and “Agree” that they support to smallholders to purchase fertilizer at low price.
They agreed that smallholders can purchase fertilizer from their factories with enjoying the
government fertilizer relief and they mentioned that because of this support smallholders can
save higher amount of transportation cost. All of them moderately agreed that they are support to
education and health of smallholder families and they agreed that they don’t have any establish
program for health and education. 60% of them mentioned that they give scholarships to
university students. Majority of respondent (80%) disagreed for Small holders receive financial
subsidies for natural disasters.40% of them mentioned that they hope to start such kind of
program through smallholder welfare organization. There is a need for such kind of CSR of tea
manufacturing companies because most of the smallholders are totally depend on the income
they receive by selling raw tea leaves.
CSR for Environment
A greater commitment to CSR has been one solution to mitigate some of negative social and
environmental impacts of companies. “Although the future of CSR faces many challenges ahead,
already there is a promising suggestion that CSR is a step towards sustainable development”
(Vongsuksiri, 2007:6). “Sustainable development is a political concept for human social,
economic and environmental progress” (Brundtland, 2004:3). “The tea plantation sector’s
environmental footprint is considerable” (Sanne van der Wal, 2008). Tea plantation is more deal
with environment therefore tea manufacturing company’s practices regarding environment
protection and minimum resource consumption and waste very important for the sustainable
development of the sector.
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Conservation of Natural Environment
The tea manufacturing companies’ continuous commitment to protect environment is in an
acceptable level according to their answers for the structured questionnaire. But when questioned
only one owner could explain their environment policy clearly covering all the areas. All the
owners’ moderately agreed that they are allocating adequate resources to protect and keep
cleanly environment. None of the observed tea factory has received ISO 14000 environment
certificate.
Majority of owners (60%) agree that they have company policy towards disposal and reduction
of toxic materials. Only two owners said that they return empty chemical bottle to their suppliers.
When it consider about the company’s overall practices level regarding environment protection
is in an acceptable level in the perspective of owners.
Resource Consumption and Minimum Waste Practices
The commonly used definition of sustainable development emphasizes ethics and environmental
protection as the ability of the current generation to meet its needs without compromising the
ability of future generations to meet their needs (Brundtland, 2004).To achieve sustainable
development it should consider about resource consumption and minimum waste. None of the
respondent strongly disagrees for any statement and almost 60% answered with the answer of
“agree” that they have efficient policy on preventing and minimizing waste. They mentioned that
in the tea manufacturing process there is some amount of waste and no any harm for
environment because it is natural thing. They mentioned that to maintain the quality of made tea
they have to bare some waste, Further they said that in the production process very matured tea
leaves and less quality tea leaves are removed as waste. Almost 80% of respondent answered
with the answers of “strongly agree” and “agree” that they have efficient practices to
preservation of water resources. As a CSR practice all the businesses should give a more
attention regarding water resources because the survival of the lives on the earth is depend on the
water. Today most of the countries in the world (Human Development report, 2010) suffer from
drinking water problems and even in some areas in Sri Lanka suffer from this matter.
All the respondent responded agree that they have efficient disposal methods for spoiled water.
Through observation researcher could see that majority of the tea manufacturing companies have
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an acceptable level of disposal methods for spoiled water. Almost 60% of the owners moderately
agreed that they train employees to minimize waste and environment protection.Tea
manufacturing companies overall commitment for minimumresource consumption and waste is
in moderate level and it is confirmed by the mean value of 3.4.
Up to now it is discussed about the tea manufacturing companies CSR practices regarding
employees, smallholders and environment in the perspective of owners. According to their
responds some of the practices are in satisfactory level, some of them are not in an acceptable
level and should be improved. There is a need for consider the perspectives of employees and
smallholders regarding CSR practices of tea manufacturing companies to assess the socio
economic impact of CSR practices.
Employee’s Perspective about CSR Practices
The employee perspective on Corporate Social Responsibility was captured by a study
questionnaire circulated among a sample of employees from the tea manufacturing companies.
Apart from the responses to the questionnaires, responses to unstructured interviews were also
analyzed. Almost 60% of interviewed people are female and 71% of people are married and
some of them are widowed. Majority of employees in tea factories are aged people (35-64) and
there were only limited young people, most of them are office workers. Most of the employees
(72) of the sample are live in line rooms of the tea estates and others (including office workers)
are come from villages and urban areas.
Employee Perspective about Their Income
A downward pressure on the price paid for tea as well as on daily wages causes poverty and
great distress among hundreds of thousands of people whose livelihood depends wholly on the
tea sector (Oldenziel, 2006). Lower prices for tea are passed on to a country’s less advantaged
social groups in the form of lower wages combined with high inflation. (Oldenziel,
2006).According to research findings almost 60% of employees have answered with “disagree”
and strongly disagree” for the statement of company has reasonable wage policy. Their
perspective about company’s wage policy is not in good position it is confirmed by the 2.17
mean value and according to their response they have not perceived a good economic impact
from the company wage policy. Most of the employees said that their salary is not enough for
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living because today price levels of the consumer goods are very high. Almost 49% of
employees are strongly dissatisfied with their compensation package provide by the company.
Institute of social development (2008) states, wages paid at present are reasonable and
affordable, as far as workers are concerned. It is advisable to always compare the wage against
the cost of living index, in the future as well.
Employee’s Perspective about Their Rights
As an employee of any organization they have some right passed by some lows and international
organizations. To become good corporate citizen employers should protect the employee’s rights
as a part of their common CSR agenda. According to the ILO (international labor organization)
core labor rights are freedom from forced labor, no child labor, freedom of association and right
to collective bargaining, freedom from discrimination (Oldenziel, 2006). Almost 69% of
employees answered with the answers of “disagree” and “strongly disagree” for the statement of
management don’t violate rules and regulations. It confirmed that most of the employees have
not experienced good rules and regulations practices of management and employees are not
satisfied with company practices. Almost 49% employees strongly disagreed and 29% disagree
that no any discrimination pertaining to gender, political opinion, nationality or social origin,
they mentioned that they have experienced discrimination in the work place as well as in the
society. According to these figures tea manufacturing companies’ practices and policies has not
been made a positive impact of social development of employees.
Housing, Sanitary and Health Practices in the Perspective of Employees
As a human been housing, sanitary and health facilities are considered as primary needs for
acceptable level of living stand. None of the respondent strongly agrees for any statement
regarding housing and sanitary facilities. Almost 53% of employees moderately agreed that
companies conduct effective health clinic program and they have perceived a moderate level
impact from companies’ health and safety practices. Same as 49% of employees moderately
agreed that they are satisfied with health facilities provided by the factory. When it consider
about the overall situation companies health and safety practices have not made a good impact
for social and economic development according to employees perspective. It confirmed by the
low mean value of 2.23.
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Researcher of the current research made informal discussion with state dispensary doctors and
following discussion is based on their ideas about employee’s health condition and observations.
This is very important as there are many shortcomings, weaknesses and disabilities among the
estate workers. The main weaknesses are low hemoglobin (anaemia) due to lack of proteins and
minerals, and not getting proper treatment for worms. As a result workers get weak and lethargic
to work and are easily prone to various sicknesses, out-turn will also be less, if it is a female, this
will badly affect their fertility, and children. Doctors mentioned malnutrition is also very
common especially among children. Poor health conditions and less education among woman are
the main reason to have a high still-birth rate and low life span among the workers. In Indonesia,
Sri Lanka and Malawi, protective clothing such as masks to protect oneself from inhaling
pesticides when applying these chemicals, are often not provided or used (Sanne van der Wal,
2008). Further he mentions that workers in Sri Lanka report severe respiratory as well as skin
problems due to such unprotected application.
Almost 57% of employees strongly disagreed that they have clean and safety living environment
and similarly 60% of respondent strongly disagreed that they have good housing and sanitary
facilities. Almost 80% of employees have no good satisfaction about their housing and sanitary
facilities.
I was born in this line houses and now I am 40 years old but still I don’t have at least 1 square
feet of land. I am citizen in this country and I contribute to generate more income to this country.
Salary I earn through this employment is not enough to by a land or build a house, I don’t know,
who is the responsible party for this problem
Almost all the employees agreed that children of the employee families get the benefit of day
care center and majority of employees’ appreciate that service of the tea manufacturing
company. This service makes a good impact for the social and economic development. Women
can continue their job after maternity leaves because they don’t want to wary about the security
of their kids. According to Saji M Kadavil (2005) providing child care services to employee
families it gain benefits to the company not on only for the mothers and kids.
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When it consider about the overall situation tea plantation company’s CSR regarding employees
income, housing and sanitary, and health are not in satisfactory level, have not been made a good
impact and should be improved.
Employee’s Perspective about Environment Practices
Environment practices are considerable factor when the company’s CSR activities are analyzed.
The company has a key role to play in identifying and implementing remedial actions to cover
the negative implications of their operations. Almost 50% of employees responded that
companies do not always concerned about environment, approximately 60% of the employees
are not satisfied with the company environment practices and only 8% of employees agree with
that, most of them are office employees. Only 44% of employees moderately agree that “No
impact from application of pesticides and chemicals to environment and society”. Others did not
agree. And others mentioned that application of pesticides and chemicals directly badly impact
on health condition of employees and the people live in surrounding. Only 20% of employees
agree that company encourage them for environment conservation but majority of employees did
not agree. According to the observation researcher also could see tea manufacturing companies
have acceptable level disposal method of spoiled water. When consider about overall response it
could see employees have not perceived good environment practices of tea manufacturing
companies.
Satisfaction of Employees about CSR
According to the respond of employees only 10% of emploees responded that they are satisfiy
with the company CSR practices but most of them are office employees. Almost 42% of
emplooyees have moderate satisfaction about company CSR practicces. But more than that
amount employees (48%) are dissatisfied and strongly dissatisfied with the company CSR
regarding employees. This situation give a signal that tea manufacturing companies CSR towards
employees have not made a good impact for social and economic development of
employees.Therefore tea manufacturing company management should rethink about their
policies and practices regarding employees. “The socio-economic conditions of the plantation
workers and the surrounding Communities are poor” (Sanne van der Wal, 2008).
Smallholder’s Perspective about CSR Practices
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According to report of FIAS (2006) tea smallholders are very important stakeholders of the tea
value chain. Main purpose of the part is to analyze the perspective of smallholders regarding tea
manufacturing company’s CSR towards smallholders and the environment.Almost 79% of the
respondents are full time smallholders and they are not doing any other job having a small tea
holder. Others agreed that they have a job, they have engaged with cultivation of tea while doing
their job. It indecates that smallholders family consumption is fully depend on the price offer by
the tea factory of the raw tea leaves, therefore tea manufacturing companies CSR Regarding
smallholder’s income is very important to analys in the perspective of smallholders.
Smallholder’s Perspective about Their Income
Smallholders are mostly price takers (Sanne van der Wal, 2008). Therefore they have to sell their
raw tea leave production to factories for the determined price by the tea factor. Almost 60% of
smallholders responded that company does not pay reasonable price for tea leaves. Only 11% of
had a positive respond and they agreed that company pay reasonable price for raw tea leaves.
This kind of respond of smallholders indicates that tea manufacturing companies pricing
practices have not been made a good impact on smallholders. Almost 69% of respondents
moderately agreed and 14% of them strongly disagreed for the statement of “price is enough you
to cover production cost”. Most of the smallholders mentioned that they have to bear a higher
cost for higher labors. 43% of smallholders disagreed and 40% of them moderately agreed with
the statement of “no big price variations”. It indicates that the companies have not taken effective
action to minimize price variations under company raw tea leave pricing practices. Only 43% of
them moderately agreed that they are satisfied with overall income from selling tea leaves. When
it considers about overall perspective of smallholders it is in “disagree” level, it is confirmed by
the overall mean value of 2.11. This indicates that tea manufacturing companies CSR regarding
smallholder’s income have not made a positive impact for the social and economic development.
Smallholder’s Perspective about Other Services
“Another important issue is the lack of extension services” (Sanne van der Wal, 2008). Almost
57% of the respondent Disagreed and strongly disagreed that they are not receiving the support
of training and development program to improve their knowledge. Only 43% of smallholders
moderately agreed. “It was observed that as a result of low prices and a lack of proper training
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and awareness on the part the cultivators they fail to maintain their gardens properly” (Sanne van
der Wal, 2008). Majority of smallholders answered (57%) “Agree” for the statement of “you are
receiving valued benefit of formed welfare organization”. Tea manufacturing company’s welfare
activities have been made a moderate level of impact and it confirmed by the 3.57 mean value.
Majority of smallholders (58%) strongly agreed that tea manufacturing company’s support to
purchase fertilizer at a low cost. They responded that because of company this support they can
save some money. Otherwise they have to spend for transportation cost. Only 11% of
smallholders agree that they are satisfied with company overall extension services but majority
of them are not satisfy because majority of them (57%) disagreed for the question as well as 2.5
mean value also indicate that lower level satisfaction among smallholders.
Smallholder’s Perspective about Environment Practices
An important element of management strategy is managing how stakeholders view a company’s
impact on the natural environment (Chatterji, 2007). None of the responder strongly agrees for
any statement regarding company environment practices. Almost 57% of smallholders responded
that there is no positive impact of company environment practices by expressing the answer of
“disagree” and 36% of them strongly disagreed with the statement. This indicates that
smallholders have not perceived a positive impact from company environment conservation
practices. Almost 86% of the smallholders are not satisfied with the company environment
practices and only 14% of smallholders moderately agreed that they are satisfied with the
company practices. When consider about overall response of smallholders it could see they have
not perceived good environment practices of tea manufacturing companies because most of the
smallholders answers lie between moderate, disagree and strongly disagree.
According to the respond of smallholders only 12% of them responded that company overall
CSR practices are “good”. But no any smallholders has felt that company CSR practices are
“very good”. Almost 54% of smallholders expressed that Tea manufacturing company’s CSR are
moderatly good. 17% of smallholders have felt that company CSR practices are poor and others
mentioned that company CSR practices are very poor. This situation give a signal that tea
manufacturing companies CSR towards smallholders have not made a good impact for social and
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economic development of smallholders. Because majority of the smallholders have not felt that
CSR of company is good are very good.
Hypotheses Testing
Table 01: Pearson’s correlations for hypothesis testing
The level of impact

The level of

The level of

on socio economic

impact on socio

impact on overall

condition of

economic

socio economic

employees (H1)

condition of

condition

smallholders (H2)
(H3)
Pearson Correlation

.885(*)

.924(*)

.896(*)

Sig. (2-tailed)

.046

.025

.040

N

70

70

145

Correlation is significant at the 0.05 level (2-tailed).
Source: Primary

H1: Company CSR level for employees will impact on socioeconomic condition of employees.
According to the results of Pearson’s correlation analysis for H1 were presented in Table 6.1
below correlation is significant at the 0.05 level (2-tailed). Therefore there is a positive
relationship between Company CSR level for employees and the socioeconomic condition of
employees. This means when company increase CSR level for employees, it leads to improve the
socioeconomic condition of employees. It can conclude that Company CSR level for employees
will impact on socioeconomic condition of employees, H1 is supportive.
H2: Company CSR level for smallholders will impact on socioeconomic condition of
smallholders
According to the presented results (see table6.1) of Pearson’s correlation analysis for H2,
correlation is significant at the 0.05 level (2-tailed). Therefore there is a positive relationship
between company CSR level for smallholders and the socioeconomic condition of smallholders.
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This means when company increase CSR level for smallholders, it leads to improve the
socioeconomic condition of smallholders. It can conclude that company CSR level for
smallholders will impact on socioeconomic condition of smallholders, H2 is supportive.
H3: Company overall CSR level will impact overall socioeconomic condition.
According to the results of Pearson’s correlation analysis for H3 were presented in Table 6.1
below, correlation is significant at the 0.05 level (2-tailed). Therefore there is a positive
relationship between company overall CSR level and the socioeconomic condition. This means
when company improves the CSR practices for employees, smallholders and the environment; it
leads to enhance the socioeconomic condition. It can conclude that company overall CSR level
will impact overall socioeconomic condition, H3 is supportive.

Conclusion
This study attempted to investigate the CSR status of Sri Lankan tea manufacturing companies
and its impact on socioeconomic condition of employees and tea smallholders. According to the
tested hypotheses all the three hypotheses are supportive and it indicates that there is a positive
relationship between tea manufacturing company CSR level and the socioeconomic condition of
the employees and tea smallholders.
CSR for Employees
Tea manufacturing company CSR practices towered employees will make a positive impact on
socioeconomic condition of employees. The impacts of CSR on the employees are significant
because it leads to their productivity; improve their moral and positive perception about the
company. In the current research study it assessed the tea manufacturing companies CSR
practices regarding its employees under three domain; Employee income, workers rights, and
health, housing and sanitary. When it consider about the overall level of tea manufacturing
company’s practices regarding employee’s income, it is in a moderate level. However, from the
perspective of employee’s policies and practices regarding employee’s income have not been
positively impact on employee’s social and economic development.
When it considers about overall level of policies and practices regarding workers right, it is in a
satisfactory level. But it should consider about employee perspective to assess the real impact of
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company policies and practices regarding this matter. Most of the employees have not perceived
a positive impact of practices regarding transparent decision making and communication.
Employees have not perceived good level of practices and according to their respond companies
practices are poor. Therefore there is a need for revised and improve the practices regarding
workers rights of tea manufacturing companies.
Healthy work force is very important for an organization because healthy worker can work
effectively and gain more contribution to the organization. Most of the companies do not have
separate dispensary with good facilities. Overall practices of tea manufacturing companies’
regarding health and housing practices towards employees are in moderate level. Overall impact
of company’s practices regarding employees housing, sanitary and health are poor in the
perspective of employees. Therefore companies should enhance the practices and improve the
quality of the practices and policies regarding this matter.
CSR for Smallholders
Tea manufacturing company CSR practices towered smallholders will make a positive impact on
socioeconomic condition of smallholders. The impacts of CSR on the smallholders are
significant because it leads to improve their moral, loyalty and positive perception about the
company. In the current research study it assessed the tea manufacturing companies CSR
practices regarding its smallholders under two domain; smallholders income, Other support
(extended services).
Most of the companies haven’t got a policy to respecting the rights and needs of the
smallholders. Majority of the smallholders depend on the monthly income they receive by selling
raw tea leaves. Tea manufacturing companies overall practices level regarding smallholder’s
income is in a moderate level. Tea manufacturing companies CSR regarding smallholder’s
income have not made a positive impact for the social and economic development of
smallholders. Therefore tea manufacturing companies should improve the practices and policies
regarding smallholder’s income.
All the tea manufacturing company owners agreed that they are doing favors to smallholders in
different way. Most of the smallholders have not perceived a positive impact of companies
training and development program to improve their knowledge. Tea manufacturing company’s
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welfare activities have been made a moderate level of impact on smallholders. Most of the
smallholders are not satisfied with company overall extension services but majority of them are
not satisfy. Therefore tea manufacturing companies should restructure and improve the extension
services regarding smallholders.
CSR for Environment
All the factory owners agreed that they have policy to environment protection. But when
questioned only one owner could explain their environment policy clearly covering all the areas.
None of the observed tea factory has received ISO 14000 environment certificate. When consider
about overall response it could see employees have not perceived good environment practices of
tea manufacturing companies in the perspective of employees.
Resource allocation for environmental protection and upgrading is not at a satisfactory level.
Companies are in the initial stage of understanding the CSR agenda related to environmental
protection and resource allocation.
The implementation of CSR practices can help the companies to achieve their organizational
goals. The strong commitment of the company to CSR raises the public’s perception of CSR
activities. It is important for these activities to be addressed socio-economic issues and
distributed the benefits equally to the community. Otherwise, there may be a negative impact on
the company’s reputation and image.
Recommendations to the Tea Manufacturing Companies
Tea plantation company management should improve their awareness about sustainable
development, business ethics, human rights,labor rights and labor laws, human resource
management, and corporate governance practices and adopt with good level of practices
regarding these matters. Tea manufacturing companies should improve the policies and practices
regarding employee’s income to make a positive impact on socioeconomic condition of
employees. Companies are recommended to start projects with the collaboration with the
government and NGO’s to improve housing, sanitary, water and other infrastructure.Tea
companies should establish practices and policies to respect smallholder’s rights and needs.
Further they are recommended to conduct smallholder opinion surveys to get the perception and
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ideas of smallholders regarding company practices.Tea manufacturing companies should use
very specific and acceptable price formula to decide the price of raw tea leaves and they should
improve the transparency of their pricing method to smallholders. The companies should strictly
comply with environmental laws, rules and regulations in order to minimize environmental
disturbances. The company has ethical responsibility to contribute the sustainable environment
development by maintaining the ecological balance.
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