Investigating Corporate Social Responsibility in Coca-Cola

This essay will critically analyse Coca-Cola’s corporate social responsibility (CSR) policies. There will be an introduction to the theories and models pertaining to CSR with an analysis of the company’s engagement implementing their strategies.

Coca-Cola is a soft drinks company established in 1886. The recipe was created by John Pemberton (Bodden, 2008). The company is publicly traded and operating in over 200 countries, employing 700,000 people (The Coca-Cola Company, 2020). In 2019, Interbrand (2019) rated Coca-Cola as one of the most valuable brands, at around 63.37 billion U.S dollars. Their net operating revenue in 2018 was $31.86 billion (Bedford, 2020). The original Coca-Cola brand had a 2018 market share of 43.3% (Bedford, 2020).

CSR is a broad topic relating to how organisations situate themselves in relation to their economic, social, environmental and ethical activities (Jones, et al., 2009). McWilliams and Siegel (2001) defined CSR as furthering social good, through the companies actions, beyond firm interests and lawful requirements. The commission of the European Communities (2001, p. 6) defined CSR as “a concept whereby companies integrate social and environmental concerns in their business operations and in their interaction with their stakeholders on a voluntary basis”. Both definitions involve businesses benefiting society on a voluntary level. This can be seen within Coca-Cola’s CSR efforts through the return of 1% of annual profits being invested back into communities. The overwhelming amount of definitions in this field limits its success (Dahlsrud,, 2008). Werner and Chandler (2005) stated CSR is yet to be consistently defined. There is an interconnection between business and society, displaying the need for CSR (Wood, 1991). CSR brings: enhanced reputation, improved trend anticipation, increased staff involvement, motivation and sustainability (Patrizia, 2012). Since Coca-Cola’s lawsuits regarding water resource depletion, their CSR reports have aided a positive public image (Karnani, 2014). Criticisms of CSR are: its use as a public relations tool, self-regulation, expensive and not legally required (Blowfield, 2004). Due to the expensive nature, CSR conflicts with shareholder interests. However, it also furthers sustainability, benefitting shareholders. Expensive is limited as only 1% of Coca-Cola’s income is reinvested. Coca-Cola publish CSR sustainability, business and community reports and provide information on their websites.

There are differing theories of CSR. Milton Freidman’s (1970) shareholder theory is a narrow view of CSR that companies only have a fiduciary responsibility to shareholders to maximise profit. Its criticism is that shareholder value is a result of business and not a strategy. Whereas, Edward Freeman’s (1984) stakeholder theory is a wide view encompassing consideration of all stakeholders, which is anyone with influence on the business, such as employees, customers, the general public, shareholders and the government. Its criticism is that ‘stakeholder’ is a vague term with many meanings, this can divert understanding of the concept; also there can be an infinite number of stakeholders (Mainardes, et al., 2011; Sheehy, 2005). Stakeholder expectations influence CSR as public pressure to conform has substantial power to change corporations agendas (Roush, et al., 2012). Coca-Cola adopt stakeholder theory by their production of a priority issues matrix, identifying issues in society and the company (The Coca-Cola Company, 2018). Friedman (1970) argues that the responsibility of society falls to the government, not business, therefore provided a business stays within the law, their responsibility is solely for profit maximisation. Freeman believes that businesses are responsible to the whole of society. In recent years Coca-Cola are undertaking more responsibility in areas beyond their economic obligations, suggesting they follow the principles of Edward Freeman.

Carroll’s CSR pyramid model (1979) explains the differing levels of engagement for CSR. There are four levels: economic and legal, which are required by society, ethical, which is expected and philanthropic, which is desired (Carroll, 2016). There is an economic responsibility to be profitable as a business, thus incorporating Friedman’s (1970) shareholder theory. Coca-Cola are economically viable as seen through their brand value of $80.83 billion in 2019 (Guttmann, 2019). Legal responsibilities also relates to Friedman’s (1970) theory. Coca-Cola only had minimal legal issues previously. Ethical involves the right moral decisions, such as Coca-Cola’s carbon footprint reduction initiatives (Coca-Cola, 2018). Philanthropic is using resources to provide long term solutions to social and environmental issues (Turker, 2013). Coca-Cola report on their ability to combat both social and environmental issues in their sustainability reports (2018). CSR facilitates each responsibility (Jones, et al., 2009). This model emphasises the priority of profit to business, as the underlying foundation. However, Crane and Matten (2004) argued that conflicting obligations are not addressed. Coca-Cola attempts responsibility in each area, the issue is determining genuine efforts.

Another model is Elkington’s (1994) triple bottom line. This model analyses businesses impact on people, profit and planet. Elkington (2004, p. 3) states the model “focuses corporations not just on the economic value that they add but also on the environmental and social value that they add – or destroy”. Coca-Cola has evolved from a company accused of destroying the environment to environmentally responsible (Karnani, 2014). This model analyses social, environmental and economic areas, which can provide sustainability. This model encourages a wider view of organisations impacts on the environment and society. However, it is hard to measure and is not a legal requirement, which limits success (Ward, et al., 2007). Coca-Cola have an adjusted triple bottom line model, naming sections: me, we and world (Coca-Cola Enterprises, 2015). Under me, is well-being and responsible marketing. Under we, is women empowerment, charitable contributions and human and workplace rights. Under world, is water stewardship, climate protection, sustainable agriculture and packaging. Their CSR model focuses on water stewardship considerably due to previous issues.

Coca-Cola has experienced CSR issues around 2003 with water stewardship and workplace rights. The campaign against Coca-Cola in India saw Kerala pass a compensation law against Coca-Cola after evidence of them causing environmental damage, such as a water shortages. Government reports found they were over extracting water leading to shortages and incorrectly disposing waste, affecting crops and the health of locals. Following the incident was a momentary ban on the production and sales of Coca-Cola. The cost of damage from the bottling plant was valued at £30 million. Berglund and Helander (2015) state the importance of society and how locals were successful for holding Coca-Cola accountable, proving how valuable a stakeholder the general public can be. They also state that other plants in India have been accused of similar issues, such as violations of labour laws. There have also been human rights violations accused in Colombia, the lawsuit stated the use of intimidation and other violations (Borger, 2001). Coca-Cola denied any involvement and the courts later dismissed their case. 

Whitewashing is a term used to describe when a company attempts to hide its unethical practices to maintain positive public perception; Greenwashing is a term for misleading information about environmental efforts of a company (Visser, 2011). Although not consistently evident, there does appear to be the use of both white and green washing within baseline production bottling plants. However, now with greater transparency, their reports now take responsibility.
Coca-Cola’s mission is to make a difference and create value. Their visions for people, partners, portfolio and planet, most of which are key stakeholders, involve positive relationships and sustainability (Coca-Cola, 2018). These values are contradicted by the previous lawsuits (Berglund and Helander, 2015). Their report discusses their corporate governance and sustainability through development goals, ethical behaviour, transparency and accountability (The Coca-Cola Company, 2018). Coca-Cola produced a priority issues matrix which analyses environmental, social and governance issues, to create a chart, prioritising key issues to stakeholders and the company. Two imperative issues were obesity and water stewardship; following these were packaging, women’s economic empowerment and human rights (The Coca-Cola Company, 2018).

From analysing three separate reports and their website, Coca-Cola reported on economic, environmental and social areas:

Coca Cola are an economically successful company, with their 2018 revenue reaching $31.86 billion. Coca-Cola had an earnings per share rise ranging from $1.49 in 2016 to $2.07 in 2019. Therefore meeting their economic responsibility to shareholders (Friedman,1970). They ‘give back’ 1% of operating income annually, reinvesting profits in charity or other philanthropic activities. In 2014 their annual operating income was $9.708 billion, Coca-Cola gave back $126 million, 1.3% of its operating income. This was invested in water stewardship, women’s empowerment and other programs (Coca-Cola, 2016). Coca-Cola’s giving back stood at 1.5% in 2018, exceeding their 2020 goal of 1%; which they have done each year since 2015 by 0.2% to 0.6% varying (The Coca-Cola Company, 2018). This meets Freeman’s (1984) view to prioritise all stakeholders. However, given its massive revenues as a billion dollar industry, Coca-Cola could invest more.

Coca-Cola Enterprise (2015) reported there was a 48% reduction in carbon footprint from 2007-2015, thus minimising the environmental impact of their operations. Packaging accounts for 50% of their carbon footprint, therefore they aim to recycle more packaging than they use. Their report showed over 1.5 million advertisements for recycling. Coca-Cola received triple certification from the carbon trust and have a programme called happiness recycled and a world without waste. Their climate initiative for carbon footprint reduction was at 21% in 2018 compared to 12% in 2015. They aim for 25% by 2020 (The Coca-Cola Company, 2018). They achieved 100% of manufacturing waste sent for recycling or energy recovery and zero waste was sent to landfill (Coca-Cola Enterprise, 2015). Coca-Cola is the biggest brand to publish their greenhouse gases emissions. However, their products, such as small glass bottles, have a 360g footprint which is larger than competitors (Jowit, 2009).

Coca-Cola’s (2018) sustainability report discussed their water stewardship, which reduces water use, recycles and replenishes water stores. They report that 241% of the water used for Coca-Cola was returned to nature. The Coca-Cola Company (2018) stated their water stewardship reached 155% in 2018. This surpassed their 2020 100% goal, which they have exceed since 2015. Coca-Cola’s replenish Africa initiative provided drinking water to 2.8 million people and supported, through investing $124 million, sanitation and hygiene programs in more than 2,000 communities (The Coca-Cola Company, 2018). However, MacDonald (2018) reported the calculations for their water stewardship did not reflect all water usage. Although, Walsh and Dowding (2012) state that Coca-Cola exhibit sustainable water leadership.

Coca-Cola aim for sustainable agriculture. They aim to achieve 100% sustainable sourcing of agriculture ingredients by 2020 (Coca-Cola, 2018). Their agriculture ingredients in 2018 only had 3 of 11 reach 100% sustainability. However, since 2017 ingredient sustainability has either remained the same or improved (The Coca-Cola Company, 2018). Koopman (2014) reports Coca-Cola have acknowledged the need for their industry to commit to more environmentally friendly practices; in 2007 they signed a conservation partnership with the Worldwide Fund for Nature to improve water usage and sustainable agriculture.

Coca-Cola’s schemes such as forest conservation and international coastal clean-up are influenced by their awareness of plastic waste issues. Coca-Cola’s aim for a world without waste reported package recycling was 56% in 2018 down from 59% in 2015. This decrease shows an important issue to be resolved, as plastic is becoming a major issue worldwide (Ritchie & Roser, 2018). They aim for 75% plastic recycled in 2020 and 100% in 2030. To combat plastic waste they attempt to make packaging 100% recyclable. This goal was at 88% achieved in 2018. They aim to collect and recycle a bottle or can for each sale by 2030, this was at 58% achieved in 2018. Coca-Cola also invested $15 million in 2018 to companies that prevent plastic waste going into the ocean. However, Lerner (2019) stated Coca-Cola have been named, two years running, the most polluting brand in a global audit of plastic waste by the charity break free from plastic. Their head of sustainability stated that the company would not eliminate the production of single use plastic bottles as there is a consumer demand (Thomas, 2020).

Coca-Cola has a concern for society and the wellbeing of its consumers. Obesity is a key problem in their priority issue matrix. Coca-Cola states in their report “the food and beverage industry has a responsibility to help adequately address these challenges” (The Coca-Cola Company, 2018, p. 15). This provides an understanding of their responsibility, however, measures are still meeting basic responsibilities with no philanthropic commitment. The recommended daily added sugar intake for a man is 37.5 grams and for a woman is 25 grams, yet in a coca cola can, which is considered one serving, there is 39 grams (Healthline, 2020). Coca-Cola’s response is to offer sugar free alternatives; however, there are growing concerns for artificially sweetened drinks also (Healthline, 2020). Coca-Cola removed 425,000 tonnes of sugar annually through new recipes and package sizing in 2017 and 2018 (The Coca-Cola Company, 2018). In an effort to improve physical health they have 33,000 participants in their street games doorstep sports club programme, 75,000 participants in park lives and plan to invest £20 million before 2020 through inclusive community programmes. The efforts to encourage being active are continuing through sponsorship of the special Olympics GB (Coca-Cola Enterprises, 2015). Gertner and Rifkin (2018) state, although the company does support physical activities, they also used deception to downplay the negative effects of soft drinks. Saltman (2004) also discusses the unethical application of Coca-Cola’s business into public schools, this contributing to the childhood obesity epidemic.

Coca-Cola aim to help the local community through workplace skills, education, engagement in activity and protecting the environment. They plan to achieve this through corporate sponsorship, fund raising, donations and employee volunteering. Coca-Cola invested £1.2 million in community programmes. They encourage employees to volunteer to support the local community, this achieved 2,251 hours volunteered, which consisted of 120 employees. They got 100,000 young people involved in their real experience education programme and raised £650,000  through fund-raising, donations and sponsorship to support local community programmes (Coca-Cola Enterprises, 2015). Barkay (2013) asserts that community engagement is vital for companies who exercise social responsibility, however, also states that companies remain vague when reporting on community engagement. He further states there is an unequal balance of power within corporations funding the community. An example of this is one of Coca-Cola’s renovations on a community playground was turned down, as the visibility of their efforts would not have been as noticeable compared to other central playgrounds. This furthers the idea that community engagement is used as a public relations tool. Bansal and DesJardine (2014) state that CSR is not considered to contribute to sustainability unless solving the underlying issue, in which case these actions can be considered responsible yet not sustainable.

Coca-Cola’s 2020 goal for women empowerment was 5 million women. In 2018 they had 3.2 million, up from 1.2 million in 2015. Banks (2016) reports Coca-Cola’s 5by20 programme has been decided as the best global initiative for economically empowering women at the women in leadership economic forum, 2013. They also conclude how positive and beneficial Coca-Cola’s power and influence is in this area.

Coca-Cola’s CSR report is comprehensive and addresses the key issues in each area, being economic, environmental and social, which relate to the company and its stakeholders. Since previous issues, the company suffered a negative reputation, Coca-Cola have made an effort to especially address areas of wrongdoing, such as water stewardship and obesity. Therefore, it can be seen that Coca-Cola, a company which previously lacked concern for CSR, now has embraced CSR to further the sustainability of society, the environment and Coca-Cola.
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