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Abstract 

This thesis demonstrates how creating shared value (CSV) enhanced firm 

competitiveness through reconstruction of social activities at operational level using 

four steps strategy of corporate social opportunity (CSO). By incorporating the 

concept to FDI studies, this thesis examines whether social activities performed at host 

country has improved or strengthened one or more value activities through case 

studies in which the data were collected from secondary sources.  

This thesis found that Nestle Indonesia dairy farm assistance and SEIN House of Hope 

which targeted MNCs’ competitive areas have been able to create synergy by linking 

weaknesses in the value chain and existing society needs. Nestle Indonesia 

competitiveness enhanced from differentiation provided by high quality milk-based 

products. Similarly, SEIN has been able to improve its after sales service and earned 

access to Indonesian youth employee by providing training on technical and customer 

service skills. Instead of overcoming weaknesses, Unilever Indonesia has strengthened 

its marketing and sales activities. While Krakatau POSCO donations and free events 

have not improved any value chain activities as they did not base on core competence 

as steel producer. These findings hold significant implications for business and 

government sectors that are formulating business friendly investment policies. 

 

Keywords 
Creating Shared Value (CSV), Corporate Social Opportunity (CSO), 
Competitiveness, MNC, FDI 
Student ID.: 2012 – 22816 
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CHAPTER I INTRODUCTION 

1.1 Background  

The intersection between business and non-business area has been studied for 

decades and corporate social responsibility (CSR) was the concept that 

frequently quoted. Business and society relationship most of the time concluded 

negative and perceived as trade-off where business prosperity came at the 

expense of society welfare. Corporation then labeled as the culprit of social and 

environmental problems bear by the society so in respond to this business 

engaged in non-business related activities as act of giving back. But performing 

such philanthropic activities constitutes additional cost and corporation proven 

to have a hard time balancing financial and social pressures especially during 

tough times, such as financial crises.  

For the last two decades, the study in this field promoted the idea that business 

could gain and be profitable despite of carrying the cost of social activities 

(Aupperle, Carroll and Hatfield, 1985; Drews, 2010; Sprinkle, 2010) by 

suggesting connection between CSR and marketing function and argued that 

social activities might have improved profitability by pertaining corporate 

image and brand positioning for  market share (Kotler and Lee, 2005; Vaaland, 

Heide and Gronhaug, 2008; Ogola and Dreer, 2011) or by providing strategic 

positioning (Saiia, Carroll and Buchholtz, 2003). Another option is by 

implementing strategic CSR (Porter and Kramer, 2006) which interpreted as 

inserting, linking or embedding CSR into corporate objective (UNESCAP, 2010; 

CECP, 2010).  
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These studies are valuable in bridging the theoretical concept and practical 

implementation while limited in explaining how it should be done. While it 

stays true that every business strategy is intended to maximize profit, in order to 

have long term sustainable business, corporation has to survive competition and 

remain competitive. 

When Porter and Kramer (2011) put forward the concept of creating shared 

value (CSV), business practitioners were in hype to the idea of reconceiving the 

intersection between society and corporate performance. The thought provoking 

concept of connecting business and non-business area offered by CSV is 

regarded as promising strategy in respond to business long lasting struggle in 

balancing financial and social pressure and make way for enhancing 

competitiveness. Corporation began to cite “value creation” and “shared value” 

into publicly accessed reports and publications and business managers used the 

terms in verbal appearance, claiming simultaneous practice between business 

and society while level of understanding on the concept especially at 

operational level is still on question mark1.  Question on how CSV differently 

influence corporation’s way of doing business appeared in the Economist2 and 

scholarly article that concluded CSV as just another naming of CSR 

(Beschorner, 2013) existed which indicates an opportunity to do further study 

the concept empirically and provide evidences on what it offers to business. 

 

1 This point is emphasized CSV authors by stating “[…]Yet our recognition of the 
transformative power of shared value is still in its genesis”. Synergy creation between business 
and society is often confused as there are cases where corporation regards philanthropic 
activities which provide good reputation as example of CSV practices. 
2 “Oh, Mr Porter the new business idea from business’s greatest living guru seems a bit 
undercooked” was published under Schumpeter blog, column on The Economist online version 
which covers issue in business, finance and management. 
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Multinational Corporation (MNC) were hinted in many literatures (e.g. 

Pinkston and Carroll, 1994; Prahalad and Hammond, 2003; Kotler and Lee, 

2005) and often used interchangeably with company, firm and enterprise. 

Meanwhile the need to conduct dedicated analysis for MNCs became critical 

provided tension of host country regulation on social and environmental area 

and inability to manage social pressure at foreign investment destination 

embedded higher risk compare to doing business domestically.  

This risk derived from various parties involved in questioning the impact of 

MNC (Negandhi, 1980) and also the active movement from civil societies 

which regarded MNC more as enemies (Yazji, 2006; Tuodolo, 2009) or strange 

“bed fellows” (Prickett, 2003) through their anti-corporate, anti-capitalists, anti-

globalists campaigns and  green movements. Moreover, despite the proven 

created positive impacts that MNC has brought to the host country, such as job 

creation and technology transfer, long period of operation could not guarantee 

MNC’s survivability against conflicts (Negandhi, 1980; Sumantoro, 1984). 

The need of addressing non-business elements also grows in the field of foreign 

direct investment (FDI). One indication was appearance of CSR in World 

Investment Report for two consecutive years (UNCTAD 2011; 2012). Besides 

highlighting the challenge on how MNC better respond to host country 

regulation on performing certain social activities, the reports also signals 

positive correlation between increasing foreign investment flow and growing 

importance of managing non business elements when decided to go abroad3. 

 

3 Seed of discussions actually found on WIR 1999 and more on WIR 2007 which located social 
and environmental of MNC’s activities on extractive industry at the other side of the coin 
against delivered economic impacts.  
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In separate occasion, the recent 5th Roundtable Discussion Forum on Southeast 

Asian Foreign Economic Policy where government leaders sought to find the 

right investment policy formula put CSR as meeting agenda. Jakarta Post 

reported the topic was deemed important as it could be seen as an act of 

protectionism which may shy away FDI inflow to the region while needed as an 

importance source for economic development. Realizing importance of 

analyzing social activities in FDI, instead of taking government or international 

organization perspective, focus of this research is on how MNC in its 

investment activity respond to host country rule and regulations on social and 

environmental matters.  

1.2 Research Question 

The previous chapter gives reasoning on needs and importance of this research 

by answering the following questions on  

•  Why CSV concept is worthy to be analyzed? 

• Why expected outcome is impacts on competitiveness? 

• Why focus of the research is on MNC? 

• And lastly, why the chosen setting is FDI? 

Following this background, the ultimate research question of this thesis is on 

how CSV enhance competitiveness? Competitiveness is measured as number of 

activities in the value chain being improved through the application of CSV. 

The more primary and supporting activities touched, the higher level of 

competitiveness is indicated. This is better compare than just considering 

market share and reputation as it is limited only to single determinant of 

competitiveness. 
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Research focus is MNC under FDI setting where investment made at certain 

host country. MNC carried certain motivation when investing abroad while 

dealing with local regulations and requirements and performed varied social 

activities. Throughout this research, the term corporation is carrying wider 

scope of definition as it includes domestically run business in comparison to 

MNC.  

1.3 Research Design 

This research is divided into five chronological chapters. Following Chapter 1 

which contains background and motivation which guide to formulation of 

research question, chapter 2 provides study on existing literatures. Started with 

the introduction of CSV concept and its extension to CSO for Competitiveness 

and followed by study on how the concept fit in FDI scenario. Chapter 3 

explains methods on how research is conducted. As this research employs case 

study as method, reasoning for case study selection is elaborated and structure 

of analysis follows. Reconstruction of the case studies using CSO for 

competitiveness, which constructed and is an extension to the original CSV 

concept, is demonstrated in Chapter 4.  At the end of this chapter insights based 

on the analysis of the case studies is discussed. Lastly, in chapter 5 summary of 

findings and possible implications will be drawn which serve as seeds for future 

study. 
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CHAPTER II LITERATURE REVIEW 

2.1 CSV: The Concept 

Value creation had been put forward by Porter and Kramer in every work they 

did which surrounds the topic of connecting business and non-business area. To 

the non-profit organizations like foundations, value creation occurred when 

equivalent social benefit is achieved with fewer dollars or creation of greater 

social benefit for comparable cost (Porter and Kramer, 1999). To business 

practitioners such as corporations that engage in philanthropic activities in 

attempt to respond social and environmental pressure from the society, they 

suggest them to rethink both on where to focus and how to perform the 

philanthropic activities by maximizing the philanthropic values. The more 

social improvement relates to a company’s business, the more it leads to 

economic benefits as well (Porter and Kramer, 2003).  

The idea of shared value itself can be found in their 2006 Harvard Business 

Review article on strategy and society, where it is defined as benefit for both 

the society and corporate own competitiveness. The concept of shared value is 

further described  as policies and operating practices that enhance the 

competitiveness of a company while simultaneously advancing the economic 

and social conditions in the communities in which it operates (Porter and 

Kramer, 2011). Then creating shared value (CSV) can be translated as ‘how to’ 

or process to produce shared value, which is then prescribed as reconceiving 

products and market, redefining productivity in the value chain and enabling 

local cluster development. 
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Reconceiving products and markets deals with how business is able to capture 

the potential of unserved market which can be done by redesigning products or 

fixing distribution. This market is then described as dynamic and constantly 

change, driven by technology evolution, economy development and shift in 

societal priorities. Although seems to resemble arguments on serving Bottom of 

the Pyramid (Prahalad and Hammond, 2003; Prahalad 2005), this strategy 

covers wider market scope as it deals not only with selected niche market 

(labeled as “the poor”) but also applies to developed economies for example 

non-traditional communities in advanced countries. By reconceiving products 

and markets, competitiveness would be enhanced through differentiation and 

repositioning in traditional markets. 

One of the questions raised by business leaders regarding social activities is 

“will working to help addressing certain social issue will also help corporation 

create a tangible competitive advantage?”(CECP, 2010). The answer to this 

question is often limited to embedding social engagement into business strategy 

and organization structure (UNESCAP, 2010; CECP, 2010). 

Redefining productivity in the value chains would be able to answer similar 

question but with better clarity. The step mainly suggests synergy creation and 

is similarly driven from initial thought of recognizing reciprocity between 

business activities and problems or needs of the society. Instead of looking at 

the synergy creation at bigger unit, business is suggested to look for at the 

opportunity to create shared value at discrete level, the value chain, which is 

inevitably affects and is affected by societal issues. Based on the Wal-Mart 

example, instead of regarding waste from its shipment packaging and inefficient  
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distribution solely as environmental problems, as usually done in conservative 

analysis on business externalities, both activities were identified as opportunity 

for Wal-Mart to reduce operation cost. By redesigning its footwear packaging, 

Wal-Mart has been able to cut cost by 28% and simultaneously reduce 43% of 

paper usage of 43%4. By operating trucks developed using fleet technology and 

rearranging product stacking, Wal-Mart has delivered 361million more cases 

while driving 287million fewer miles since 2007.5 

Enabling local cluster development is based from the argument that business 

success is affected by geographically interconnected corporations and 

surrounding infrastructure. Porter (1998) explains how clusters affect 

competition in three broad ways: first, by increasing the productivity of 

corporations based in the area; second, by driving the direction and pace of 

innovation; and third, by stimulating the formation of new businesses within the 

cluster.  Applying this analogy to CSV, through cluster, business can develop 

its social activities more effectively by working together with institutions within 

its operation area in order to get greater impact. This third strategy of CSV is 

built based on Porter and Kramer’s study on philanthropic organizations such as 

foundations which can also be regarded as elements of local cluster. 

 

4 The footwear packaging redesign is placed under Wal-Mart waste reduction initiatives. 
Redesigning was done to its replenishment box which a large box used throughout the supply 
chain to ship loose footwear not sold in traditional shoeboxes. The new box uses just a single 
source of paper, fits multiple pairs of shoes and serves as a protective barrier during shipping. 
Source:http://corporate.walmart.com/globalresponsibility/environmentsustainability/packaging 

5  Fleet technology development is part of Wal-Mart efforts in preserving energy. There are 
several different activities in relation to efficient distribution practice using fleet technology 
development such as operation of hybrid assist truck, wheel-end hybrid assist, full propulsion 
hybrid and natural gas truck, and also reinventing product stacking such as new cube box for 
pork product packages. 
Source:http://www.walmartstores.com/sites/responsibilityreport/2012/fleetImprovements.aspx 
http://www.walmartgreenroom.com/2012/05/rethink-rearrange-reduce/ 

 

http://corporate.walmart.com/globalresponsibility/environmentsustainability/packaging
http://www.walmartstores.com/sites/responsibilityreport/2012/fleetImprovements.aspx
http://www.walmartgreenroom.com/2012/05/rethink-rearrange-reduce/
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Through many practical cases of CSV provided in their 2011 article, Porter and 

Kramer hinted that many corporations actually had implemented, one or more 

steps from the three steps strategy prescribed by CSV but at the same time keep 

on doing philanthropic activity that is unrelated to their core competence.  This 

is why realizing transforming power of CSV is said to be still at genesis 

indicating the need of the concept to be further studied empirically through 

observation and case studies. To further extend the concept empirically, through 

with Foundation Strategy Group (FSG), an impact non-profit organization co-

founded by the authors, a report on measuring CSV is published where three 

level of CSV is paired with each 4 indicators for business and social results. 

From this writing, the purpose of measuring shared value is stated as to track 

the progress and results of tailored shared value strategies (Porter, Hills, Pfitzer, 

Patscheke and Hawkins, 2013) 

Despite of the continuous efforts to further nourish the concept, questions 

probing on CSV originality remain. In 2011, the Economist through its 

Schumpeter blog asked what differentiation CSV is about to bring compare to 

CSR. Although has been clearly differentiated against and said to supersede6 

CSR in guiding business social investments, study dedicated to assess the 

originality of the concept exists and argues that both actually are the same thing 

under different naming such as by Beschorner, (2013). Based on this, a study on 

existing CSR theories and frameworks is provided in the next section in order to 

better understand CSV key differentiation point and how it is positioned within 

existing CSR literatures. 

 

6 The word ‘supersede’ itself is derived from Latin word ‘supersedere’ which means ‘be superior 
to’. Following Porter and Kramer’s argument, CSV is by definition superior and goes beyond 
CSR. Definition is based on Oxford Dictionary for English 3rd edition. 
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2.1.1 Comparison between CSV and CSR  

CSR has been long recognized and quoted in the discussion about how 

business is connected to non – business element in the society such as social 

and environment. Corporate responsibility is referred as a concept, a challenge 

to business, a field of practice and area of academic study. Nevertheless, there 

is no single right perfect definition of CSR (Carroll, Lipartito, Post, and 

Werhane, 2012). Instead scholars have been continuously developing the 

concepts by putting it into models and frameworks as they realized the need 

for practical implementation by business practitioners, the corporations. 

The most frequently quoted framework is Pyramid of Corporate Social 

Responsibility (Carroll, 1991) which was built on and a dimension in the 

three-dimensional conceptual model of Corporate Social Performance (Carroll, 

1979). The pyramid conceptualized CSR components which would lead 

corporation to be profitable, obey the law, be ethical and be good corporate 

citizen. These components summarized business responsibilities to the society 

under 4 main categories of economic, legal, ethical and philanthropic 

responsibilities.  

Located at the base of the pyramid, economic responsibilities tell that business 

has a responsibility to produce goods and services that society wants and to 

sell them at a profit. Legal responsibilities come as society expects business to 

fulfill its economic mission within the framework of legal requirements. 

Ethical responsibilities describe as additional behaviors and activities that are 

not necessarily codified into law but nevertheless are expected of business by 

society’s member. At the top of the pyramid lays discretional responsibilities.  
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Different from the other three, philanthropic responsibilities is said to be 

purely voluntary and decision to assume them is guide only by business’s 

desire to engage in social roles not mandated, not required by law, and not 

even generally expected of businesses in an ethical sense.  

Through its graphical presentation, the pyramid suggests hierarchy of each 

element of responsibilities for CSR and intrigued question on importance and 

contribution of each for maximum performance. In respond to this, component 

of CSR then presented using Venn diagram in CSR Three Domain Approach 

(Schwartz and Carroll, 2003) with responsibilities clubbed into three main sets 

of economic, legal and ethical responsibilities and each overlapped one 

another creating seven categories with center intersection of economic, legal 

and ethical is what corporations should be looking for. 

Besides graphical illustration, the three domain approach’s point of difference 

against the pyramid is on elimination of philanthropic responsibilities. 

Reasoning for this were first, difficulty to distinguish between philanthropic 

and ethical at both theoretical and practical level, and second, motivation of 

philanthropic activities might be simply based on economic interest. 

Although very useful in giving clear idea on components of CSR, neither the 

pyramid nor three domain approach provide clear guidance at practical level 

on how corporation should perform its social activities and differentiate itself 

from competitors. Scholars then extended the framework and created model 

such as 3C-SR Model (Meehan, Meehan and Richards, 2006), CSR in total 

quality management (TQM) (McAdam and Leonard, 2003) in attempt to 

become more illustrative in guiding business social activities.  
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The 3C-SR model suggest corporation to have ethical and social commitments, 

to have connections with partners in the value networks, to have consistency 

of behavior over time to build trust. Overlapping area of the domains of 

commitment, connections and consistency would create effective corporate 

citizenship and most importantly suggest wider profit orientation. 

In the study of CSR application in TQM, corporate could get the idea to 

embed CSR components into corporate internal activities although limited 

only to production function which corresponds operation activities of the 

value chain (Porter 1985, 1998). These studies are helpful in providing better 

understanding on how to implement CSR theory into business practice and at 

the same time increase confidence that business does not always have to be 

trapped in win-lose game or trade off when dealing with society, but can still 

be improved on step by step arrangement of strategic steps. 

The extension of these models and frameworks proves that study on 

corporations’ social activities remains as interesting subject while given the 

large amount of studies on CSR field is available at business ethics journal, 

chance to do research on CSR and business strategy, which focused on 

practical guidance at operational level on how corporations gain maximum 

benefit from connecting business and non-business area, was hinted. This 

“benefit” was found to be translated as reputation (Kotler and Lee, 2005; 

Kiran and Sharma, 2011), new business opportunity (Prahalad and Hammond, 

2003; Prahalad, 2005; Kiran and Sharma, 2011), sustainability (Burke and 

Logsdon, 1996; McAdam and Leonard, 2003; Carroll, 2008) and 

competitiveness (Porter and Kramer, 2003; 2006).  
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CSR for reputation suggest social activities as tools for corporate image and 

brand positioning. Another study further argued that it is the enhanced 

reputation that contributes to creation of company profits. These literatures 

view CSR and strategy from marketing point of where and argue that by 

having good image through execution of CSR activities, brand and corporate 

positioning in the market would be enhanced thus deliver better profit. 

Similarly, by targeting and sophisticating consumers in the niche market, 

corporation would be able to capture new source for growth and society 

standard of living improved.  Studies on CSR for sustainability provide idea 

that CSR activities embedded into corporate mission and objective would 

enable corporate longevity, instead of focusing only at certain activity.  

While being profitable is the objective of every corporation, competitiveness 

determines corporate sustainability in the long run (Porter 1985; 1998). Being 

competitive goes beyond operating better than competition but aim at certain 

strategic positioning through differentiation. CSR activities are believed to do 

so. Instead of doing charitable efforts for the sake of good reputation, 

corporation is advised to look for an opportunity inside the value chain and at 

the same time seek out for what the society needs, combine both and perform 

social activities based on this formulated strategy.  

Moon (2010) summarized this by saying that CSR concept must change from 

responsibility to integration and facilitating two-way transfer based derived 

from positive externalities between corporation and the society. So far based 

on study on existing literatures, CSR models and frameworks has enriched the 

field in answering the question on what components should consider when 

performing social activities,  what would be the target, which determines 
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 scope or direction of CSR activities while missing the practical step-by-step 

strategic guidelines. CSV serves to answer this and goes beyond CSR.  

2.1.2 The extended concept: CSO 

CSV main point of differentiation against existing CSR theories, which can be 

considered as the concept main contribution to existing literatures on business 

strategy and society, is on how it suggests corporation to move beyond CSR 

and able to enhance its competitiveness by implementing the three prescribed 

strategy of reconceiving products and markets, redefining productivity in the 

value chain and enabling local cluster development. Nevertheless the concept 

provides room for improvement such as fitness to globalization, which 

involves internationalization factor, and how it has theoretically sufficient in 

covering important elements of competitiveness. These opportunities were 

captured in four strategic steps for CSV (Moon, Parc, Yim and Park, 2011). 

By applying Diamond Model7 define core competence is added, which fits 

into the strategic structure and rivalry corner, and enabling local cluster is 

extended to enabling local and global cluster 

Instead of treating CSV as antonym of CSR, through 4 stage model of social 

activities, (Moon, 2012) the “opportunity” is positioned as reversal term to 

“responsibility” and CSV serves as tools for business to move beyond CSR to 

CSV (see Figure 1). Another point of extension made is on typology of 

corporation to Smart, Good and Selfish and Stupid Corporation based on level  

 

7 Diamond Model (Porter, 1990) is an analytical tool used in identifying important variables for 
competitiveness and originally devised to be applied at industry and country level. It consists of 
four corners of factor condition, demand condition, related supporting industry and strategy 
structure and rivalry. 
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of social and corporate benefit created and showed that the ultimate destination 

for corporations is to be smart. 

Besides being useful at describing distinction between CSR and CSV, the 

typology also valuable in practice for corporation to assess its current position 

and formulate strategy. Good corporations, describes as those donating money 

for philanthropic purposes regardless of profits or value creation, are those who 

practice CSR. Created profits is redistributed through social activities and 

marked as expenses. On the other hand, Smart corporations, practice CSV and 

proactively look for opportunities to increase their profits, market share, and 

competitiveness. This way, social activities is regarded as long-term investment 

which expected to bring greater profit in the future. 

Figure 1 Four Stage Model of Social Activities 
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Although both typology of corporation and 4 stage model of social activities are 

divided similarly, they are not corresponds exactly in one on one relationship to 

each other. This is to say Stupid Corporation is not the one who applies CSR for 

survival and Selfish Corporation only applies CSR for self-satisfaction type 

activities. For example Nike that got huge social pressure due to Life magazine 

exposure highlighting underage and underpaid labor in its production, 

performed CSR activities in order to regain consumer trust and to keep their 

business running. Nike’s social activities then fall under CSR for survival while 

Nike cannot be concluded completely as Stupid Corporation as the actions 

provide certain corporate benefit.   

Corporations that perform social activities following their CEO personal value 

(CSR for self-satisfaction) or in attempt to gain good image and reputation 

(CSR for reputation) can be both considered as Good Corporations depends on 

the level of created benefit both to corporation and to the society. Moreover, 

Selfish Corporation can immediately transform into Smart Corporation by 

linking the corporate activities with social needs hence creating social benefit 

instead of taking the path of becoming Good Corporation first and later Smart 

Corporation.  

A corporation can move from being Good Corporation to become Smart 

Corporation by implementing the prescribed 4 steps strategy of CSO for 

Competitiveness that was extended from the original CSV by targeting the 

competitive business area, finding weak point in the value chain, helping 

society by solving the problem and working with other organizations (Figure 2). 

By implementing this strategy corporation will be able to create business 

benefit while continuing its contribution to creation of social benefit. 
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Targeting the competitive business area suggests corporation to perform social 

activities according to its competence, the area of strength where it has 

confidence in. Just like student who is looking for future career after 

graduation, it is best for him/her to do job where he/she is good at instead of 

moving without direction. Corporation with core competence in IT is not 

suggested to do volunteering works of building bridges or houses abroad and 

look for more IT related case. But a construction corporation may fit better 

with this kind of program. 

Find the weak point in the value chain rhymes Porter and Kramer initial 

suggestion of ‘looking in’. In order to deliver maximum corporate benefit 

from social activity, corporation is advised to first look for an opportunity 

within the value chain. Compare to existing study which at most suggest 

corporation to embed CSR into corporate mission and objective, this step goes 

further into operational level of corporation activity. 

Figure 2 Four Steps Strategy of CSO for Competitiveness 
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Instead of picking any social issues, corporation can create synergy coming 

from identified business opportunity in the value chain and link it with social 

needs. By helping the society and solving the problem both corporate and 

social benefit can be simultaneously created. This steps rhymes with explicit 

CSR (Matten and Moon, 2007) and responsive CSR (Porter and Kramer, 2006) 

in the sense of suggestion on business to be proactive in capturing issue in the 

society. From collaboration with other institution such as schools, non-profit 

organizations or even other corporations such as suppliers and both local and 

overseas small and medium enterprises synergy is created. And this is what 

working with organizations is about. Continuing the finding in the previous 

section on existing CSR models and frameworks, CSV has extended the 

current business view on social activities and as summarized in Table 1. 

2.1.3 Assessing impact on competitiveness 

Competitiveness deals with certain position of a corporation relatively within 

the industry it plays in. To this, Porter (1980) suggested generic of cost 

leadership and differentiation. Cost leadership derives from corporate cost 

position results from the cost behavior of its value activities. Using the value 

chain, corporation can identify the large components of cost, group similar 

cost drivers and recognize source of cost advantage and disadvantage against 

competitor. Differentiation comes when corporation able to provide 

something unique against its competitors beyond low price. Any value activity 

is a potential source for differentiation. (Porter, 1985; 1998). The 4 steps of 

CSO for Competitiveness suggested that instead of narrowly looking for 

market share or increasing revenue and profit, the concept is targeting 

competitiveness.  
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To put it into practicality, by implementing CSV either corporation benefit 

from cost position or differentiation. For example, Wal-Mart packaging 

initiative has improved its relative cost position by reducing cost in its 

outbound logistics activity. On the other hand, Toyota hybrid car innovation, 

Prius, enhanced its marketing and sales activities through product 

differentiation (Moon, 2012). 

Is Wal-Mart more competitive than Toyota? It is still cannot be concluded that  

more value activities improved through application of CSV would 

automatically make one corporation more competitive than the others when 

both are similarly applying the strategic steps 

 

 

Table 1 Summary of Existing Literatures 
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2.2 CSV Integration with FDI 

Existing studies on MNCs CSR activities in the scope of FDI is observed to 

move in several different directions. First group studied CSR as tools for 

corporation maximizing its objective at host countries and the general 

assumption was investment flowing from developed to developing or less 

developed country (Bu, Liu, Wagner and Yu, 2013; Wiig and Kolstad, 2010). 

Other studies put focus on reapplication of CSR following MNC’s globalization 

and studied whether the orientation was global or local.  The implication that 

these studies would like to withdraw was similar to the grand debate of 

standardization and differentiation. Early study in this field was led by Carroll 

and Pinkston (1994) which study corporate citizenship orientation and 

concluded when social activity orientation performed by MNC at home was 

similar to what it performed abroad, it would benefit from the standardization as 

MNC does not need to adjust CSR plan on every investment decision. In this 

study, the authors regard the term corporate citizenship and CSR synonymously. 

In recent development, the studies on MNCs CSR orientation is still nourished 

for example, Jamali (2010) studied CSR activities performed by MNC’s 

subsidiaries in developing country, Cruz and Boehe (2010) which study global 

orientation of CSR focusing on retail MNCs. There is also study that utilized 

CSR as signaling device assessing  long term  MNC’s FDI decision (Goyal, 

2006) and concluded that MNC FDI decision to further invest at certain host 

country influenced by historical CSR expenditure and future potential of 

making profit. As observed from these studies, the general assumptions that 

investment flow from developed to developing countries remains. 
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The last group of studies, which are more related to this research, is in the field 

of embedding CSR activities as business strategy when going abroad. One main 

theme brought up by these studies is that MNC could benefit by putting CSR as 

strategy and taking the measure of market share as the way to gain profitability 

(Kotler and Lee, 2003; Prahalad and Hammond, 2003; Sparkes and Cowton, 

2004; Prahalad 2005) Although there was study that put value creation as 

ultimate goal of embedded CSR into corporate business strategy, but again in 

the end it is measured as market share (Husted and Allen, 2007).  

In this of studies, the terminology of strategic philanthropy were frequently 

appeared and defined as giving of corporate resources to address nonbusiness 

community issues that also benefit the firm’s strategic position and, ultimately, 

its bottom line has been conceptualized as being at the opposite end of the 

corporate philanthropy continuum from altruism, which is giving without 

concern for reward. Scholars and practitioners alike indicate a movement in 

corporate philanthropy toward “strategic” giving, for example, giving that 

improves the firm’s strategic position.  

From the existing studies, the idea for MNC to take more positive and active 

attitude towards CSR instead of viewing it as mandate and additional cost can 

be concluded while there is indicated need to translate strategy for MNC 

competitive position to higher level instead of only taking narrow definition of 

competitiveness as market share, which only represent single corner of the 

Diamond. 
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2.2.1 MNC’s FDI motivation 

MNC is a creature of market imperfection and a practical institutional device 

that substitutes for the market. This argument was first introduced by Stephen 

Hymer in his dissertation which initially rejected but later got published in 

1976. Hymer was the first who attempted to articulate the process of FDI as 

an international extension of industrial theory in which MNC transfers 

intermediate products such as technology among its unit across different 

nations.  

Threshold definition MNC is a multinational or transnational enterprise that 

engages in FDI and owns or, in some way, controls value-added activities in 

more than one country. This definition is the one widely accepted in academic 

and business circles, by data-collecting agencies such as the Organisation for 

Economic Co-operation and Development (OECD), UNCTAD’s Division on 

Investment, Technology and Enterprise Development (DITE), and by most 

national governments and supranational entities. 

Behrman (1972) described MNCs have a propensity to treat the world as a 

single integrated market in which attempts to integrate the operations of their 

various far-flung affiliates to achieve the least cost-cost production for 

distribution wherever market arises. In order to accomplish this, MNCs 

developed centralized policies covering multi aspects such as finance, pricing, 

sourcing of materials, marketing, product-lines, processes, designs, and even 

personnel. Criteria to determining the location of plants and distribution 

outlets over the world market is not based on comparative advantage nor 

national interest but according to company advantage.  
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Within the same year, he also published paper concerning Latin America auto 

and petrochemical (Behrman, 1972), attempted to classify MNC activities of 

natural resource seeking, market seeking, efficiency seeking and strategic 

asset or capability seeking which known as Behrman taxonomy.  

Using this taxonomy, Dunning (2000) explained four MNC’s motivation for 

foreign production and extended it into seven (Dunning and Lundan, 2008).  

MNCs engaged in natural resource seeking FDI are prompted to invest abroad 

to acquire particular and specific resources of a higher quality at a lower real 

cost than it could obtain in their home country. Dunning explains three types 

of resource seeking MNC:  

1. MNC who is seeking for physical resources of one kind or another 

2. MNC who is seeking plentiful supplies of cheap and well-motivated 

unskilled or semi-skilled labor. 

3. MNC who is prompted by the need of firms to acquire technological 

capability, management, or marketing expertise and organizational skills. 

MNCs with market seeking motive made investment in a particular country or 

region to supply goods or services to markets in these or in adjacent countries. 

Market-seeking investment may be undertaken to sustain or protect existing 

markets. Dunning mentioned 4 reasons behind market seeking motive, 

1. To follow its suppliers or customers who have set up foreign-producing 

facilities in order to retain existing business. 

2. The need to localized product driven by local taste or needs, cultural 

mores and to indigenous resources and capabilities. 

3. Minimize cost as production and transaction costs are less than 

supplying from a distance 
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4. To have physical presence in the leading market served by competitors 

Efficiency seeking MNCs although related to market and resource seeking 

motive is usually sequential to it. Dunning explained, usually the efficiency 

seekers will be experienced, large and diversified MNCs producing fairly 

standardized products and engaging in internationally accepted production 

processes. There are 2 main kind of efficiency seekers; first is to take 

advantage of differences in the availability and relative cost of traditional 

factor endowments in different countries. Second is to take advantage of the 

economies of scale and scope and differences in consumer tastes and supply 

capabilities in countries that have similar economic structure and income level. 

Strategic-asset seeking MNCs engaged in FDI in order to promote long-term 

strategic objective especially to sustain or advance global competitiveness. 

The motive for strategic asset-seeking investment is less to exploit specific 

cost or marketing advantages over their competitors and more to augment the 

acquiring firm’s global portfolio of physical assets and human competences, 

which they perceive will either sustain or strengthen their ownership-specific 

advantages or weaken those of their competitors. 

The extension by Dunning and Lundan (2008) added three more motives of 

foreign production, namely escape investments, support investments and 

passive investments. Escape investments deals with OFDI that made in order 

to escape restrictive legislation or macro-organisational policies by home 

government. Escape motive most likely to originate from countries whose 

governments adhere to ideologies and economic strategies unacceptable to the 

business community and tend to be concentrated in sectors which are most 

highly regulated.  
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Support investment intended to support activities of the rest enterprise of 

which they are part in. Foremost amongst support investments are trade and 

finance related investments of MNCs which are essentially designed to 

promote and facilitate the exports of goods and services from the investing (or 

other) companies, and/or to assist in the purchasing of foreign-produced goods 

and services from the investing (or other) companies. Support investment 

activities are frequently the first step to the setting up of market or resource- 

seeking production facilities. 

Passive investment features are quite similar with portfolio investment as it 

deals with future expectation. Portfolio investment involves passive 

management whereas direct investment involves active management. MNCs 

conducting passive investment are motivated by income potential or capital 

gain while some of the managerial input is usually involved. Foreign 

investment is treated as direct if the financing entity has a financial equity 

interest in a foreign company sufficient to give it some control or influence 

over the latter’s decision making. 

2.2.2 Value chain activities 

The basic tools for diagnosing competitive advantage and finding ways to 

enhance it is the value chain, a general framework for thinking strategically 

about the activities involved in any business and assessing their relative cost 

and role in differentiation (Porter, 1985; 1998). A firm’s competitive 

advantage stems from the many discrete activities of designing, producing, 

marketing, delivering and supporting its product. Each of these activities can 

contribute to a firm’s relative cost position or be the basis of differentiation. 
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Competitive advantage (Porter, 1985) is about how a corporation actually puts 

this generic strategy (Porter, 1980) into practice. 

The generic value chain (Porter, 1985; 1998) is a very useful tool to 

disaggregate buyers, suppliers and corporation into discrete but interrelated 

activities from which value stems. It displays total value and consists of value 

activities and margin. Value activities are the physically and technologically 

distinct activities of a corporation while margin is the difference between total 

value and collective cost of performing the value activities. Value activities 

can be divided into two broad types: primary activities and support activities. 

Details provided in Figure 3. 

1. Primary activities are those involved in the physical creation of the 

product which consists of 

• Inbound logistics: associated with receiving, storing and 

disseminating inputs to the product 

• Operations: associated with transforming inputs to final product 

• Outbound logistics: associated with collecting, storing, distributing 

product to buyers 

• Marketing and sales: associated with providing means by which 

buyers can purchase the product 

• Service: associated with providing service to enhance or maintain 

value of the product 

2. Support activities are those assist the primary activities which consist of 

• Procurement: is the function of purchased inputs used in the value 

chain 
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• Technology Development: refers to how every value activity 

embodies technology 

• Human Resource Management: related to recruiting, hiring, training 

developing and compensating all types of personnel 

• Firm Infrastructure: usually supports the entire chain and not 

individual activities, refers to activities including general 

management, planning, finance, accounting, legal& government 

affairs and quality management. 

 

 

 

 

 

 

 

 

 

 

2.2.3 CSV for achieving MNC’s FDI goal    

What is the relation between MNC, FDI, value chain activities? Moreover 

how do these terms and framework connect to CSV? Through readings on 

FDI literatures combined with study in the previous section on CSV, its 

position to the existing CSR models and frameworks and role on transforming 

responsibility to opportunity, these questions can be answered. 

 

Inbound  
Logistic 

Operations Outbound  
Logistic 

Marketing  
& Sales 

Services 

Procurement 

Technology Development 

Human Resource Management 

Firm Infrastructure 

Figure 3 Value Chain 
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As main actor in FDI scenario, MNC carries certain motivation in its decision 

to invest at certain host country. Based on the FDI motivation, MNC would 

put relative importance on certain activities in the value chain. A study on 

South Korea origin MNC (Moon, 2007) could serve as guidelines and support 

this logic. South Korea steel maker POSCO decided to in South Africa in 

order to secure stable supply of natural resources which can be related to 

Dunning’s resource seeking motive. In order to achieve this investment 

objective, POSCO subsidiary in South Africa would naturally put relative 

importance on operation and inbound logistics compare to other activities 

such as marketing and sales, service and technology development. Different to 

LG Electronics green field investment in China which driven by the country 

availability cheap labor and lower resource and component price which will 

help them to reduce production cost.  This motivation is relevant to efficiency 

seeking motive and LG Electronics plant in China would prioritize its 

operations activity together with inbound logistics and procurement activities 

to ensure achievement of desired investment goal.  A complete summary of 

South Korea MNC motivation while is provided in Table 2 while general 

possible linkage of FDI motivation and relative importance to value activities 

can be found in Figure 4. 
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As studied in the previous section, by implementing CSV, corporation is 

hopeful to transform the responsibility nature of CSR into opportunity and the 

second strategy suggest corporation to look inside the value chain for business 

opportunity. This finding combined with good understanding on social 

situation in which corporation can link the problem to existing needs of the 

society would enable synergy hence create simultaneous corporate and social 

benefit. Incorporating this into FDI motivation and relative importance value 

activity then in order to create high level social and business benefit, MNC 

social activities is suggested to link with existing needs of host country’s 

society and overcome weakness or support the relative important value 

activities. By implementing this, not only MNC would gain positive image but 

also help in achieving desired investment goal.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4 Linking FDI Motivation with Value Chain Activities 
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CHAPTER III METHODS 

This thesis employs case studies as method of conducting research. In the following 

sections, setting of the case studies which covers reasoning behind host country and 

MNC selection followed by step-by-step on how each case was analyzed are provided 

in details. All data and information used in this research was collected and extracted 

from secondary resources within public access such as official websites, press releases 

and published reports.  

3.1 Context 

In FDI context, MNC from certain home country decides to invest at destined 

host country. Society and its pressure are present both at home and host country 

while this thesis focus is on host country society behind entailed investment risk.  

3.1.1 Host country selection 

In this study, Indonesia was picked as MNC’s investment destination provided 

the country mandated CSR as law8 and treated activities related to it as 

obligation9. When Indonesian legislative finally mandated corporate social 

and environmental responsibility as law back in 2007, strong opposition came 

from local business owners as it viewed as form of protectionism and may shy 

away foreign investors from coming to Indonesia (Waagstein, 2011).  

8 There are resources recognizing Indonesia as pioneer country that legislated CSR. 
http://www.thejakartapost.com/news/2007/11/21/changing-expectations-csr-asia.html                        
http://csr-asia.com/csr-asia-weekly-news-detail.php?id=10419  
9  Foreign investment in Indonesia is governed under 2007 Indonesian Investment Law No.25 
while detail corporate activities are ruled under 2007 Indonesian Corporate Law No.74.  
In Chapter IX Article 15 of 2007 Indonesian Investment Law No.25, ‘tanggung jawab sosial 
perusahaan’ (point no.4) is translated as corporate social liability instead of corporate social 
responsibility and listed under investor obligations (Annex I).   
The strong mandate on CSR is provided in Chapter V Article 40 of 2007 Indonesian Corporate 
Law No.74 (Annex II) Source: Indonesia Investment Coordinating Board, 2007 
http://bkpm.go.id ) 

http://www.thejakartapost.com/news/2007/11/21/changing-expectations-csr-asia.html
http://csr-asia.com/csr-asia-weekly-news-detail.php?id=10419
http://bkpm.go.id/
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This conditioning is intended to depict extreme situation where MNC seems 

to have no choice but dealing with host country demand for direct intervention 

to society’s social and environmental aspects; although CSV conceptually 

presumes compliance with the law and ethical standards, as well as mitigating 

any harm caused by the business, but goes far beyond that (Porter and Kramer, 

2011). In relation to this empirical study, instead of dividing MNCs social 

activities into responsive or strategic CSR (Porter and Kramer, 2006), this 

setting responds to question of “will the ‘Smart Corporation’ able to perform 

the prescribed CSV strategy under such ferocious situation? Will this MNC 

able to enhance its competitiveness as expected from the shared value?”  

3.1.2 MNC selection 

Four MNCs were selected: Nestle Indonesia, Unilever Indonesia, Samsung 

Electronics Indonesia (SEIN, henceforth Samsung) and Krakatau Posco, based 

on two categorizations; advance application of CSV and trend of bilateral 

Outward FDI Flow (OFDI).  Nestle and Unilever falls into the first category8 

while Samsung and Krakatau Posco into the later.  

Advance application of CSV deals with familiarity with concept and this can 

be hinted through terminology being used in annual reports or by how MNC 

called its own social activities. By choosing these MNCs, does not mean that 

CSV concept is perfectly implemented but it benefts to identify the connection 

between social activities implementation to the prescribed strategic steps and 

conduct the reconstruction. 

 

10  In its website, Nestle even claimed the company as the birth place of  CSV by stating Nestlé 
is actually a 'laboratory,' where the concept of CSV was created, then formulated. 
http://www.nestle.co.id/eng/csv/csvatnestle  

 

http://www.nestle.co.id/eng/csv/csvatnestle
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Table 3 Bilateral Investment Flow from Korea between 2006 and 2011 

 
2006 2007 2008 2009 2010 2011 Average Annual

Growth
Salience

BRAZIL 108    268      209      345       1,239    390      77% 1.44%
RUSSIA 96      225      229      516       623       89        39% 0.33%
INDIA 91      252      201      378       502       505      55% 1.87%
CHINA 3,075 4,913   4,035   3,545    5,313    4,977   15% 18.44%
SOUTH AFRICA 6        29        41        13         16         3          61% 0.01%
INDONESIA 121    228      531      452       912       1,226   68% 4.54%
ASIA 5,804 10,260 10,077 7,787    12,204  12,101 22% 44.84%
OECD 3,289 7,112   5,702   10,785  11,832  13,011 41% 48.21%
TOTAL 9,942 18,903 17,304 20,260  26,821  26,989 26% 100.00%

Destination
Country

Bilateral investment flow from Korea to Indonesia is observed to be 

increasing. During the period of 2006 to 2011 outflow from Korea annually 

grow at 68%, and constitute to 4.5% share of total Korea investment flow to 

the world, indicating importance of Indonesia as investment destination for 

Korean MNCs (see Table 3). Following this insight, it can be assumed that 

Korean MNC’s may gain certain advantage by investing in Indonesia despite 

of the host country mandatory obligation on non-business aspects. Coupled 

with this assumption, Korea origin MNCs may be less exposed to CSV while 

it would be too early to verdict narrow or even zero implementation of the 

concept. In this study, Samsung and Krakatau Posco were picked as the study 

case providing different FDI motivations these MNCs engaged with when 

decided to invest in Indonesia. 

  

 

 

 

 

 

 

 

Data in Million USD 
Source : OECD (Author Calculation) 
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3.2 Methodology 

Case study analysis was divided into three parts, each did not come in sequence 

but interrelated. First, identify the relative importance activity(s) in the value 

chain following respective FDI motivation. MNC’s choice of entry will not be 

discussed but only mentioned briefly. Second, reconstruct social activities using 

the 4 steps strategy of CSO for Competitiveness (Moon et.al, 2011; Moon, 2012) 

which was built and extended from three key ways that companies can create 

share value opportunities (Porter and Kramer, 2011). Third, determine 

improved activities in the value chain. Each part tries to answer specific guiding 

questions which lead to the ultimate research questions of how CSV impacts 

competitiveness (see Table 4). 

Table 4 Methodology for Case Study Analysis 

  

1st Part What was MNC’s FDI motivation? 

What value activity(s) would be relatively important? 

2nd Part What were the business and social situation? 

4 steps CSO for Competitiveness  (Moon, 2012) 

Was social activity performed targeted the competitive business area? 

Was social activity performed overcame weak point in the value chain? 

Was social activity helped the society and solved its problem? 

Was social activity performed with other organization? 

3rd Part What are the business and social benefit? 

Which value activity(s) improved?  
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The first part was intended to bridge between MNC’s FDI motivation and the 

value chain and gave initial idea of how implementation of social activities may 

simultaneously help MNC to achieve its investment goal which implies 

business (economy) benefits. The second part began with identification of 

business and social needs which provides background of MNC social activities. 

After that the actual implementation is mapped into each steps of the CSO for 

Competitiveness 4 steps strategy. Business and social benefits entails are 

followed afterwards. As this thesis is aiming to look at competitiveness which is 

beyond profit and market share, the way to observe impacts on competitiveness 

is by looking at how many activities in the value chain being improved 

following the implementation of a certain social activity. This is provided in the 

last part.  

Illustration of the analysis flow is as follow; MNC A is seeking for stable 

supply of natural resources for its production thus partnered with local company 

through a joint venture (JV), which constitutes resource seeking motive FDI. 

Following this motivation, MNC A would be relatively put higher importance 

on inbound logistic and procurement compare to other activities in the value 

chain.  

At the host country, the established JV decided to give out donation to the poor 

families surround its operating location as form of social activities. MNC 

considered this as good practice which complies with its internal value and 

principle. On the other hand, society saw this as good action and considered the 

donation as ‘free gift’, which came once in a while out of luck.  
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Following this situation, the donation is clearly not focused on MNC’s core 

competence, as its main business deals with production; is not intended to 

overcome weakness in the value chain, as it only based on corporate value; may 

be  linked to society needs; and not performed with agency or cluster, as it was 

gave out directly. As a result, business benefit from this social action is towards 

good image and reputation and society gain short-term economy benefit as the 

poor families get money to fulfill their current daily needs. 

The donation was not intended to overcome certain weakness in the value chain 

nor able to improve supply of natural resources that the MNCs needs therefore 

no activities in the value chain is being enhanced. By having this donation, 

MNC A didn’t perform the inbound logistic activities effectively compare to 

other nor differentiate it as the social activity can be easily copied by others. 

The conclusion is the donation provides zero impacts on MNC A 

competitiveness. 
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CHAPTER IV CASE STUDY ANALYSIS 

4.1 Nestle Indonesia 

Nestle SA (henceforth Nestle) is Switzerland origin MNC with core business in 

manufacturing, marketing and distribution of food and beverages. As of 2012, 

Nestle overall operations have been expanded to 194 countries with 468 

factories in 86 countries and 339 thousand employees. Nestle Indonesia is one 

of the subsidiaries. 

With more than 2600 employees, Nestle Indonesia is currently operating three 

plants, each focusing on different type of products. Its East Java plant processes 

dairy products while Panjang factory at Lampung (southern province of 

Sumatra) processes NESCAFÉ instant coffee. Production for confectionery is 

conducted at Cikupa, Banten plant in West Java. With ongoing plan of running 

new plant in Karawang, West Java for its Dancow, Milo and Nestle Cerelac 

brand, Nestle business in Indonesia indicates strong hold of its business in the 

country. 

Initially serving Indonesian consumer through import via its Singapore branch, 

the increasing consumer demand has triggered Nestle to invest directly in 

Indonesia. After becoming market leader in milk category in 1930, it aimed to 

expand its business portfolio and to serve Indonesian consumer better through 

establishment of PT. Food Specialties Indonesia back in 1971. In the following 

year, first milk factory in Waru, East Java, began operation and seven years 

later coffee processing plant established. In the year 2000, Nestle Indonesia was 

launched as merger result of PT. Food Specialties, Supmi Sakti and Nestle 

Confectionary Indonesia. 
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4.1.1 Nestle FDI motivation and Nestle Indonesia value chain activities 

Despite the fact of Indonesia population boom during the era of 1970, Nestle 

investment move could be seen more as an effort to sophisticate Indonesian 

consumer through better product portfolio (market quality) instead of directly 

aiming for the country market size potential. Moreover, increasing consumer 

demand has been quoted as the reason behind every Nestle green field 

decision in Indonesia. In other words, establishment of plant is intended to 

balance consumer demand and production supply which in the end implies 

better service and improve customer’s satisfaction. Based on this analysis, 

Nestle FDI motivation would be best regarded as a mix between marketing 

and efficiency seeking. Following this, Nestle Indonesia would relatively put 

more attention to inbound logistics, operations, outbound logistics and 

marketing and sales compare to other value activities.  

Inbound logistics deals with how Nestle able to secure sufficient input to its 

production. Smooth plant operation determines Nestle capability in providing 

supply of end products to fulfill demand of Indonesian consumers. Outbound 

logistics associates with product distribution, how Nestle ensure the 

production output reach end consumers. Here, Nestle does not work directly 

with consumer as end user of its products, but also distribution counterparts 

such as retailers and third party logistics. Lastly, marketing and sales activities 

enables Nestle to improve market quality. These value activities closely 

related to operation activities as it plays critical role on guiding how Nestle 

should manage its plant production capacity and capability. Declining demand 

would result to overproduction hence constitutes additional logistic cost, while 
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opposite situation would hurt Nestle reliability in front of consumer as result 

of dissatisfaction from unfulfilled demand. 

4.1.2 Nestle social activities 

Previously reported as “Corporate Social Responsibility”, Nestle globally 

started using the wordings of “shared value” in its 2007 report. “Creating 

Shared Value” then defined as “profitable responsible business” which come 

out respect to business and environment and is intended to adverse business 

impacts on the value chain and maximize positive contributions to Nestlé, 

shareholders and society.  

Based on this interpretation, Nestle divided its social activities into three areas 

namely agriculture and sourcing, which includes, agricultural and local 

supplier development, purchasing practices (e.g. direct sourcing), sustainable 

agriculture/supply chain approach and initiatives; environment and 

manufacturing, which covers environmental practices, labor health and safety, 

workforce development, food safety standards and distributor development; 

and lastly products and consumer which works on new or reformulated 

products for nutrition, health and wellness, increased knowledge of 

nutrition/health, base of the pyramid and public-private partnerships. 

Highlights of Nestle interpretation on business and society intersection is on 

corresponding positive contributions between business and society while 

imbalance could be hinted although clear measure and weight of value were 

not mentioned. In 2008, CSV was called as ‘way of doing business’ and the 

three key focus areas of nutrition, water and rural development were built as 

part of Nestle differentiation strategy which aimed to distinguish Nestlé from 

other companies (Table 5). 
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Table 5 Changes in Nestle Social Activities' Focus Area 

 2007 

Focus Area Agriculture and 
Sourcing 

Environmental and 
Manufacturing 

Products and 
Consumers 

Value to 
Nestle  

1. Traceability 
2. Quality assurance 
3. Reliable supply 
4. Committed 

growers 
5. Improved cost 

management 
6. Sustainable ROI 

1. Increased 
production 

2. Reduced costs 
3. Reduced 

consumption of 
resources and 
generation of waste 

1. Entry into 
new/growing 
markets 

2. Wider brand 
recognition 

3. Consumer trust 
4. Product and 

brand 
differentiation. 

Value to 
Society 

1. Scalable standards 
of economic 

2. Social and 
environmental 
sustainability 

1. fewer resources 
used 

2. Reduced 
environmental 
impact 

3. Employment 
opportunities. 

1. access to range 
of affordable, 
nutritional 
products 

2. Increased 
awareness of 
health/nutrition 
issues. 

 2008  

Focus Area Nutrition Water Rural Development 

Value to 
Nestle  

1. Maintain market 
leadership 

2. Ensure sustainable 
business 

Ensure sustainable 
business 

Improve access to 
quality raw materials 

Value to 
Society 

Provide better nutrition Ensure global food 
security 

1. Increase 
productivity 

2. Raise farmers 
standard of 
living 

3. Serve as 
platforms for 
economic 
development in 
the surrounding 
region 
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The following year, Nestle put quantitative measure under each key focus area 

as way to recognize tangible shared value. By region CSV report is also 

available. As of 2012, Nestle globally reported CSV and Corporate 

Governance in separate reports while keeping the three focus area. As one of 

the subsidiaries, Nestle Indonesia released similar reports on local activities.  

Under health and nutrition, Nestle runs Healthy Kids program which targets 

young Indonesian and consists of activities that intended to create awareness 

and promote knowledge on importance of nutrition, self-hygiene and physical 

activities. Environmental responsibility initiatives cover all efforts to reduce 

resources usage and water management. In rural development, the 30 years-

old Nestle dairy farm assistance covers activities of providing technical 

consultation and financial support to the dairy farmers surrounds existing 

operating plant. The later will be examined further as case study. 

Nestle assistance to dairy farmer is not a new thing and has been practiced in 

many other countries such as Pakistan and China. For Nestle Indonesia, 

program background can be summarized as needs to balance supply and 

demand. During the period of establishment in 1970s, there was insufficient 

supply of fresh milk from local production which then fulfilled through import 

of solid milk while based on expertise findings capacity of Indonesian dairy 

farmers in producing fresh milk might be boosted by upgrading the whole 

supply chain, from cow to plant. Similar pattern was repeated in explaining 

the case in 1985 when Nestle Indonesia faced increasing consumer demand 

hence once again in need to boost its local production capacity. Understanding 

these farmers are located in rural area were lacked in knowledge and limited 

in capital, the dairy farm assistance was created. 
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In collaboration with agronomist and managed internally under its 

procurement division, technical assistance and knowledge transfer on how to 

improve quality of livestock. With healthier cattle, farmers’ productivity 

increase and this means increasing input for production. Collaboration with 

local cooperatives backed up farmers’ financial position and enabled 

affordability to upgrade required facilities such as purchasing of cooling 

equipment, an important instrument to maintain quality of fresh milk. 

Nestle dairy farm assistance was developed based on its core competence of 

manufacturing dairy products. The technical assistance provided to farmers is 

based on company knowledge and experience in the food industry which 

reflects Nestle competitive business area. The activity was performed after 

identification of imbalance between consumer demands and production 

capacity which corresponds to weakness on inbound and operation value 

activities. The overall supply chain then reviewed starting from the base 

inbound logistic point, the cow that produce milk, to company plant. At the 

same time, Indonesia farmers are in need to level up its milk capacity 

production while lack in knowledge on how to do. Lastly, through 

collaboration with local cooperatives, synergy is created. Farmers, local 

cooperatives and agronomist depict creation of clusters which all together gain 

positive impacts.  

Farmers benefit from increasing income and are now equipped with upgraded 

farming skills. Cooperatives benefit from job creations which absorb human 

resources and reduce unemployment. Procurement department get its job done 

by ensuring sufficient input for factory operation.  



４５ 

 

4.1.3 Nestle Indonesia’s dairy farm assistance impacts on competitiveness 

Social benefit entails from execution of the program is improved farmers 

income behind increased production capacity and quality. Corporate benefit 

derived from higher fulfillment rate as a result improved ability of meeting 

consumer demand. This way more happy consumers is created, farmers 

gained skill and experience and Nestle Indonesia got better revenue by being 

able to respond to available demand through improved supply chain and raw 

material. 

Following the corporation typology, Nestle Indonesia has been acting as 

Smart Corporation. The education to dairy farmers can be regarded as social 

responsibility and the cost mandated by Indonesian law constitutes the cost of 

education transfer to dairy farmers where Nestle need to fund the lecturer, 

equipment and facilities. As the market leader in milk category, Nestle has 

leveraged its best practice and knowledge in the industry to help the society 

while at the same time achieve economic benefit. Through the dairy farm 

assistance, which also reapplied to Indonesian chocolate and coffee farmers, 

Nestle Indonesia not only granted stable supply and improved production 

related function but also procurement and marketing and sales activities. 

Incorporating these findings to the analysis on Nestle FDI motivation in 

Indonesia, Nestle Indonesia has been able to improve the value activities that 

are really important to them and in addition its procurement activities as 

illustrated in Figure 5.  

Through the dairy farmer assistance not only production size increased but 

quality of milk-based product also improved hence competitive advantage was 

created through differentiation instead of cost leadership.  
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Figure 5 Impacts on Competitiveness: Nestle Indonesia 
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4.2 Unilever Indonesia 

Running business for more than a century in the consumer goods industry, 

Unilever is known best for its brands. As of 2012, the Anglo-Dutch MNC 

reported operations at more than 190 countries with 173,000 employees 

including Indonesia. 

Unilever investment foot print in Indonesia was recorded as early as 1933, way 

before the country earned independence from Dutch long time colonialism 

through the establishment of PT. Unilever Indonesia Tbk (henceforth Unilever 

Indonesia). As of today with its 2 subsidiaries, Unilever Indonesia is operating 

six factories at industrial area in outskirt Jakarta area and two factories in East 

Java, with its head office in Jakarta. Products are sold through a network of 

about 500 independent distributors covering hundreds of thousands of outlets 

throughout Indonesia and distributed via its own central distribution centers, 

satellite warehouses, depots and other facilities.  

4.2.1 Unilever FDI motivation and Unilever Indonesia value chain activities 

Unilever products was initially supplied to Indonesia through import back in 

1920s and finally decided to enter the country as wholly owned subsidiary in 

1930 with motivation to grab first-mover advantage. Unilever strategy was 

first to create the market and only after that sophisticate it with more high-end 

products (Urip, 2010). In order to achieve this goal, Unilever Indonesia 

introduced smaller packaging for its personal care products such as 12.6 ml 

sachet shampoo for its hair care brand Sunsilk and 25 gram tube for Pepsodent 

tooth paste together with “community education”, in order to overcome 

purchasing barrier of  Indonesian low income consumers.  
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Today, Unilever Indonesia categorized their brand as targeted to multi-tier 

consumers, from the crème de la crème level to rural low income consumers. 

For example its Citra and Ponds skin care brand. Citra targeted to low and 

middle income young woman while Ponds main consumers are middle to high 

class woman. These differentiations can be sensed through each brand media 

selection and content for commercials and how each brand is represented in 

actual retail stores. 

Although also engage in manufacturing activity, Unilever FDI motivation in 

Indonesia can be concluded as mainly for market seeking. Thus, the most 

important activity is marketing and sales and is supported with operations and 

outbound logistics functions. 

4.2.2 Unilever Indonesia social activities  

Unilever concern in social and environmental area is clearly captured in the 

latest issue of annual report where financial measures such as sales, operating 

cost and cash flow are reported separately from non-financial measures which 

track the progress in health and hygiene, nutrition, greenhouse gases, water, 

waste, sustainable sourcing, better livelihoods and people. 

Unilever social activities is pledged under the name of Unilever Sustainable 

Living Plan with three main objectives of helping more than 1 billion people 

throughout the world to improve their health and well-being, obtaining 100% 

supplies of agricultural raw materials from sustainable sources and reducing 

the environmental impact caused by Unilever operations and products by half 

across the entire value chain. This plan serves as global guidelines to all 

Unilever subsidiaries. 
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Social and environment related activities performed by Unilever Indonesia, 

correspond to one of three objectives in the above plan while observed to be 

titled with specific brand. For example Lifebouy hand washing campaign, 

Pepsodent dental and oral care education under the improving health and well-

being initiative, Bango traditional food conservation and Blue Band campaign 

to fight hunger and malnutrition under enhancing livelihoods agenda.  

On top of the above brand activities, Unilever Indonesia has been engaging in 

philanthropic activities such as Molto Ultra campaign during Ramadhan, the 

biggest festive season in Indonesia, where some portion of the brand sales 

during the month is used to buy new clothes and prayer items which then 

donated to orphans in Indonesia. Similarly with Lifebuoy, in collaboration 

with local retailer, a portion of revenue from sales of Lifebuoy shampoo and 

soap at 1,100 Alfamart outlets throughout Java, is donated to the 

underprivileged, specifically to street children through an emergency school. 

From these cases, which one is CSR and which one is CSV? How execution 

of these social activities impact overall Unilever competitiveness? Lifebuoy 

hand washing campaign is picked as representative case given the brand is 

Unilever Indonesia current biggest brand.  

When H1N1 and SARS grant the pandemic status, hand-washing is said to be 

one of the preventive action at medical facilities and at home (WHO Interim 

Guidelines, 2007: 82-84). From the business stand point, this momentum can 

be seen as opportunities to enter and grab share in antibacterial soap category. 

Separately, based on its self-conducted study, Unilever learnt that there is also 

an opportunity to increase volume of hand washing soap as consumers only do  
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hand-washing 1/3 than claimed (on selected countries surveyed, it was 

identified that only 17% mothers wash their hands with water and soap after 

toilet while 51% wash only with water).  

Combining the global issue and insight on consumer habit, Unilever sees the 

opportunity to grow its hand-washing soap category by grabbing new 

consumer (one of the source is getting mother who previously only wash with 

water to start using soap) and at the same time get the existing user use more 

hand-washing soap and introduced the hand washing campaign. To further 

support the cause, Unilever, together with other MNCs such as Procter and 

Gamble and Colgate-Palmolive, joined the international coalition Global 

Public-Private Partnership for Handwashing (PPPHW). 

Aiming at Unilever Indonesia core competence in brand building and 

expertise on changing consumer’s habit, Lifebuoy hand washing campaign is 

clearly target MNC competitive area. The campaign suggestion to promote 

personal hygiene also developed following social needs on pandemic health 

prevention. Collaboration with PPHW has proven helpful in spreading the 

campaign globally. But can opportunity to enter and grab share in antibacterial 

soap category is intended to overcome weakness in the overall Unilever 

Indonesia value chain? Under the situation where Unilever Indonesia overall 

market share in Indonesia is saturated or declined, the situation represents 

weakness in the value chain. But if not, instead of treating the campaign as 

effort to overcome weakness, it is better seen as effort to enhance strength in 

the value chain. 
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4.2.3 Lifebuoy Hand Washing Campaign impacts on competitiveness 

Society benefits from the hand-washing campaign through improvement in 

public health. On the other hand, corporate benefit is created from the 

increasing market size coming from new consumer of hand bacterial soap and 

increased hand washing frequency. Following Unilever market seeking 

motivation, the campaign is definitely enhanced the important marketing and 

sales opportunity but not affecting other activities (Figure 6). Although can be 

immediately viewed differentiated marketing plan, the campaign can be easily 

copied by competitors selling anti-bacterial soap or potential substitutes such 

as hand sanitizers and wet tissue. 
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Figure 6 Impacts on Competitiveness: Unilever Indonesia 
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4.3 Samsung Electronics Indonesia (SEIN) 

Listed at 14th position of the annual Fortune Global 500 latest issue in 2013, 

Samsung Electronics Corporations (SEC and henceforth Samsung) is an MNC 

in information and technology industry and affiliated to the South Korean 

conglomerate, Samsung Group.  Its business is divided into three main category 

of consumer electronics, which comprise visual display, digital appliances, 

printing solutions and health and medical equipment; IT and mobile 

communications, consists of mobile communications, networks and digital 

imaging; and lastly device solutions, which includes memory, system LSI and 

LED business. As of 2012, Samsung’s worldwide operations were reported with 

197 offices and facilities in 72 countries world. Samsung Electronics Indonesia 

(henceforth, SEIN) is one of the subsidiaries. As of today, actual operation of 

SEIN in Indonesia is labeled as SEIN – P and SEIN – S11, each indicating 

branch’s activity of production and sales.  

4.3.1 Samsung FDI motivation and SEIN value chain activities  

Korea FDI outflow to the world was recorded to be dramatically increased 

between the period of 1985 to 1990, mainly driven by the country internal 

disadvantages of high wage rates and strong labor union accompanied by 

foreign exchange appreciation as aftermath of Plaza Accord, coupled by 

import restrictions imposed by its trading partner. At the same time, Korean 

corporations were able to possess ownership advantage from accumulated 

trading experience (Lee, 1994).  

11 SEIN – P is listed under SEC production network and stands for PT. Samsung Electronics 
Indonesia of Production located in Cikarang, West Java, while SEIN – S of PT. Samsung 
Electronics Indonesia of Sales is operating in Jakarta. Naming of SEIN is useful to identify core 
work of each subsidiary office while overall SEC subsidiary in Indonesia is recognized under a 
single name of SEIN. 
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Through the application of standardized mass production system, Korean 

consumer electronics industry made considerable progress in term of 

technology and product diversification hence gained competitiveness in low-

to-medium priced products in 1980s era. Following the aforementioned 

disadvantages at home, corporations in consumer electronics industry, 

including Samsung, decided to start investing in Southeast Asia aiming at the 

region adequate labor supply, low price of industrial estates and market size 

potential. Korean producers investment decision has made their suppliers 

followed the investment steps. 

At first, Samsung major investment for production was happened in Thailand. 

By that time, Korean consumer electronics producers made clear 

diversification on their products. High value products were produced in Korea 

while low added-value, standard products, were produced in their Southeast 

Asia subsidiaries. For example, television produced in ASEAN countries were 

mostly 14 inches while Korean parent company produced monitors greater 

than 17 inches.  

Later, huge transportation cost of distributing consumer electronics products 

in Indonesia has made Samsung decided to locate production in the country 

together within consumer market. Moreover, Indonesia’s population is a 

promising potential demand for Samsung products.  At that time, marketed 

product for Indonesian consumers was mainly refrigerator while production 

has expanded to include high-end electronics parts such as CD-ROMs, DVDs, 

DVD-Ws and CD-RWs. Samsung subsidiary in Indonesia, SEIN is the hub for 

Samsung’ s DVD production (Park, 2010.)  
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As of today, Samsung continues to introduce new high-end products in order 

to maintain competitiveness. As reported by the Jakarta Globe, SEIN sales 

target in Indonesia for 2012 was aimed at 1.5 Billion USD and pinned mainly 

from cell phones and house hold appliances which contributes to respectively 

55 to 60% and 35 to 40%  business salience while continue selling computer 

monitors and printers. With this goal achieved, Indonesia contributes to 1% of 

total Samsung global sales and become second largest sales contributor in 

Southeast Asia. 

Although overall Samsung FDI motivation in Southeast Asia was mainly 

efficiency seeking, where MNC aimed at home country adequate cheap labor, 

Samsung investment in Indonesia was found to be more towards market 

seeking of cost minimization where distribution costs to supply domestically 

is cheaper than supplying from a distance coupled with opportunity in seizing 

larger market size. As observed over time, through the continuous 

introduction of high-end products, Samsung is aiming to sophisticate 

Indonesian consumers which constitute market quality. By carrying these 

motivations, SEIN would focus its activities on marketing and sales and 

outbound logistics followed by operation activities to support its function as 

hub for certain product production.  

4.3.2 SEIN social activities  

Samsung reported its social activities in the annual Sustainability Report as 

part of material issues which believed to influence its sustainable performance. 

The term value creation can be found in its 2012 report while Samsung has 

clearly distinct CSR and CSV in the latest issue.  
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CSV was directed towards product development such as Triple Protection TV 

which claimed to bring social benefit from the repair/replacement cost 

reduction and at the same time provide business benefit from increasing sales 

and market leadership in Africa, while under CSR culture and arts, academic 

exchanges and social caused driven activities were placed under. Prominent 

highlight of this social contribution is the Hope for Children which has been 

continuously expanding from 30 countries in 2011 to 50 countries in 2012. 

Some execution examples listed under the initiative are the solar-powered 

internet school in South Africa, Global Civic Sharing joint library in Do Doy 

Hanoi, Vietnam and a digital center in Barreinha, Brazil in collaboration with 

Amazonas Sustainable Foundation. Although not officially reported in the 

sustainability report, under Hope for Children initiative, SEIN has introduced 

a program called House of Hope (Rumah Belajar Samsung). 

Prior to House of Hope, SEIN social activities in Indonesia were previously 

listed under regional initiative of Samsung Hope which on 2006 alone, 

Indonesia was granted 12% share of 78,733 USD allocations. This fund then 

channeled through three local foundations namely Sanggar Alang@lang, 

Kampung Halaman foundation and Bahtera Indonesia foundation. Neither 

detail documentation nor publication published on public domains on what 

kind of activities executed by these foundations, who are the grantees and how 

these activities were being to the donor indicating weak control and 

supervision on fund utilization. 

Partner with Foundation of Love for Indonesian Youth Yayasan Cinta Anak 

Bangsa (YCAB), SEIN introduced House of Hope, an engineering vocational 
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center for the underprivileged youth in Indonesia which provides technical 

and customer service skills education including classes for mobile phones, 

audio video, IT, home appliances and factory operator. Instead of targeting 

university student level which served as Samsung’s talent pool of IT engineers, 

the program aimed at high school students.  As of today, two centers are 

operated in Cikarang, West Java and Duta Buntu, West Jakarta. In 2012 first 

batch graduation ceremony, it has been reported that 20 students had 

internship in Samsung Service Center and 4 of which were successfully 

recruited to work full time in Samsung Service Center (YCAB, 2012). 

Although Samsung may simply regard the House of Hope execution as CSR, 

the activity actually has enabled SEIN to respond both social needs and 

overcome business opportunity. Despite of the declining total unemployment 

after 2006, unemployment at youth ages is observed to decline at faster pace 

but higher rate. As of 2009, Indonesia unemployment at youth ages was stand 

at 22.2%, way above unemployment at all ages which is at 6.6% recorded at 

with 22.9% in 2009 Indonesia (Figure 7).  

On business side, according to Samsung 2009 Customer Service Delight 

Report a 10% increase in customer inquiries and grievances of was found 

while sales at the respective year was recorded a steady annual growth of 

18.9%. If similar trend is assumed to apply similarly to Samsung subsidiaries, 

SEIN then need to look after its after-sales activities, on top of the existing 

production and sales activities. Moreover, bad service will create unsatisfied 

consumer which will lead to loss sales as a result of brand switching.  
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House of Hope execution is obviously based on SEIN competence as 

experienced MNC in IT industry and targeted at its competitive area of 

manufacturing consumer electronics products. The customer service skill 

provided is different from general skill in service industry but based on 

technical or engineering skill such as electrical components and product 

mechanics. The program can also be perceived as a respond to increasing 

consumer complaint on after sales service which indicated weakness in 

service activities. As the program targets Indonesian youth which correlates to 

the country’s social issues of unemployment at youth ages. In order to find 

and select student candidates, SEIN leveraged local foundation expertise and 

knowledge. 

 

Figure 7 Indonesia Unemployment Rate (Period 2000 – 2012) 

Data for unemployment at youth ages only available until 2009 
Source : World Bank (Author Calculation) 
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4.3.3 SEIN House of Hope impacts on competitiveness 

Following the corporation typology, SEIN is acting as Smart Corporation. 

Although House of Hope direct impact to decreasing youth unemployment 

need to be exercised further, the program supports creation of “ready to work” 

skilled labor and gives better way for employment to the Indonesian society. 

As reported, 4 students have been immediately hired upon graduation to 

Samsung Service Center. To SEIN, the donation made on the whole building 

and facilities creates talents with technical expertise in the products currently 

sold to Indonesian market. This way, complaints can be handled better and 

faster as after sales activities are handled by local people.  

Incorporating these findings to Samsung motivation in Indonesia, SEIN has 

been able to improve the after sales performance which connects to sales and 

marketing function together with human resource management. (Figure 8) 
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Figure 8 Impacts on Competitiveness: SEIN 
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4.4 Krakatau POSCO  

Began as state-led initiatives, South Korea steel industry has been growing and 

is recognized as the country key industry with high impact on the inter-

industries and has played a crucial role in economic growth by steadily 

providing materials to demand industry such as automobile, shipbuilding and 

construction. According to Korea Iron and Steel Association (KOSA), as of 

2009, the industry contributed to 2.1% GDP and investment made by steel 

industry constitutes 19.4% share to overall investment in the manufacturing 

industry. Claiming 5th position of World Steel Association 2012 top steel-

producing company list, there is POSCO, the South Korean main steel 

producers which had completed privatization on April 4, 2000. 

POSCO domestic operation Korea is divided into 7 business unit of steel, 

engineering and construction (E&C), trade, ICT, energy, material chemistry and 

support (including research institute). POSCO presence abroad is mainly 

located in  North and Southeast Asia.  

Although has been operating in steel and various non-steel industry under 

several companies in Indonesia such as PT POSCO E&C Indonesia and PT 

DEC Indonesia in construction, PT RISMAR Daewoo Apparel in clothing 

business and PT Bio Agrindo in forest resources development, the most 

recognized investment made by POSCO in Indonesia is the 2009 joint venture 

with Indonesia’s largest steel producer, Krakatau Steel. The partnership 

concludes 70 : 30 ownership for respectively POSCO and Krakatau Steel. By 

the end of 2013, Krakatau POSCO is scheduled to start its USD 3 Billion 

integrated steel mills in Indonesia. 
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4.4.1 POSCO FDI motivation and Krakatau POSCO value chain activities  

COREX is the only new commercial iron-producing process used until today 

and POSCO has been using this process since 1995 to produce 600,000 tons 

of iron a year. Meanwhile, POSCO has also developed new technology of 

FINEX process which is an innovative new iron-producing process that does 

not require preparation stage of the iron ores or other source materials 

including the Cokes and sintering processes. This way, steel production could 

be performed with less investment and generates no pollutants. Using this new 

developed technology, POSCO would be able to gradually increase the 

production to 1 million tons. Was POSCO overseas investment decision 

intended to strengthen its ownership advantage in steel-producing technique?  

By implementing the imbalance theory (Moon and Roehl, 2001) into the case 

of POSCO investment in Brazil initiated back in 1979 with Companhia Vale 

do Rio Doce (CVRD), the world's largest producer of iron ore, the reason why 

POSCO come to Brazil was to exploit its natural resources in order to secure 

sufficient supply for its steel production and not to enhance specific advantage 

in technology. POSCO realized that they won’t be able to fulfill the increasing 

domestic and foreign demand on steel if continues to rely on South Korea iron 

ore reserves. Moon (2007) identified POSCO natural-seeking motive behind 

its investment to Brazil meanwhile sign of supporting investment motivation 

can be found following the presence of its Rio de Janeiro office which 

supported by POSCO Investment Co., Ltd. Similar motivations can be 

withdrawn for Krakatau POSCO. 
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Although Indonesia makes up a large market with excellent steel consumption 

potential, as 12.5 million tons of steel are necessary for economic growth, but 

mostly reliant on imports, but annual steel consumption per person is only at 

50kg, less than one-twentieth that in Korea. Therefore, instead of aiming to 

serve Indonesian market, the  Southeast Asia’s first integrated steel mills is 

intended more towards fulfilling overall demand on steel. Carrying these 

motivations, Krakatau POSCO then would relatively put more importance on 

operation activity together with procurement and inbound logistic considering 

the function of iron making, steelmaking, and steel plate production facilities. 

4.4.2 Krakatau POSCO social activities  

POSCO stated 3 main areas in the relation to corporation sustainability: social 

contribution, environment and energy, and partnership. Listed under social 

contribution are talent nurturing program and education related activities 

conducted by POSCO owned foundations such as TJ Park Foundation and 

POSCO Educational Foundation, regional community activities such as 

cultural events and development of tourism resources and various volunteer 

services which executed jointly with non-profit organizations social volunteer 

programs and volunteer groups. POSCO also recorded numerous volunteering 

activities such as POSCO family volunteers’ sharing Saturday and free soup 

kitchen events, POSCO university student volunteer group which built houses 

abroad, and those related to disaster relief activities.  

Although production only scheduled by 2013, Krakatau POSCO has engaged 

in various social activities in Indonesia. In the area of public health, activities  
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such as blood donor and free health checkup dedicated to citizen of Cilegon, 

location where the integrated steel mills is planned to be operated, is 

conducted.  

During the festive season of Ramadhan, donation in form of cash and products 

is also reported. Donations were also made in form of school facility and local 

athlete sponsorship. Environment related activities were also conducted such 

as routine flood prevention (clean-up day) and tree planting performed by 

Krakatau POSCO employees.  

Looking at CSR activities published in Krakatau POSCO website and what 

POSCO stated as main focus areas for its corporate sustainability, it is 

difficult to conclude any connection or comprehensiveness. For example, 

Krakatau POSCO school facilities donation and local athlete sponsorship did 

not perform through and connect with any of the existing POSCO foundations.  

Overall Krakatau POSCO social activities can be categorized as philanthropic. 

Neither of the donations or volunteering events was based on its core 

competence as steel producer nor leveraged its strength in production 

technology. Instead of carefully figured out weakness in the value chain, these 

philanthropic actions might perceived coming out as general practice an MNC 

often performed abroad. But considering high resentment on the joint venture, 

these activities may be regarded as efforts to overcome anti-foreigners attitude 

shown by Indonesia given the image of national strategic asset exploitation by 

foreigners, which may harm Krakatau POSCO future operations activity.  

4.4.3 Krakatau POSCO philanthropic activities impact on competitiveness 

If the philanthropic activities then truly based on preventive background of 

securing future productions against the risk coming from the anti-foreigner 



６３ 

 

attitude, then Krakatau POSCO is acting as Good Corporation where the 

social benefit created came at corporate expenses. The social benefit also can 

 predicted as short term and not sustainable. For example locals who received 

cash during Ramadhan may treat this as additional income to fulfill their daily 

needs while long term welfare could not be guaranteed. Same thing apply for 

the free medical check-up and employee cleaning day activity.  

As analyzed, POSCO main investment motivation is to overcome 

disadvantages at home from shortage of natural resources. If Krakatau 

POSCO able to produce high quality steels from its integrated still mills in 

Indonesia, it will gain cost advantage for producing high quality steel with 

relatively lower cost. Can the currently performed philanthropic activities help 

POSCO achieving its investment goal in Indonesia? Only when it linked to its 

core competence hence able to emphasize as much as possible activities in 

which it has superior scale.  

4.5 Discussion 

Who is the most competitive MNC based on the above case study analysis? As 

the dairy farm assistance influence more value activities of Nestle Indonesia 

compare to SEIN House of Hope program, is it correct to conclude that Nestle 

Indonesia is more competitive than SEIN? Back to the basic definition, 

competitiveness deals with certain position relatively within the industry 

corporation is doing business in. Following this, all things being equal, Nestle 

Indonesia is more competitive compare to other food and beverage consumer 

goods MNC as the dairy farmers assistance activity has enable production of 

high quality milk-based product from the better cattle quality and improved 
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supply chain. This way the improved value chain activities served as potential 

source of uniqueness for competitiveness. 

Can the Krakatau POSCO case be viewed as failure case of CSV? Conceptually 

can CSV go wrong? Until today, MNC practice on social contribution is often 

goes as donation. CSV did not suggest for corporation, including MNC, to not 

do any donation. From House of Hope case, the building and facilities of the 

vocational tools is funded by SEIN. This constitutes donation. To maximize the 

donation, SEIN collaborate with YCAB, behind the motivation of maximizing 

the program and leverage the knowledge and expertise of local foundation in 

conducting youth related program. What Krakatau POSCO should reconsider is 

on how to link the current donation with focus on its area of expertise.  
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CHAPTER V CONCLUSION AND IMPLICATIONS 

Set off from the needs for further empirical research on CSV, this thesis has 

demonstrated how the concept enhanced competitiveness through reconstruction of 

social activities performed at operational level. Instead of destructing existing studies, 

through study on CSR literatures, CSV is found to go beyond the ethical and legal 

element nature of responsibility and able to simultaneously create corporate and social 

benefits from synergy between business opportunity and society needs.  

 With four steps strategy of CSO for competitiveness, CSV concept has been extended. 

Its transforming power can be better understood as a result of changing what used to 

be treated as “responsibility” to “opportunity” hence  makes way for improving 

corporation relative cost and differentiation position. By integrating CSV to existing 

FDI literatures, this thesis emphasized the role of MNC and how application of CSV 

supports MNC to achieve its investment objective by improving or strengthening the 

relatively important value activities. Focus on value chain activities is influenced by 

MNC’s certain FDI motivation. 

From Nestle Indonesia dairy farm assistance analysis, application of  four steps 

strategy has created both corporate and social benefit.  Operation, outbound and 

marketing and sales activities that are most the important has been improved and 

expanded to inbound logistics and procurement. Not only the increased production 

made Nestle Indonesia able to meet Indonesian demand, improved supply chain and 

cattle has helped the MNC expanding its non-priced value position from 

differentiation derived from high quality milk-based product. By doing this, Nestle 

Indonesia has moved beyond Good Corporation that abides law and act ethical to 

Smart Corporation.  
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Following the analysis on Lifebuoy hand washing campaign, Unilever Indonesia has 

successfully solidified its market leadership in Indonesia. While campaign was 

constructed using Unilever experience in shaping consumer behavior,  it can be 

viewed as act to strengthen current brand positioning in the market instead of to 

overcome weakness in its marketing and sales activity.  

Although SEIN House of Hope program seems to be out of radar from the overall 

Samsung social contributions master plan, it actually has been able to create shared 

value as it would help Indonesia lower its youth unemployment and at the same time 

produce corporate benefit in form of access to workforce and improved speed in after 

sales service. The donation made in form of building and facilities was not come out 

of mere generosity for image and reputation but was specifically targeted to facilitate 

learning to build technical expertise on products currently sell to Indonesian market. 

Krakatau POSCO philanthropic activities may create good image but would not help 

in strengthening relative cost position nor differentiate it from competitors. To the 

society, donations and free events provides short term improvement to local 

community welfare but will not last in the long run. To Krakatau POSCO itself, the 

good deeds certainly come at corporate expenses. 

Based on these insights, business sector may relook at their existing strategy in 

managing business and business area. As shown by Nestle and Unilever case, even 

when host country mandates CSR and by law prescribes it as a responsibility, MNCs 

has proven able to create corporate benefits while fulfilling the legal requirement and 

be ethical. For government sector, the analysis would assist formulation of ‘business 

friendly’ policy related to investment and social responsibility. Instead of applying 

“carrot and stick” government is suggested to play the role of guiding MNCs 

identifying social and environmental issue to work on.  
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Annex I 

Chapter IX Article 15 of 
2007 Indonesian Investment Law No. 25 

 

Every investor is required to:  

(1) Apply the principle of good company management 

(2) Implement the company’s social liability 

(3) Make report on investment activity and submit it to the Investment Coordinating 

Board 

(4) Respect cultural tradition of communities around the location of investment 

business activity 

(5) Comply with all of the rules of law 
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Annex II 

Chapter V Article 40 of 
2007 Indonesian Corporate Law No. 74 

 

(1) The Company having its business activities in the field of and/or related to natural 

resources, shall be obliged to perform its Social and Environmental Responsibility. 

(2) Social and Environmental Responsibility as referred to in paragraph (1) shall 

constitutes the obligation of the Company which is budgeted and calculated as the 

cost of the Company, implementation of which shall be performed with due 

observance to the appropriateness and fairness. 

(3) The Company which fails to perform its obligation as referred to in paragraph (1) 

shall be imposed with sanction in accordance with the provision of regulation. 

(4) Provision regarding Social and Environmental Responsibility shall be further 

regulated with a Government Regulation. 
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국문초록 

 

이 논문은 기업이 했던 사회 활동을 재고하여 공유 가치 창출 ‘CSV’ 개념이 기업의 경

쟁력에 미치는 영향을 분석하였다. 해외 직접 투자 시나리오에 개념을 통합함으로써 

다국적 기업의 사회 활동을 법으로 규제하고 있는 인도네시아에 투자한 4개 기업의 케

이스 분석을 하였다.  

네슬레 (Nestle) 인도네시아의 “낙농업의 지원”과 삼성 전자 인도네시아 “희망의 집”

은 각각 기업의 가치 사슬 안에서 취약한 부분과 사회에서 가장 필요로 하는 부분을 

연결함으로써 제품과 인력 경쟁력을 강화시켰다. 네슬레 인도네시아는 유제품의 차별

화로 기업의 경쟁력을 강화하였다. 마찬가지로 삼성 전자 인도네시아는 기술 및 고객 

서비스에 대한 교육을 제공하여 애프터 서비스의 향상과 인도네시아 현지 고용에 접

근할 방법을 얻게 되었다. 유니레버(Unilever) 인도네시아는 취약한 부분을 파악하는 

대신 경쟁력 있는 부분을 더 강화하였다. 반면에 크라카타우 (Krakatau) 포스코는 가

치 사슬과 연결시키지 않음으로써 기업의 경쟁력과는 직접적인 연결을 시키지 못했다. 

따라서 다국적 기업은 기업 뿐만 아니라 친화적인 투자 정책을 위한 정부의 역할에도 

많은 시사점을 남긴다. 

주요어 

공유 가치 창출 ‘CSV’, 기업의 사회적 기회 ‘CSO’,  

경쟁력, 다국적, 해외직접투자 

학번.: 2012 – 22816 
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