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Indigenous nursery run by Cerveceria Hondurefa to promote community
reforestation efforts.

CH plays a prominent role in Honduras not only due to
its commercial presence but also because of its Corporate
Social Investments (CSI) and, more broadly, its ‘devel-
opmental” activities that generate valuable public goods
for the country. CH’s priorities in this ‘space’ focus on
education, the environment and, more recently,
enterprise development. This section deals
with each of these contributions.

Hondurans are justly proud of
their country’s natural beauty,
which they also recognize as
an important source of tourist
revenues. Sandwiched between
the Caribbean Sea and Pacific
Ocean, with undulating hills and
mountains in between, there is
little doubt that Honduras could
emerge as a compelling destination

for a growing number of international
travellers (including from other parts of
Central and South America). In order to play

this role, however, and to attract foreign investors into
this and indeed any other sector of economic activity,
Honduras will need to make a firm commitment to envi-
ronmental protection.

For a company like CH, whose very lifeblood is clean
water, environmental protection is a natural extension of
its business activities. For this reason the company joined
forces with the World Wildlife Fund (WWF) in March 2009
to develop a series of joint projects aimed at reducing
its water and energy consumption. These efforts build
on CH's long-standing commitment to reduce its envi-
ronmental footprint, including a number of projects that
are novel within the SABMiller family.

CH’s single largest CSI investment, equal to about USD
90,000, goes to environmental programmes which
have several objectives: first, to promote environmen-
tal awareness among the country’s youth; second, to
provide trees for reforestation and to create a new ‘forest
for the future’; and third, to create reservoirs to feed
local aquifers. In a related vein, the company has taken
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major steps toward increasing the efficiency with which
water is used in its brewery and soft drinks operations.
Whereas CH used 7 litres of water for every litre of beer
produced in 2006, it has reduced that to around 4 litres
and is looking to reduce that further still, to 3.6 litres.

The company is also taking leading-edge steps to reduce
its carbon footprint. In particular, it is capturing methane
from its waste products and using that gas to run its
machines. As a consequence, CH hopes to be one of the
first companies in the SABMiller family to garner carbon
credits from its operations. Further, the company gets
much of its fuel from biomass, a residual of its sugar-
cane production.

CH'’s other major CSI investments are found in the
education arena. In particular, the company has backed
two school projects that are again related to its ongoing
operations, but in quite different ways. Still, both projects
reflect the company’s targeted commitment to human
capital formation in Honduras.

The first school, Azunosa,” was designed with a very
specific objective in mind: to eliminate the use

of child labour in the independent and
company owned sugarcane fields where
the company buys this product.
Traditionally, children have been
extensively used in the agricultural
sector, and sugarcane harvesting
in Honduras has been no excep-
tion to this rule. Hondurans have
long been sensitive to the waste
of human capital that occurs

domestic and international pressure
groups have targeted child labour
practices in agricultural communities. CH
decided that children would be better off in
school and it decided to build one for the families of
sugarcane farmers and the hands that they use to harvest
the product. The school currently has 80 students and
provides them with an education until the school-leaving
age of 16; of course, students are then encouraged to
continue their studies in high school and beyond. The
Azunosa project has demonstrated clearly — as if such
demonstrations were truly necessary — that when poor
families have the opportunity, they would much prefer to
send their children to school than put them to work.

The second school that CH supports, both through dona-
tions of about USD 70,000 per year and by using its
training courses, is the Polytechnic Institute of Central
America, which provides vocational training to about 350
older students. Initially created to support the 'maquila’
sector by offering training in various aspects of textiles
technology, CH quickly recognized that the original scope
for IPC could be broadened to incorporate the kinds of
technical skills that it requires in its brewery and soft
drinks operations. At the time it was created in 2005,
CH and other local companies were bemoaning the
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absence of adequate vocational education programmes in
Honduras; the government schools were deemed simply
inadequate, with poor infrastructure and a teaching staff
that lacked the pedagogical skills and equipment to do
the job. IPC was built from scratch with a cutting-edge
facility, with pedagogical input from overseas, and indeed
with visiting teachers from such countries as Canada and
Germany. As a testimony to the education it provides,
nearly every graduate finds employment after complet-
ing their one-year course of study. It should be noted
that, thanks to the support that CH and other donors
provide, the costs of the school are kept low and thus IPC
is able to attract students from low-income families.

As further testimony to IPC’s excellence, CH now sends
its own technical workers there for advanced training
programmes or short courses. On average, 15 CH workers
are taking 2-3 month courses at IPC at any one time. CH
managers believe that the level of training provided is
far higher than could be achieved internally.

The third ‘leg’ of CH's commitment to Honduras is found
in the area of enterprise development. While CH has
supported the growth of several companies in Honduras
over the years, especially in such fields as plastic or
shrink wrap and labelling, it is now more consciously
thinking about how to develop the local suppliers that
it uses, ensuring their competitiveness in the face of
economic pressures to engage in global sourcing. This
strategy includes providing suppliers with technical
support; with financing in terms of early payment of
invoices; and by considering the use of local agricul-
tural inputs — like corn, rice, and yucca — as possible
substitutes for imported maltose (CH's precursor firms
once used local inputs to a large extent but over time
the company switched to maltose owing to quality and
processing issues). CH firmly believes that it needs to
be perceived by Hondurans as a local company, even
while operating within the context of a multinational
enterprise, and that requires a firm commitment to local
enterprise development.
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SECTION 11: CERVECERIA HONDURENA'S
SCENARIO ANALYSES

EXHIBIT 13: OUTCOME FOR IMPORT SCENARIO IN EMPLOYMENT
AND VALUE ADDED
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One of the objectives of the economic footprint model
is to enable management to analyse the broader
socio-economic impacts of its decisions on the basis
of scenario planning. This section describes one hypo-
thetical scenario that has been analysed using the
model. After that, some examples of other scenarios are
presented that may lend themselves to further research at
CH's request.

11.1 COMPARISON WITH IMPORT-ONLY BEER

AND SOFT DRINKS

The bulk of CH's revenues come from products that are
manufactured locally. As has already been shown in
previous Sections of this Report, local production has
a widespread and broadly positive economic impact.
As the Honduran economy further develops, it is to be
expected that competitors based outside Honduras will
export more of their products to the country. In order
to compare the impact of locally-produced vs. imported
products, a hypothetical scenario has been constructed
that assumes all CH products to be imported from abroad
rather than produced locally. This demonstrates in sharp
relief the ‘value added’ of local production.

The characteristics of this purely hypothetical scenario
are the same as in Section 7.1:

A. Local CH production is replaced by importation of all
final products;

B. CH becomes a trade company of imported beer and
soft drinks.
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The main outcomes of this scenario are:

i. A loss of almost 19,000 jobs, of which 36% are
directly lost;

ii. A decrease of value added for the Honduran economy
of USD 91.4M. Households lose about USD 57.2M
and profits and savings will be USD 22.3M lower. Tax
revenues will decrease by USD 12.0M.

Exhibit 13 summarizes the outcome of the scenario.

11.2 OTHER POSSIBLE SCENARIOS

An extremely important scenario for CH to consider is
related to the use of more local agricultural inputs, such
as rice, yucca, and corn meal, in the making of its beers.
Further research, conducted in collaboration with CH,
could identify the costs and benefits of this strategy,
especially when coupled to possible changes in excise
taxes should more local content be used.

SECTION 12: CONCLUSIONS & RECOMMENDATIONS

Cerveceria Hondurena and Nile Breweries have oper-
ated in their respective countries for many decades,
producing in each case some of the most widely
enjoyed beverages in their particular markets. Since
2001, each has been a member of the SABMiller fam-
ily of companies, bringing global standards to their
operations. That marriage seems to have produced
something like the best of both worlds for NB and CH,
in that these acquisitions permitted strongly rooted lo-
cal firms to gain access to leading-edge management,
marketing, and technology, enabling them to perform
even better in their home markets.

As this report has demonstrated, CH and NB have a
significant impact on the economies in which they
operate. With the launch of the Eagle Lager project,
based on indigenous sorghum production, NB in particu-
lar greatly increased its local impact in Uganda; looking
ahead, the promise of more barley production in that
country suggests that its impact will only increase.
Indeed, NB provides, in important respects, a model of
how the subsidiary of a multinational firm can operate
in such a way as to promote the development prospects
of the economy in which it is embedded.

Similarly, CH has influenced Honduran develop-
ment not just through its direct brewery and CSD
operations, but also through its commitment to the
nation’s human capital formation and environmental
preservation. Further, CH is now contemplating the
possibility of making greater use of local agricultural
inputs, which would of course only increase the size of
its local footprint.

To be sure, both CH’s and NB’s continuing investments
also depend upon the political environment in Honduras
and Uganda, and whether incentives exist for large-scale
capital outlays. In the case of Uganda, since 1986 the
country has enjoyed a relative degree of political calm
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following a long and calamitous period of misrule and
civil strife. Clearly, the government must continue to
provide a secure environment for foreign and domestic
investors alike. For its part, Honduras has also made
some strides in the direction of economic reform, but
populist measures in the face of the Great Recession
could set back its efforts at greater competitiveness.
The country’s crime problem must also be addressed if
foreign investors are to continue finding the country an
appealing destination for their capital.

In each case, the government must recognize the impact
of its policies on the private sector, which is the ultimate
generator of jobs and long-run economic growth. When
monetary and fiscal policies undermine investment, and
when the rule of law is in question, investment is likely
to be constrained. Thus, creating a policy framework that
encourages the private sector must become a govern-
ment priority.

As NB contemplates its economic role in Uganda, and
as CH does the same in Honduras, there are some
further steps that management may wish to consider
as it builds on past successes. Specifically, NB and CH
should consider the following:

First, work closely with the agricultural community
to ensure that it has the technical capacity, financial
resources, and market access needed for increased
farmer incomes;

Second, and related, work with private sector associations
and with the Government to ensure that environmen-
tal policy becomes a priority for the nation, with the
objective of making the country’s natural resource
endowments sustainable over the long run;

Third, continue to invest in training which gives high
returns in terms of increased productivity;

Fourth, work with suppliers to ensure that Ugandan and
Honduran companies remain competitive;

Fifth, as a major taxpayer, assist government in setting
optimal taxes by providing fact-based reports that go
beyond fiscal receipts and that indicate the impact
of different tax regimes on such variables as incomes
and employment.
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