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CORPORATE SOCIAL RESPONSIBILITY OF SMEs'

The paper generalizes the results of literature review about corporate social responsibility
and peculiarities of CSR implementation in SMEs. The paper provides comparative analysis of
definitions of CSR, investigates meaning of CSR practices, CSR stages, «formaly and «informaly
CSR. The paper generalizes the results of literature review about cause of difference in CSR
activities in big companies and SMES, describes factors that influence peculiarities of CSR
implementing in SMEs. The paper concludes that the main factors of this difference are lack of
financial resources in SMEs, short-term orientation of SMEs, problems connected with nature of
ownership and size of business. The research points out that the results of this are the less variety of
activities and directions of CSR in SMEs, giving the preference to less costly activities and
engaging volunteers.
Keywords: corporate social responsibility, SMEs, CSR practices, CSR stages, “formal” and
«informaly CSR

Introduction. In Ukraine concept of sustainable development and CSR didn’t became an
essential part of strategic management of enterprises, especially of SME’s. Most of the managers
haven’t got deep understanding of the problem and opportunities they would have if the problem
will be solved. In Ukraine we can see real CSR activities only from big enterprises. Instead of this
in European Union countries the concept of corporate social responsibility is much more
implemented into everyday life activities and strategy of enterprises. According to the Flesh
Eurobarometer 363 research «How companies influence on society: a citizen view», 2013,
Europeans consider that most of SME’s make efforts to behave in social responsible way (European
Commission, 2013b). Also more than half of European respondents who are the company
employees say their companies behave responsibly towards society.

Literature review. CSR conception has started its history in 1953, when Bowen first
introduced his idea of an obligation for companies to consider certain factors in their decisions and

activities. As the role of the private sector in civil society establishing has been increased numerous
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conceptions of CSR have sprung up all over the world. The most famous of them are the «CSR
stakeholder» theory (Freeman, 1984) and the «CSR pyramid» (Carroll, 1991).

As a result of practical and scientific focus on CSR range of definitions has emerged. The
difference between them is mostly in perception of main dimensions of CSR. Common dimensional
approach of CSR include social, economic and environmental. In some researches we can find
specific types as four dimensional approach which deals with formal CSR «practices, constituted by
(a) the physical environment, (b) the working environment and (c) labour standards/working
conditions, including standards and systems, and (d) informal practices, constituted by informal
arrangements between management and employees (loans, leave) and donations to the local
community and the like» (Jeppesen et al.,2012, p. 11)

The environmental dimension was more in focus from the 1970s and then changed toward
social and labour conditions by the late 1980s. From the 1990s also the internal or working
environment in CSR research started to exist. The shift was so strong that to the mid-1990s it
became to play leading role and external environmental dimension tended to be nearly forgotten.
But appearing the strong focus on sustainable development in national and international policies
renewed the interest to environmental dimension of CSR.

One of the CSR definitions, wide spread among scientists is: «an umbrella term for a variety
of theories and practices all of which recognize the following: (a) that companies have a
responsibility for their impact on society and the natural environment, sometimes beyond legal
compliance and the liability of individuals; (b) that companies have a responsibility for the
behaviour of others with whom they do business (e.g. within supply chains); (c) that companies
need to manage their relationship with wider society, whether for reasons of commercial viability,
or to add value to society» (Blowfield and Frynas, 2005, p. 503).

Also we can find a great number of CSR definitions designed by international organizations,
especially by the World Bank, the EU, UN Global Compact, World Business Council for
Sustainable Development, Global Reporting Initiative and others, which represent practical
approach to CSR. These definitions accentuate on company contributions to sustainable
development on different levels (from micro to global) and the increasing significance of CSR
strategic focus (Porter and Kramer, 2006; Zadek, 2001).

In our research we will use such definition of CSR as «practices of the corporation that, as
part of the corporate strategy, complementary and in support of the main business activities,
explicitly seek to avoid damage and promote the well-being of stakeholders (clients, suppliers,
employers, financial resource providers, community, government and environment) by complying

with current rules and regulations and voluntary going beyond those requirements» (Vives, 2005).
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Purpose. The research is dedicated to the sustainable development on the micro-level, in
particular, to the improving of corporate social responsibility (CSR) of SME’s. This investigation
deals with studying European experience of sustainable development management and solving the
problem of implementation of this experience into the activities of Ukrainian SME’s. The objective
of this project is to provide careful study of the background and necessary conditions of
improvement of sustainable development in Ukrainian SME’s. In common sense sustainable
development is ensuring that today’s growth does not jeopardize the growth possibilities of future
generations and has three dimensions: social, economic and ecological. All of these dimensions are
important but the first, social, play determined role. Based on habits, values and culture of
individuals, social dimension formed requirements for responsible business and leadership.

Results. A key reason for business attention to CSR have been basing on win-win
understanding CSR policies as activities with positive economic effects especially in long-term
perspective. Obviously, improvements in working conditions and salary policies leads to increasing
of labour productivity, positive shifts in market and environmental policies contribute to products
quality, demand and brand growth.

Deeper understanding of CSR requires distinguishing the terms in some research frames
such as: «formal» and «informal» CSR; commitment to CSR, external collaboration, internal
structures and procedures as CSR fields of actions; denial, compliance, managerial, strategic and
civil stages of CSR.

Term «formal» CSR hold internal social and both internal/external environmental
dimensions, while «informal» consists of ad hoc practices related to firm values and culture
(Jeppesen et al., 2012, p. 28). Formal CSR activities are voluntary but regulated by number of
international standards and initiatives (SA8000, OHS18000, ISO 26000, UN Global Compact, GRI
guidelines, Ethical Trading Initiative, AccountAbility and Transparency International) and in some
cases — by national standards.

CSR fields of actions include commitment to CSR, external collaboration, internal structures
and procedures (Baumann-Pauly et al., 2013). The dimension of commitment to CSR means
integration CSR into strategic policies and leadership practices through documents (organizational
codes of conduct, human right policies as well as using global documents like ten principles of the
UN Global Compact or eight Millennium Development Goals), creating special job functions or
departments for management and implementing CSR (Wickert, 2011). The dimension of internal
structures and procedures holds different CSR supporting processes and actions like trainings,
evaluation, reporting and also daily practices and organizational culture (Wickert, 2011). The last,
external collaboration dimension includes all possible means aimed to interacting with external

stakeholders in order to implement organizational CSR agenda, for example collaborations with
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civil society institutions, involvement in CSR-related network and actions (Baumann-Pauly et al.,
2013; Wickert, 2011).

The approach of CSR stages is based on Zadek’s organizational learning model (2004) and
is defined as follows: denial stage means company denial to implement CSR principles into its
activities; compliance stage represent emergence of company’s activities focus adequate to legal
rules; managerial stage starts the process of understanding company’s responsibilities and
implementing CSR in managerial practice; strategic stage marks deeper firm involvement in CSR
practices, integrating CSR in company strategy and understanding it as competitive advantage; civil
stage means the qualitative new level of CSR activities including industry and civil society
collaboration, and other forms of proactive CSR behaviour (Baumann-Pauly et al., 2013; Wickert,
2011).

In our research we used recognized European Union definition for Small and Medium Sized

enterprises implemented the 1% of January 2005. According to this definition, enterprise to be

considler a SME have to meet the requirements of number of employees and
either turnover or balance sheet total (Table 1).
Table 1
The factors determining whether a company is an SME

Company category Employees Turnover or Balance sheet total
Medium-sized <250 <€50m <€43m

Small <50 <€10m <€10m

Micro <10 <€2m <€2m

Source: EU recommendation 2003/361

More than 20 million European SMEs play a significant role in the European economy
(Table 2). European SMEs employed more than 86.8 million people (66.5% of all European jobs)
and delivered 3,395,383 million euros of the gross value added generated by the private, non-
financial economy in Europe (57.6%) during 2012. Most of SMEs (92.1% of total enterprises
number) are micro firms which provided approximately one third of that total employment and

delivered one fifth of the gross value added.

Table 2
Enterprises, Employment and Gross Value Added of SMEs in the EU-27, 2012
Indicator Micro Small Medium SMEs Large Total
Number of Enterprises
Number 18,783,480 | 1,349,730 222,628 20,355,839 | 43,454 20,399,291
% 92.1 6.6 1.1 99.8 0.2 100
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Employment

Number 37,494,458 | 26,704,352 | 22,615,906 | 86,814,717 | 43,787,013 | 130,601,730
% 28.7 20.5 17.3 66.5 33.5 100

Value Added at Factor Costs

Million 1,242,724 1,076,388 1,076,270 3,395,383 2,495,926, 5,891,309
Euros

% 21.1 18.3 18.3 57.6 42.4 100

Source: Eurostat, National Statistical Offices, DIW, DIW econ, London Economics

For a long time CSR activities were mostly distinctive of large companies so their CSR
practices formed the basis of international standards and became a benchmark for SMEs (Jenkins,
2004; Jenkins, 2006; Supino and Proto, 2006; Cici and Ranghieri, 2008). At the same time SMEs
have a number special features differ them form large companies. Thus there is a necessity to
generalize these peculiarities and find out special CSR procedures and activities appropriate to
SMEs conditions. Such approach will give us the opportunity not only to determine CSR activities
of large companies which can be put into practice in SMEs but also point to specific CSR activities
which actually take place in SMEs but absent in big firms.

The main features which differ SMEs form large companies is connected with lack of
resources, first of all financial resources (Lepoutre and Heene, 2006; Roberts et al., 2006; Revell
and Blackburn, 2007; Spence, 2007). This includes liquidity problems, complexity in access of
financial resources, SMEs director perception that CSR activities require too much resources which
not be compensated, higher potential negative impact on SMEs of general state of the economy. As
a rule these statement will be true to most of SMEs notwithstanding their business performance.
The lack of financial resources does not allow SMEs to apply for environmental and social
legislation (Kechiche and Soparnot, 2012), to have the capacity for collecting and analysing
necessary information related to sustainable development (Lepoutre and Heene, 2006), to introduce
formal management standards and procedures (Jenkins, 2004), to use CSR as risk-management tool
(Jenkins, 2004; Jenkins, 2006), to identify and involve main stakeholders (Princic and Floyd 2003).

The next group of problems is connected with nature of ownership and size of business of
SMEs. This means that business in SMEs is more personally and CSR activities depend much upon
the personality, values and culture of owner and director which in most cases are the same person
(Jenkins, 2006, Vyakarnam et al., 1997, Cambra-Fierro et al., 2008).

As a result of mention above features of SMEs their CSR activities also acquire specific
characteristics as following: less variety of forms and directions of CSR activities, giving the
preference to less costly activities and engaging volunteers, paying more attention to such groups of
stakeholders as employees and local community — groups which is more tied and known by SMEs.

According to the EU CSR strategy “the further development of CSR requires new skills as

well as changes in values and behaviour. Member States can play an important role by encouraging
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education establishments to integrate CSR, sustainable development and responsible citizenship
into relevant education curricula, including at secondary school and university level” (European
Commission, 2013a). Number of scientific research issues report about a positive connection
between organizational learning and organizational effectiveness, important role of knowledge
management in increasing competitiveness and contributing to improvement of HR management,
shared vision, leadership and customer orientation (Spicer and Sander-Smith, 2006; Choi et al.,
2008; Curcovic et al., 2000). According to Chen et al. (2005), companies with limited resources (as
SMESs) should invest in human capital to have more competitive advantage.

There is a big difference between staff training in SMEs and large firms as SMEs spend
much less money, time and efforts to employees’ education. The reasons for this are high training
costs and deficiency of trainings importance understanding. Some research issues show that SMEs
managers believe that educational costs will exceed the level of expected return, as well as they
accentuate on lack of time, human and financial resources. Moreover, managers are not aware of the
importance of staff trainings to SMEs performance (Westhead and Storey, 1997), especially if the
firm competitiveness is based on low labour costs (Hendry et al., 1995) or managers are unable to
define properly the needs of the necessary learning (Johnson, 2002). Besides this, many SMES are
short-term oriented and have negative attitude to staff learning of SMEs, so they try to search easy
and quick problems solutions (Matlay, 1999). One more reason is because of SMEs employees as
they see neither new opportunity to develop their career after training nor possibility of appropriate
remuneration and encourage (Johnson, 2002).

Conclusions. So there is a big difference between CSR activities and approaches of CSR
implementing in big companies and SMEs. The main factors of this difference are lack of financial
resources in SMEs, short-term orientation of SMEs, problems connected with nature of ownership
and size of business of SMEs. As a result we can see the less variety of activities and directions of

CSR in SMEs, giving the preference to less costly activities and engaging volunteers.

References:
1. Baumann-Pauly, D., Wickert, C., Spence, L., Scherer, A., (2011), Organizing Corporate
Social Responsibility in Small and Large Firms: Size Matter, Journal of Business Ethics,
Vol. 115, No. 4, 2013, p. 693-705.
2. Blowfield M. And J. G. Frynas (2005), Setting New Agendas. Critical Perspectives on
Corporate Social Responsibility in Developing Countries, International Affairs, Vol. 81, N°
3, pp. 499-514.



Exonomika. YnpasJiinns. Innosanii. Bunyck Ne 2 (12), 2014
3. Cambra-Fierro J., Hart S., Polo-Redondo Y. (2008) Environmental Respect: Ethics or
Simply Business? A Study in the Small and Medium Enterprise (SME) Context. Journal of
Business Ethics, 82, 3, pp. 645-656.
4. Carroll A. (1991), The pyramid of corporate social responsibility: toward the moral
management of organizational stakeholders, Business Horizons, vol. 34, no. 4, pp. 39-48.
5. Chen H. C., Holton E. F., Bates R. (2005). Development and validation of the learning
transfer system inventory in Taiwan. Human Resource Development Quarterly, 16(1): 55-
84.
6. Choi B., Poon S. K. and Davis J. G. (2008) Effects of Knowledge Management Strategy
on Organizational Performance: A Complementarity Theory-based Approach, Omega 36(2):
235-251.
7. Cici C., Ranghieri F. (2008) Recommended actions to foster the adoption of Corporate
Social Responsibility practices in Small and Medium Enterprises, Inter-American
Development Bank and IKEI, Washington
8. Curkovic S., Vickery S. and Droge C. (2000) Quality-related Action Programs:Their
Impact on Quality Performance and Firm Performance, Decision Sciences 31(4): 885-905.
9. Freeman R. (1984), Strategic Management: A Stakeholder Approach, Pitman
Publishing, Boston
10. Marshfield. European Commission (2003) Recommendation concerning the definition of
micro, small and medium-sized enterprises 2003/361, available at http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2003:124:0036:0041:EN:PDF
11. European Commission (2012). Annual Growth Survey 2013. Communcation from the
Commission, Brussels, 28.11.2012. COM(2012) 750 final
12. European Commission (2013a), Monitoring SMEs’ performance in Europe- Indicators
fit for purpose by Michaela Saisana, EUR 25577, Luxembourg
13. European Commission (2013b). How companies influence on society: a citizen view,
Flesh Eurobarometer 363 reseach, 2013
14. Hendry C., Arthur M. and Jones A. (1995), Strategy through People: Adaptation and
Learning in the Small-Medium Enterprise, Routledge, London.
15. Jenkins H. (2004), A Critique of Conventional CSR Theory: An SME Perspective.
Journal of General Management, 29, 4, pp. 37-57.
16. Jenkins H. (2006), Small Business Champions for Corporate Social Responsibility.
Journal of Business Ethics, 67, pp. 241-256.



Exonomika. YnpasJiinns. Innosanii. Bunyck Ne 2 (12), 2014
17. Jeppesen S., Kothuis B., Ngoc Tran A. (2012), Corporate Social Responsibility and
Competitiveness for SMEs in Developing Countries: South Africa and Vietnam, FOCALES
Series, AFD, Paris, available at http://recherche.afd.fr
18. Johnson S. (2002), Lifelong learning and SMEs: issues for research and policy, Journal
of Small Business and Enterprise Development, Vol. 9 No. 3, pp. 285-95.
19. Lepoutre J., Heene A. (2006). Investigating the Impact of Firm Size on Small Business
Social Responsibility: A Critical Review. Journal of Business Ethics, 67(3), 257-273.
http://dx.doi.org/10.1007/s10551-006-9183-5
20. Matlay H. (1999), Vocational education and training in Britain: a small business
perspective, Education + Training, Vol. 41 No. 1, pp. 6-13.
21. Porter M. E. And M. R. Kramer (2006), Strategy & Society: The Link Between
Competitive Advantage and Corporate Social Responsibility, Harvard Business Review,
Vol. 84, Issue 12, pp. 78-92.
22. Princic L., Floyd M. (2003). Engaging Small Business in Corporate Social
Responsibility: A Canadian Small Business Perspective on CSR. Canadian Business for
Social Responsibility.
23. http://info.worldbank.org/etools/docs/library/114189/Engaging%20SME%20in%20CSR
%202003.pdf
24. Revell A., Blackburn R. (2007). The business case for sustainability? An examination of
small firms in the UK's construction and restaurant sectors, Business Strategy and the
Environment, 16(6), 404-420. http://dx.doi.org/10.1002/bse.499
25. Roberts S., Lawson R., Nicholls J. (2006). Generating Regional-Scale Improvements in
SME Corporate Responsibility Performance: Lessons from Responsibility Northwest.
Journal of Business Ethics, 67(3), 275-286. http://dx.doi.org/10.1007/s10551-006-9184-4
26. Spence L-J. (2007). CSR and Small Business in a European Policy Context: The Five Cs
of CSR and Small Business Research Agenda 2007. Business and Society Review, 112(4),
533-552. http://dx.doi.org/10.1111/j.1467-8594.2007.00308.x
27. Spicer D. P. and Sadler-Smith E. (2006) Organizational Learning in Smaller
Manufacturing Firms, International Small Business Journal 24(2): 133-158.
28. Supino S. and Proto M. (2006): The CSR: a Big Challenge for Small Business,
conference paper, Corporate Responsibility Research Conference, Dublin.
29. Vives, Antonio, A. Corral, I. Isusi (2005) Social and Environmental Responsibility in
Small and Medium Enterprises in Latin America, Inter-American Development Bank and

IKEI, Washington


http://recherche.afd.fr/
http://dx.doi.org/10.1007/s10551-006-9183-5
http://info.worldbank.org/etools/docs/library/114189/Engaging SME in CSR 2003.pdf
http://info.worldbank.org/etools/docs/library/114189/Engaging SME in CSR 2003.pdf
http://dx.doi.org/10.1002/bse.499
http://dx.doi.org/10.1007/s10551-006-9184-4
http://dx.doi.org/10.1111/j.1467-8594.2007.00308.x

Exonomika. YnpasJiinns. Innosanii. Bunyck Ne 2 (12), 2014
30. Vyakarnam S., Bailey A., Myers A., Burett D. (1997): Towards an understanding of
Ethical Behaviur in Small Firms. Journal of Business Ethics, 16, pp. 125-136.
31. Westhead P., Storey D. (1997), Management training in small firms - a case of market
failure? Human Resource Management Journal, Vol. 7 No. 2, pp. 61-71.
32. Wickert C. (2011). Organizing “political” corporate social responsibility in small- and
medium-sized enterprises: A conceptual framework. Paper presented at the Academy of
Management Annual Meeting 2011, San Antonio, Texas (USA).
33. Zadek S. (2001), The Civil Corporation: the New Economy of Corporate Citizenship,

Earthscan, London.

XAPYUIIHUHA O. B. KOPIIOPATUBHA COUIAJIBHA BIAHNOBIJAJBHICTD ¥
MAJIUX TA CEPEJHIX IIIAITPUEMCTBAX

V3acanvneno pesynomamu Oocniodcenv  6ibnioepagiynux  Odcepenr w000 CYMHOCHI
KopnopamusHoi coyianvhoi eionogioanvrocmi ma ocoonusocmeti KCB y manux ma cepeowix
nionpuemcmaax. Ilposedeno nopisusivnull ananiz eusnavenv KCB, docniooceno cymuicmoe KCB
npaxmux, KCB cmaoiti, «gopmanvnoiy ma «negpopmanvnoin KCB. V3zacanvueno peszynvmamu
odocniddcenb wooo npuuur giominnocmeti y KCB npaxmuxax midc 6eiukumu ma Maiumu i
cepeoHiMU NIONPUEMCMBAM, CUCMEMAMU308AHO NPUYUHU, SKI 6NIUBAIOMb HA 3anposadxcenns KCB
V OislbHicmb Manux i cepeoHix nionpuemcme. 3a3HA4eHO, WO OCHOBHUMU GaKmopamu €
HeooCmamuicms  (DIHAHCOBUX pecypci8, KOPOMKOCMPOKOBA OPIEHMAYis MAIuUxX ma CepeoHix
RIONPUEMCMS, a MAaKoxiC ocobausocmi opmu eracHocmi ma posmip 6iznecy. Brazano, wo &
pe3yabmami 0ii 3a3HaAYeHUX PaKmopise cnocmepicacmvcsi MeHula pi3HOMAHIMHICMYb OISIbHOCI i
nHanpsamie KCB y manux ma cepeoHix nionpuemcmeax, HAOAHHA nepesazu MeHul 3ampamuum
3ax00am ma 3a1y4eHHIO 80I0HMEPIB.

KirouoBi cjioBa: kopnopaTtuBHa coHiajbHA BIANOBIAAJBHICTH, MaJdl i cepexHi

nignpuemcra, KCB npaktuku, KCB cranii, «popmanbHa» Ta «HedopMmaabHa» KCB.

XAPUYUUIIHUHA E. B. KOPIIOPATUBHASI COLIUAJIBHASA
OTBETCTBEHHOCTDb HA MAJIBIX U CPEJHUX NIPEANPUSTUAX

Obobweno pezyibmamsl UCCIe008AHUL OUOIUOCDAPUUECKUX UCTNOYHUKOE OMHOCUMENLHO
CYWHOCMU KOPNOPAMUBHOU COYUanbHol omeemcmeennocmu u ocobennocmeti KCO na manvix ma
cpeonux npeonpusmusx. Ilposedeno cpasnumenvhviti  ananuz onpedenenuii KCO, uccnedosano
cywynocmv KCO npaxmux, KCO cmaouii, «ghopmanvroiy ma «negpopmanvrouy KCO. Obobweno
pe3yibmamsl  UCCIe008anull omuocumenvHo npuwurn omauuuti ¢ KCO npakmuxax medxncoy

OOLUUMU U MATBIMU U cpedewu npednpuﬂmuﬂMu, cucmemamusupoeano npudunsl, Komopbslie
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enusiom Ha eHedpenue KCO 6 desmenvrocms manvix ma cpednux npeonpusmuil. O603Ha4eHo, 4mo
OCHOBHBIMU HDAKMOpamMu AGIAIOMCA HEOOCMAMOUHOCb (UHAHCOBBIX PeCcypco8, KPaAmKOCpPOUHAs
OpuUeHmayus Maaiblx ma cpeoHuUx npeonpusmull, a makice 0CO6eHHOCmu hopmsvl COOCMEEHHOCU U
paszmep busHeca. Yxazano, umo 8 pesynibmame Oelcmsus 0003HA4YeHHbIX HaKmopos Hab.voaemcs
MeHbulee pasHoobpasue 6udos OesmenvHocmu u Hanpaeienuti KCO 6 manvix ma cpeoHux
npeonpusmuax, npeonoumeHue 6vlOopa MeHee 3aMpPAmHbIX MePONPUAMULL U NpUsleyeHuUe
B0JIOHMEPO8.

KiarwueBble cj10Ba: KOPNOPAaTHBHAS COMUAJIBLHASI OTBETCTBEHHOCTb, MaJible U CPeTHUE

npeanpustus, KCO npaktuku, KCO craguu, «popmanabHas» n «HepopmaabHass» KCO.



