Corporate Social Responsibility.

This is a phrase that has entered the collective thinking on how businesses behave, but what does it mean for the SME?

Whilst there is a degree of altruism in everybody, how does an SME display the sort of behaviour associated with Good CSR 

Milton Friedman once said ‘only people can have responsibilities’, so there is an economic school of thought that CSR is a distraction from the Profit motive, and furthermore the relationships with Stakeholders take on a different hue at the SME level of behaviour.

The emergence of CSR has marked a more towards a more holistic view of the SME’s place in the environment, whilst it cannot have the muscle of the mega firms in establishing Charitable foundations or grant bursaries, the old tradition of chequebook management of Charitable donations still works with SME’s, albeit on a different, not necessarily smaller, scale.

CSR has three main areas, namely  community, environment and employees

The latter of these three areas is probably where the benefits of CSR accrue most to the SME

We have all read the stories of how Cadbury’s at Bourneville and Lever Brothers at Port Sunlight are Employers who have transformed the working lives of it’s Employees, but was this done out of Altruism and care for the fellow man rather than the economic necessity of having a healthy, reliable and proximate work force.

Indeed Cadbury’s have been criticised for outsourcing chocolate production to Poland.

CSR needs to be linked to core goals of the business, at the SME level this means survival, and therefore there is more than a sense of self interest about practising CSR at that level.

External pressures can come into play, if a SME banks with the Co operative Bank for example, then there is an implicit assumption that there will be ethical methods adopted which align with the values of the Co-op, similarly Consumers issues may affect the saleability of the product.

In 2005 MORI conducted a pole that said that 25% of the public bought a product because of it’s ethical links ( either to a charity or a cause), so an SME ignores the external Stakeholder environment at it’s peril.

CSR therefore is yet another balancing act in the Entrepreneurs repertoire, on the one hand, there is a natural impatience with business life , and the very values that led to becoming successful may well have been at the expense of CSR.

Certainly in Start ups, most entrepreneurs will have CSR low down on the priority list as it seeks to get market share( unless , of course, the new product is in fact Green in itself, which means it’s USP, ipso Facto will demonstrate  the Company’s CSR credentials.

There is research done  to suggest that Companies who have high performance recruitment and retention policies now have to include statements relating to CSR.

Gallup, organised data from 332 organisations which showed a link between Employee Engagement and Eps.

It is true to say that the more happy an employee is , the more efficient they are., So is CSR another Employee consideration and that Employees are either more comfortable working in an receptive environment, or are they comfortable only to be seen working in a receptive environment.

Let’s change tack here, and concentrate on the Employee, and we will also bring in our old friend Maslow and his hierachy of needs.

At the SME level the paternalistic ( and let’s not forget)altruistic view of the Employee is that a  well fed and watered workforce was more likely to produce better performance than not.

If the Employees needs at the basic level according to Maslow are met, i.e food, shelter, warmth, presumably what differentiates the Employer from any one else are the nobler notions of self actualisation,  if this aligns itself with the Employers views on CSR, then the Employee feels good about himself and his environment and therefore motivated to work.

In a booming economy with near full employment, basic needs are easily met, therefore we move up the hierachy, or do we?

Now is this CSR approach at the SME level any different to the Victorian ethics employed by Cadbury and Lever?

Employee focussed CSR programmes cost money, at the SME level a lot will depend on who is setting the Agenda, the Board or CEO will have to decide priorities, and the impact on the bottom line.

There is not as much pressure on SME’s to behave within CSR guidelines because the larger firms (let’s take BP as an example) have millions to spend ( and broadcast the fact) on CSR policies, there is an implicit recognition that SME’s  need  to survive, whereas the larger companies need to ‘give something back’.

To some extent there are double standards attached to this philosophy , and like most things in ,life  there are double standards and trade offs.

SME’s juggle with cash/profit and try to get the best mix out of their limited resources like the large companies do, however they way not have the luxury of deciding what to do with their money, and they have the added advantage of not having Shareholders who actively through market forces can effect the value of the Company, so if a large Institutional Shareholder suddenly decides it only wants Green investments, there will be a  cost to attaining these criteria.

The SME does not have this problem

What occasionally happens is that Ego gets the better of the Entrepreneur and at some stage in his thinking , having gone through his own personal life cycle, he decides to get involved in the local community or donate something to a worthwhile cause.

Bill Gates only set up a Charitable foundation when he had the money, he did not set it up at the same time he started Microsoft, so somewhere in his thinking he had a light bulb moment.

This is the dilemma faced by most SME’s they tread a fine line between survival and competing.

CSR is probably best thought of  as engaging with your Stakeholders, and there are certainly moods of the time .

You simply have to do things in different ways at different times for different audiences.

This comes at a cost, the SME has to decide whether it should adopt these principles, going beyond the cynical altruism to truly believing that CSR is apart of it’s sustainability.

In short it is a risk/reward trade off.

