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Abstract

As the world is gearing towards sustainability, muesearch has been conducted to investigatebedé
awareness and practices of corporate social reifjildgs(CSR) by listed companies in Malaysia. Thes
researches have indicated very low level of awa®m@ad reporting of CSR among the listed companies.
Minimal attention was placed on CSR for Small anedMim Sized Enterprises (SMESs) in Malaysia. Today
much is being said about responsible entrepreniguasbund the globe, thus we will attempt to relhis
research to the CSR practices to SMEs in the cpuithis study is aimed at exploring the SMES’
awareness on CSR issues and whether they are icaamypracticing it. Ten SMEs were interviewedun o
study with unstructured and semi-structured questimsked. From our findings, most of the SMEs have
not heard of the terminologies such as corporatéakoesponsibility, corporate citizenship, susadile
development and responsible entrepreneur. Howdfrese SMEs are actually practicing CSR activities
unconsciously. Nevertheless, they do not think thpbrting is necessary as they are doing thesthéir
own business objectives. This research therefore itmpacted the CSR studies in the country. CSR
practices and reporting might be lead by MultinagloCompanies and championed by dominant Public
Listed Companies in Malaysia. However, the CSR ephand practice are not new to SMEs. This study
would be a great motivator for SMEs in Malaysiamealize their potentials in CSR practices anditota

be a responsible entrepreneur.
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INTRODUCTION

The increased level of awareness acts as pushr femt@rds business behaviour pattern. One such
awareness is social responsibility and how busésebeshave or act towards stakeholders, environameht
community at large. In Malaysia much focus is bediggorded to the SMEs since over 90% of registered
businesses falls in this category. It will thus\ide a large potential of economic generation #&@ if
these businesses are effectively managed. The myoeet of Malaysia has taken a proactive role in
identifying the problems faced by SME to achievetamable development. These problems include lack
of finance and expertise. CSR on the other harttieslatest preach for businesses towards sustainabl
development. Though advocated by large compartiesCSR wave has now hit the SMEs. CSR is no
longer a new topic of debate in the business wimdthy. Not only the big corporations or multinagbn
companies (MNC) are compelled to engage in CSR, phéssure has also ‘spread’ to SMEs. This is
obvious through the supply chain management iSHuere has been much discussion on CSR in Malaysia
as early as 1980s for listed companies or MNC. Hmwnethere has been little attention given on the
relevance of CSR to SMEs.

This paper aims to reveal the level of awarenesSMEs towards the concept of CSR and how the SMEs
relate CSR issues to their businesses. We woutdveilsh to examine if SMEs are ready to adopt CSR.
Observation is made to gauge if SMEs are practi€iB@R in any way. What are the motivating factor for

an enterprise to engage in CSR and whether CSRssast SMES to inculcate responsible entreprenigursh

This is merely the preliminary stage of a seriepufjects to study the relationship between CSR and
SMEs. This study would then serve as a platforfutther examine the sensitivity of SMEs towards CSR

practices.

There are few research questions to be answered:

0] What is the level of awareness of CSR amongst SMBEsalaysia?
(ii) Are the SMEs practicing or ready to practise CSR?

(iii) Why do SMEs engage in CSR activities?

REVIEW OF LITERATURE

Corporate Social Responsibility in Malaysia

Since 1970s studies have been conducted in devklopentries on CSR. However these studies were
intensified locally in the recent five years. Mast the local researches done focused on examining
companies or public’'s awareness towards the corme@ISR. All the literatures so far have come to a
same conclusion that the level of awareness of eorap is still considered low.

Numerous researches have studied the level of aesseamongst public listed companies. The level of
awareness by public listed companies is measuredhéyquantity and quality of reporting of CSR
information disclosed in the annual reports. Thotlghlevel of awareness has been quite low (Muhainma
Jamil et.al., 2003) but it is however improving ¢hfpson and Zakaria, 2004). The level of awarergess i
still considered low even though it is examinedrfrthe perspective of the employees (Ramasamy and
Hung, 2004). Most of the information is narrative riature with almost all ‘good news’ reported (Nik
Ahmadet al., 2003) rather than ‘bad news’. These CSR reletfedmation were commonly reported in the
Chairman’s Report and Director’s Report (MuhammarhiDet.al., 2003). The strongest motivation for
companies to adopt CSR is to maintain reputatidorand management purpose (ACCA Malaysia, 2004).

ACCA has pioneered in promoting CSR to companieMadaysia. Following the United Kingdom
Environmental Reporting Award, ACCA initiated theaMysian Environmental and Social Reporting
Award since the year 2002. The award was launcbeéntourage more companies to engage and
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implement CSR. For more standardised format of G8porting, ACCA published Environmental
Reporting for Malaysian Companies in year 2002 #atdr Sustainability Reporting Guidelines for
Malaysian Companies in year 2004. ACCA has alsagoted two surveys, once in year 2002 and the
other in year 2004 to investigate the status of C§porting in Malaysia. Their survey results suppor
Thompson and Zakaria’s study that the reportinG®R has improved though the progress has been slow.

The readiness of investors to accept the idea & &Spart of investment decisions has been wédlated

in the Socially Responsible Investment (SRI) screrire Malaysia the SRI schemes are being introduced
in the form of unit trusts, which were then callethical fund’. There are two ethical funds in Mga,
Mayban Ethical Fund and the Philip First EthicahBuwvhere both were launched in the year 2002. The
reception of the two funds is still low in the céynand they are still at a premature stage (Léé ét al.
2005).

SMEs in Malaysia

The SMEs play a significant role in Malaysia’s egmnic development. The strength of the SME can be
digested through the 2000 census, which was coeduisy the Department of Statistics. The census
showed that there were a total of 20,455 activablishments in the manufacturing sector, out of the
44,185 manufacturing companies registered withGbenpanies Commission of Malaysia. Of this, there
were 18,271 SMEs or represented 89.3 percent. TI#® Zensus also captured a total of 192,527
establishments in the services sector, of whicB pér cent were SMEs.

SMEs are given the limelight by government to adkism in managing their business. SMEs in Malaysia
still face problems such as lack of financing, Ipmductivity, lack of managerial capabilities, asseo
management and technology and a heavy regulatodeb(Salman Saleh and Oly Ndubisi, 2006). With
the government’'s intervention, SMEs still lack @peacity, innovations and resources for them to be
competitive.

SMEs played a key role not only in the economiceltgyment of a country, but they are also instrualent
in promoting trade and investment activities amdiffgrent economies. Enhancing the vitality of SMEs
therefore, is of pivotal importance in maintainiAgia-Pacific dynamism into the 21st century (Karkp
1998). It is therefore necessary to look at SMEsitess practices and increase innovation, spedtaso
measures can be taken to help them achieve susitajnand increase profitability.

Corporate Social Responsibility and SMEs

In Malaysia, this is probably the first of its kingsearch. The European nation is fast forwarcelpihg its
SMEs gauge the benefits of practicing CSR. An effoheld by World Bank Institute gathered that CSR
was still vaguely defined by SME’s and that theosgrest definition of CSR was commitment towards
sustainable development (Anonymous, 2005). Paatntgpfrom the e-forum were motivated to be socially
responsible by financial incentives and moral value

Utting (2004) found that SME'’s are reluctant togtise CSR due to lack of resources, ad-hoc manageme
style and family-owned business status. HoweverESEre more readily related to CSR than MNCs due
to the fact that their core business is well strrexd into the community.

MNCs should play a more provocative and supporde in engaging the supply chains to endure CSR as
a business practice. Although the general CSR agisnstructured for the big businesses, some SMEs w
have no choice but to engage in the agenda addhmypart of the supply chain for most MNCs. In ayw

the supply chain SMEs are forced to adopt CSR. Neskess, MNCs should adopt the bottom-up approach
to promote ‘shared responsibility’. The bottom-ygpeach means greater involvement of SMESs inténest
consultations and a better articulation of bothumtdry and legalistic approaches to improve SMES’
environmental and social dimensions of companyogperénce. In this case, SMEs will be able to compete
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in a fair marketplace with strong public governar@a the other hand, SMEs not pressurised by thpglpu
chain should adopt CSR simply because their enwisgtial and social performances are feeble.

Longo (2005) conducted a study in Italy to link C®Rhe corporate performance of SMEs. The research
identified the social commitment in the SMEs anglaa@ted suitable instruments to spread social galue
The study revealed that the SMEs are well awatbetocial responsibility approach and in fact wele

the approach. They believed that CSR practice itortés to the growth of the company’s own value
besides being ethical in business.

Responsible entrepreneurship

Though this term may sound new but it can tracked398 Commission on sustainable development
United nations ( Paper No.4),here the role of peivsector business has been seen to change taénclu
environment protection and and promote social gastin a nutshell responsible entrepreneurship is
advocated as a strategy towards sustainable deweldpand businesses should tap this as an oppgrtuni
to grow and sustain their business. Another disondsy Stanford Business School (2002) highlightesl
desire to practice socially responsible entrepresiép is escalating but no clear blueprint existsitpas
such it is best to balance the triple bottom linalg by maximizing profits and social goals.

Finally the EU roundtable Responsible entreprestéprfor SMEs ( 2002 work programme) suggest that
this term suits the SMes as they are already engage CSR practice without being familiar with the
concept and if the SMEs engage this term seridhslyould be on their way towards achieving suatzla
development whilst engaging with their communities.

METHODOLOGY AND METHOD

This is an exploratory study of which most of thatadwas collected through unstructured and semi-
structured interviews. These were used to findhmwt CSR activities were embedded in the respondents
activities, especially when CSR activities are pecad unconsciously. On top of this, structured

questionnaire was designed in attempt to reveallahel of awareness of SMEs on the CSR business
concepts and whether they are practicing CSR &iesvi

Seven out of the ten interviewees were participahtee SMIDEX 2006 & ASEAN + 3 SMEs Convention
The unstructured and semi-structured interviewsethdor at least an hour and a half, whereas the
structured questionnaire was filled up by the pgoéints.

The following table shows the summary of responslent

Industry Nature of business Job position of responent
Manufacturing Food processing Director
Manufacturing Semiconductor Marketing Director
Manufacturing Capacitor /Electronics Director
Manufacturing Household products Director
Manufacturing Containers Production manager
Manufacturing Electronics parts Director

Education Kindergarten Director

Food Restaurant Owner

Services Prepaid phone re-load Director

Services Professional business Owner
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FINDINGS AND DISCUSSION
Understanding of the term ‘Corporate Social Resporibility’

None of the SMEs in our samples understood whatdlra CSR meant though they have heard of the
term .The term ‘CSR’ appeared technical to themthagl have never been exposed to it. However the id
and concept of CSR were not new to them. In fdactyas encouraging to learn that they have been
practicing the agenda without realizing that thestvities come in line with CSR.

Engagement of CSR Activities by SMEs

In general, most SMEs were found to have a strengesof belonging to their stakeholders. Most oESM
that were interviewed showed that they were vergcemed with two key stakeholders that are the
employees and the customers. As such their CSRdedativities were designed to take into accofithe
needs of these stakeholders. Interestingly, som¢h@fSMEs did not emphasize the importance of
suppliers’ needs and even tend to exploit them.

The CSR activities practiced were quite diverse2 BIMEs were involved in recycling of waste matsrial
promoting paperless technology, using bio-degradabhtainers, involvement in philanthropic projects
and voluntary adoption of Hazard Analysis Criticabntrol Point (HACCP) certification. One of the
interviewee even rewarded their employees withptaxzeeds collected from recycling activities. Some
SMEs ensures health and safety measures are takards employees’ benefits.

Generally, SMEs were mindful in meeting the demaanfisheir key stakeholders, which may not be
identical to all SMEs. We also discovered that SB&ake in philanthropic activities easily, congzhto
other bigger companies.

Motivation for Engagement in CSR Activities

Steps were taken to examine the motivations of SiiEen engaging in CSR related activities. SMEs may
be bound by professional code of conduct and etfiifesir business practices are aligned with CS&edl
activities. Supply chain pressure is also the nadtivfor some SMEs who are suppliers to MNCs. Tdrey
bound by restrictions or requirements to produegr throducts at certain quality. Their businesscpsses
have to be scrutinized to meet these requirements.

Basically, all SMEs are profit-driven. This motigill persists while engaging in CSR activities.isTh
applied to those SMEs who engaged in activities fécycling and voluntary certification of producthe
SMEs believed that these activities would bringrhedditional financial returns in time to come. %om
SMEs were found to be value-driven. The owner thesbusiness associated with the personal valags th
have developed in them. There is a case wherenthercstarted a business which is environmentahditig
due to his personal value as an environmentalist.

SMEs are also driven by the fact that customer lefzawareness is escalating and that their predonctst
have certain quality and be environment friendlgr Example, an owner emphasized that the soap powde
he produced was bio-degradable. Reputation is atsmher motivation for SMEs to engage in CSR
activities. One of the SMEs managed its reputabprcreating a personalized relationship with cusien
and took extra efforts to reach out to customeysd@&ng this, certainly the reputation of the compés
heightened.

The study found that all these activities termedletnCSR are carried out by the SMEs without
highlighting them under a banner like MNCs usualdy For SMEs, survival is vital and they carried ou
these activities for sustainable reasons. Thigéwifirmed the business case for CSR.
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CONCLUSION

Although this is just a preliminary study on an lexptory stage, it has given us very positive and
encouraging response as to the relevance of CSRViie businesses. SMEs have embedded the CSR
concepts into their business, though they mighthaste used the term ‘CSR’ and its synonyms. Inrorde
for SMEs to compete with their counterpart in tisi#ff market environment, SMEs have naturally
incorporated CSR into their business. This adoptib6@SR activities was done on an absolutely valognt
basis which SMEs believed the benefits would ougvethe costs. This would help them to achieve
sustainable development in terms of financial $itgtzis well as non-financial aspects.

The level of awareness on the CSR issues measyradhbunt of information reported may have to be
redefined. No communication to stakeholders on winey have contributed in terms of environment and
social activities may not necessary mean that theseities do not exist. Most of the SMEs arel stit
ready in communicating the CSR activities run bgnth They perceived that the communication form
dominated in reporting the CSR disclosures wouidgothem more costs than benefits. Moreover, they a
unsure what format to follow and what need to Iseldsed.

In a nutshell, the CSR for SMEs in Malaysia coutd described as ‘a sleeping tiger’. There are huge
benefits and opportunities for SMEs who practiee@ER concept, which assimilate the power of &rtig
The tiger is still asleep as its potentials migitdnbeen known but not fully utilized by companjet

RECOMMENDATION

Future research should focus more on how to helgSh implement CSR. There have been sufficient
studies to reveal the lack of awareness and the domantity and quality of CSR reporting amongst
companies in Malaysia. In this decade, CSR benhéige well been revealed. More efforts should be
placed on promoting its implementation.

Academia-industry collaboration can help to geresatnergy and win-win situation to both SMEs and
academics. SMEs serve as a good platform for adadeim practice their theoretical framework in an
actual business scenario. On the other hand, SMé&ddwbe able to enjoy professional advice and
consultation from experienced academia. SMEs tleaserious in implementing CSR may form synergistic
partnership with academician who stays in toucthwiite industry. Such working relationship in CSR
implementation can then be documented to form swase studies which will then benefit both the SMEs
and the academia.

SMEs’ efforts put in to CSR activities should als®communicated to its stakeholders. Some othersfor
of communication models should be opened to SMEH=sSmay not necessary report their CSR activities
via annual reporting. They can communicate therin&dion as and when it is required through other
communication models such as the internet.

Concept of Responsible Entrepreneur

A responsible entrepreneur can be defined as aepeaheur who aligns his business goal with thahef
society and community, which aims to create a fustée business. Responsible entrepreneur is @ie th
advocates sustainable development not only foois business, but also for the society as a wiBMES
are constantly faced with sustainable issues amdahe struggling to survive from the business tairgs.
Nevertheless, SMEs are well positioned that theycanveniently structured into their communitiebjch

is an added value to their business.
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