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Background of the study

Small and medium-sized enterprises (SMEs) represent around 99% of all companies in the Latvia and in
the EU, thus making it a significant part of national economies that should not be overlook in terms of CSR as

well.

SMEs are not smaller-scale versions of corporations and differ greatly in terms of managerial
structure, revenues, resource availability and allocation, market reach, product and service lines, as
well as available manpower. Given that a CSR strategy often necessitates additional investment, many SMEs

might not anticipate it to increase the bottom line.

For SMEs, CSR can play a crucial role in building social capital. SMEs may have limited resources
compared to larger corporations, but they can still make a positive impact on their local communities and

build relationships with stakeholders.



CSR Definitions (selected)

Carroll's (1979) - a company's discretionary obligations in those areas of voluntary social
involvement ...

A company's commitment to long-term growth that benefits stakeholders, deliver economic
advantages, and gives it a competitive edge while simultaneously meeting social and
environmental needs (OECD, 2001).

The International Labour Organization (ILO) - "a management concept whereby companies integrate
social and environmental concerns in their business operations and interactions with their
stakeholders on a voluntary basis" (ILO, 2010).

The European Commission (EC) - "the responsibility of enterprises for their impacts on society ...on
a voluntary basis" (European Commission, 2014).

The World Business Council for Sustainable Development (WBCSD) defines CSR as "the continuing
commitment by business to behave ethically and contribute to economic development while
improving the quality of life of the workforce and their families as well as of the local community and society
at large" (WBCSD, 2018).
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Figure 1. Four Pillars of CSR (adapted from Carroll, 1991)



Stakeholder Identification and Salience Theory and CSR

United Nations Educational, Scientific and
Cultural Organization (UNESCO) has
defined four dimensions of sustainable
development “society, environment,
culture and economy - which are
intertwined, not separate” (UNESCO,
2021) (See Fig. 1).

Employees and customers are another
group of stakeholders that overlap in both
frameworks. Might be considered two of
the most important/immediate
stakeholders.
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Figure 2. Stakeholder Identification and Salience Model (Adapted from Mitchell et al., 1997:874)
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SMEs in Latvia - 99,54%
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Figure 3. SMEs in Latvia (Statista, 2023)



CSR for SMEs: Is It Micro-CSR?

A comprehensive presentation of the micro-CSR definition is lacking in academia, which can
provide research opportunities but also pose challenges, according to Aguinis and Glavas (2012).

At the micro-level, CSR focuses on the impact of external and internal CSR initiatives on
stakeholder groups, as per Frederick's (2016) definition.

Micro-CSR examines individual-level processes, such as stakeholders' psychological responses,
beliefs, perceptions, and behaviours, toward a business organization's CSR, as noted by Jones et
al. (2017).

Rupp and Mallory (2015) defined micro-CSR as the study of the effects and experiences of CSR on
individuals at the individual level of analysis.

In a 2021 study it was observed that micro-level CSR is becoming a new organizational value, and
firms that embrace this new value in their business operations are more likely to achieve sustainability

goals than their competitors (Ahmad et al., 2021).
It all starts and ends with people!



Social capital = creating value

SOCIAL CAPITAL
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g
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Figure 4. Social Capital Theoretical Framework (Narayan and Cassidy, 2019)

Social capital refers to the
networks, norms, and trust
that exist between individuals or
groups in a society. It is the
value that is created by these
relationships and the benefits
that can be derived from them,
such as social support, access to
resources, and opportunities for
cooperation.



Types of social capital 1

1. BONDING/BELONGING - This refers to strong connections with family, friends, and close associates.
Bonding social capital provides emotional support and a sense of belonging (Woolcock and Sweetser,
2002).

2. BRIDGING - This refers to connections with individuals from different social or cultural backgrounds.
Bridging social capital provides access to new information, diverse perspectives, and opportunities.
Bridge between communities, groups, or organisations.

3. LINKING - This refers to connections with individuals who have power, influence, or resources outside of
one's immediate social network. Linking social capital provides access to resources, knowledge, and
opportunities that may not be available through one's own social network.

Individuals with high levels of social capital are often better positioned to access resources, achieve
their goals, and navigate complex social systems. Building social capital requires investing time and
effort into building and maintaining relationships, developing diverse networks, and contributing to the
communities in which one is a part.



Types of social capital 11

Structural = Linking

Cognitive = Bonding

Relational = Bridging

Social networks

Shared norms and values

Nature of relationships and
reciprocity

* Network ties and configuration
* Roles, rules, precedents, and
procedures

» Shared language, codes,
and narratives

e Shared values, attitudes, and
beliefs

» Shared goals, purpose, and
vision

* Trust and trustworthiness

* Norms and sanctions

* Obligations and expectations
* |dentity and identification

The Institute for Social Capital (2023)
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CSR and social capital conceptual
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Interim conclusions

~ SMEs can play a crucial role in social capital creation process though their CSR
initiatives and its mediating effect. Accumulation of social capital can be seen as a
positive externality of CSR deployment.

» For small and medium-sized enterprises (SMEs), CSR can play a crucial role in building social
capital. SMEs may have limited resources compared to larger corporations, but they can still
make a positive impact on their local communities and build relationships with
stakeholders.

» By engaging in CSR activities, such as supporting local charities or volunteering in community
projects, SMEs can build trust and goodwill with customers, employees, and other
stakeholders - building stronger networks and partnerships.

» Overall, SMEs can leverage CSR to build social capital and strengthen relationships with their
stakeholders, leading to a more sustainable and successful business.
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Thank you.
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