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Abstract

Background and purpose: Many people think that the corporate social

responsibility is inseparable from large companies. However, small condiment

companies have come to realize the importance of corporate social responsibility in

recent decades as well and begun to implement it gradually. But there are still some

challenges and opportunities that are faced by small condiment companies. This study

will contribute to increases in literature of corporate social responsibility of SME by

examining the SME in Chinese state policy context. And the purpose of this study is

to find out the opportunities and challenges confronted by small condiment companies

in implementing corporate social responsibility through the case study of the small

condiment company, Meihua Condiment Co. Ltd. Shandong Branch.

Method: The main method used in this study is single case study, which helps the

authors get in-depth investigation, rich description and better understanding of how a

small condiment company implements corporate social responsibility and the

opportunities and challenges it faces therein.

In this thesis, semi-structured face-to-face interviews that are aimed to get detailed

information about the small condiment company---Meihua Condiment Co. Ltd.

Shandong Branch are held. Since the face-to-face interview allows more

communication between the authors and interviewees, and through the interviews, the

authors get more familiar with the main condition of the company and know how they

implement the CSR, as questions raised to the interviewees mainly concern how the

company runs and how it implements corporate social responsibility.

Around the topic of implementing CSR in small companies, the authors had looked

up and analyzed the internet information like in China Development Observations,

professional journals, and different digest like Special Focus, thus come up with an

conclusion that small companies are faced with both challenges and opportunities.

Furthermore, through the practical investigation of a small typical company--Meihua
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Condiment Co. Ltd. Shandong Branch, the authors make a step future to prove this

argument.

Conclusion: During the process of implementing CSR, small condiment companies

may face plenty of opportunities such as low production cost, high group

cohesiveness and less social responsibilities, but also lots of challenges such as

enterprise development resistance and low social recognition. The investigation on a

condiment SME in China shows that it’s important to combine both business

opportunity and government effort for small condiment company to implement CSR.

The small condiment company can take the advantage of its little social responsibility

to save much effort to promote productions, utilize its strong staff coherence to

improve production enthusiasm, make effort to do charity work well to establish good

reputation, transfer the capital saved from taxes reduction to development, actively

carry out moral construction for responding the nation’s summons, enhance

enterprise’s sense of social responsibility. Meanwhile, the company shall also face

challenges and take full advantages of them.

What is more, due to the financial constrain and lack of external attention, the

government shall transform its functions, deepen the reform, create good external

environments and broaden the financing channel for small condiment company,

enhance the company’s sense of safe production and solve the environment and

products problems well.

Key words: Corporate Social Responsibility (CSR), Small Condiment Company,

Opportunities, Challenges, Corresponding Countermeasures
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1. Introduction

1.1 Background

Enterprise has emerged from the society, and its birth, development and expansion

is always connecting with the society. Nowadays, thousands of large and small

enterprises spread widely all over the world. They are the creators and accumulators

of social wealth, and play the key role in supporting the society and promoting the

development of the society and human history.

Enterprise is rooted in society. Meanwhile, it has to feed the society and bear its

historical responsibility for the society. Otherwise it is hardly to survive and achieve

sustainable development. If a corporate wants to achieve sustainable development, it

must bear certain social responsibilities. Nowadays corporate social responsibility (the

“CSR”) has become a widely recognized business process. CSR is model of

integrating laws, ethical standards and international norms into business (Wood,

1991). Actually corporate operations have affected the management overall the world

more than that of itself. Corporate should surpass the minimum legal requirements in

how it impacts the environment, customers, employees, communities and

stakeholders.

CSR is an evolution of corporate ethics because it involves balancing the social

expectations for all benefits parties, including shareholders, citizens, suppliers and

customers.

Most research on CSR has been done on large corporate, it shows that CSR has

been a necessary task and strategic objectives for them, and the documents are mainly

collected from these multinational companies. However, compared with large

companies, small companies to implement CSR responsibilities research are still rare

(Jenkins, 2004).

In these literature, some researchers review CSR of SMEs in order to put forward

an agenda for future research (Linh Chi Vo, 2011; Kechiche et al, 2012). Some
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studies are mainly about the development of SMEs in Europe by comparing France

and Morocco CSR practices to research how national institutions affect the social

responsibility of SMEs in food processing industry (Baz et al, 2014). Sweeney,

regards to understanding of CSR, researches the social responsibility aspects and

management of CSR to analyze differences between large firms and SMEs in Irish

(Sweeney, 2007). Another article also studies how CSR communication develops in

SME (Nielsen et al, 2009).

These literature basically are described the development and implementation of

CSR, like Sweeney’s article (2007), it mainly talked about the way in which firms

operating in Ireland define CSR. Baz et al article (2014) describes some differences

between the CSR practices by SME in France and Morocco. However, they seldom

mention the opportunities and challenges faced by small companies in implementing

CSR. Therefore, in this article, the authors want to contribute to increases in literature

of corporate social responsibility of SME by examining the SME in Chinese state

policy context.

1.2 Purpose

The purpose of this study is to explore the opportunities and challenges for a small

condiment company in implementing CSR.

Research questions:

1. What opportunities can a small company face while implementing CSR?

2. What challenges and corresponding countermeasures do a small company

experience while implementing CSR?
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2. Methodology

2.1 Literature Review

Hart (1998) defined the literature review as “the use of ideas in the literature to

justify the particular approach to the topic, the selection of methods, and

demonstration that this research contributes something new”. Webster et al. (2002)

defined it as “creates a firm foundation for advancing knowledge. It facilitates theory

development, closes areas where a plethora of research exists, and uncovers areas

where research is needed”. And “the purpose of the literature review is to identify the

research project, to form their contexts or background, and provide insight into

previous work” (Blaxter et al., 2010).

In this thesis the authors applied different search engines to find out related

literature on CSR, such as Google Scholar, Science Direct, SAGE journals online,

Wiley Online Library, and Springer Link. Most of them are from the University of

Gävle library databases.

The authors firstly search keywords such as "CSR, small companies" on above

websites, and then judge whether the articles are applicable to the thesis according to

the title, abstract and the introduction.

And the authors read several articles and find some relative materials about small

business CSR, such as Jenkins (2006) 's "Small business champions for corporate

social responsibility", “A ‘business opportunity’ model of corporate social

responsibility for small and medium-sized enterprises” (ibid, 2009), these articles

provide the information about the characteristics and strength of the small companies.

In order to find the opportunities and challenges that small condiment companies

are faced in implementing CSR, the authors looked up a lot of related literature. The

authors find out some relative laws and regulations on Internet, like《 the SME

Promotion Law of the People’s Republic of China》,《Food Safety Law》, and it shows

that they have begun to attach importance to develop the social responsibility of small
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companies in recent years. The authors also find some Chinese books and articles

introducing the shortcomings of small companies, such one of article "Research on

the financing problem of small and medium enterprises based on the view of social

responsibility" (Luo et al. 2010), it shows that small companies are especially lack of

financial support which is not conducive to develop CSR.

Those related literature help the authors to choose the proper research method of

the case study and let the authors know the research approaches, data collection

method, the information of different responsibilities of CSR and so on. Thanks to the

knowledge of those related literature, the authors choose the qualitative research and

take advantage of primary data and secondary data to prove the analysis and

conclusion of the thesis. What is more, those related literature make the thesis more

reliable and dependable.

2.2 Case Study

George et al. (2005) defined the case study as “…an instance of a class of events

where the term class of events refers to a phenomenon of scientific interest…that the

investigator chooses to study with the aim of developing theory regarding causes of

similarities or differences among instances of that class of events”.

Case studies can be divided into ‘single or multiple cases, and numerous levels of

analysis’(Yin,1984). Yin (1994) states that “A single case is appropriate for it

represents the critical situation that it is an extreme or unique case, or it is a

revelation case”. Darke et al. (1998) think that ‘single case provides in-depth

investigation and rich description’. Single case is always used in comprehensive and

thorough study of complicate or specific phenomenon, and a general conclusion can

be drawn from it (Voss et al, 2002). However, it also has limitations such as the

conclusion may be too subjective and the study object may be lack of

representativeness, so the conclusion shall be tested by other ways of study.
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Multiple cases study may be more comprehensive and more convincing and can

improve the effectiveness of case studies (Xie, 2009), but it may waste more time and

efforts. The information of the case study is gathered through multiple forms of data

collection (observation, interviews, and documents); it is also including audiovisual

materials and other relevant sources (Creswell, 2002).

In Voss et al article (2002), they summarized some advantages and disadvantages

differences between single case and multiple cases. See Table 1.

Table 1: Advantages and disadvantages differences between single and multiple cases

(Voss et al, 2002)

In this thesis, the authors choose a small company and explore from the perspective

of economic, ethical, legal, philanthropic and environmental responsibilities to find

the current CSR implementing conditions.

Herein the authors select Meihua Condiment Co. Ltd Shandong Branch as a

specific case study, since it belongs to the category of small corporate; Secondly, it is

located in the authors’ hometown, Yantai, China, which is very convenient for the

authors to collect information; thirdly, in the process of implementing Corporate

Social Responsibility, the authors find that the opportunities and challenges faced by

it are extremely representative and typical. Then the authors conduct series of

interviews (see section 2.5) on relevant persons in this company to learn how they

work on social responsibility, which provide factual basis for study CSR of small

corporate.
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Single case study helps the authors acquire first-hand information and knowledge

about the small company’s living status which are more reliable and effective than

those collected from other channels. Though single case study also has its

disadvantage that the results may be one-sided, through deep and thorough study of

the case such as investigating the company’s development progress, comparing its

past with nowadays and analyzing how external factors such as the state policy, the

customer and other companies that influence the company’s implementing CSR and

also combining relevant literature, the authors may can get a systematic and general

conclusion of how a small condiment company implementing corporate social

responsibility and the opportunities and challenges it faces.

2.3 Research Approach

There are two general kinds of research approaches: qualitative research and

quantitative research (Creswell, 2008). Guba et al. (1994) note that both qualitative

and quantitative approaches can be applied to any research paradigm appropriately.

Qualitative research

Qualitative research is a method which usually emphasizes the words rather than

quantified data collection and analysis (Bryman, 2008). It is conducive to recognize

the social phenomena in the natural environment from the perspective of participants

(Guba et al., 1994). Qualitative research is exploratory and useful when the researcher

does not know what the important variables are and how to do the analysis (Creswell,

2008). It tends to summarize and analyze the resources, in the process there is a

constant interaction between the collection and analysis, and thus to increase the

gradual understanding (Creswell, 2008). Qualitative research design depends on the

specific purpose of the investigation that what information would be most useful and

what kinds of information will be most credible (Hoepfl, 1997). Qualitative research

is the one that through carefully selecting a small scale or an individual sample to do

the exploration which does not require statistical significance.
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Quantitative research

Quantitative research refers to the systematic empirical investigation of social

phenomena via statistical, mathematical or computational techniques (Given, 2008).

The aim of the quantitative approach is to exploit and adopt mathematical models,

theories and hypotheses pertaining to phenomena.

Research approach in this thesis

The authors chose a small condiment company as the case study. As we know that

small single case is not suitable for quantitative methods in statistical data or

comparison, therefore the authors select qualitative research method.

Moreover, all the CSR information of small company is collected from the

interviews to their manager and employees (see 2.5.1). It is first-hand information and

also suitable for qualitative research.

As the authors’ aim is to make clear of the opportunities and challenges that are

faced by small company through the information acquired from the small condiment

company, Meihua Condiment Co. Ltd Shandong branch, not through data statistics

and that the authors do not know the variables, therefore qualitative research are more

suitable than quantitative research.

2.4 Data collection

Walliman (2006) thinks that collecting data needs to know how the methods work

and which ones are appropriate for particular types of investigation. He notes that data

has two main forms, namely primary data and secondary data. Table 2 shows some

differences between primary data and secondary data (Jain et al., 2007).

Walliman (2010) defines that the primary data is ‘Data that has been observed,

experienced or recorded close to the event are the nearest one can get to the truth’.

Primary data is collected by direct contacts with the interviewees to acquire relevant

information. Besides, we may get the information through interviews, focus groups,



8

observational techniques or surveys (Kotabe et al., 2009).

Data collected from a source that have already been published in any other form are

called secondary data. Frankfort-Nachmias et al. (1992) thinks ‘secondary data can

be defined as data collected by others, not specifically for the research question at

hand’.

Secondary data are collected generally from published sources like newspaper,

magazines, journals, books, reports, institutional publications (Srivastava et al., 2011).

In this thesis the authors adopt both primary data (the interview data from the case

company) and secondary data (indirectly to get information from books and articles)

to analyze confronted opportunities and challenges when small company implements

CSR. The data from the case study are the primary data, the supplementary materials

and information from references by other authors are secondary data.

Table 2: Differences between primary data and secondary data (Jain et al., 2007)
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2.5 Interview

Interview is a popular way to collect original data, and it is also a way of

conversation with the respondent. There are three types of interview: structured

interview, unstructured interview and semi-structured interview. These interviews all

can help researchers obtain in-depth information about the topic of studying.

Structured interview

Standardized questions are read out by the interviewer according to an interview

schedule, and the answer of the questions may be format-closed (Walliman, 2006). It

is a predetermined 'standard' or a same set of questions based on the questionnaire

that requires the interviewees to finish (Saunders et al., 2009). Structured interview

that is used to collect quantitative data is also called "quantitative research

interviews" (ibid).

Unstructured interview

It is a flexible format usually based on a question guide out where the format

remains the choice of the interviewer, who can allow the interview to 'ramble' in order

to get insights into the attitudes of the interviewee (Walliman, 2006). No

closed-format questions are used. Unstructured interviews are those that allow the

interviewer to get opinions and get a feel of general attitudes of the respondents

(Srivastava et al., 2011).

Semi-structured interview

Semi-structured interview is the one that contains structured and unstructured

sections with standardized and open-format questions (Walliman, 2006). It is used

when the researcher asks the respondent some basic questions, and then lets the

respondent answer (Srivastava et al., 2011). By comparison, the semi-structured and

in-depth (unstructured) interviews are "non-standardization"(Saunders et al., 2009).

These are usually called "qualitative research interviews” (ibid).
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Srivastava et al. (2011) think structured interview data is usually collected in the

quantitative approach, and semi-structured interview and unstructured interview data

are usually collected in the qualitative approach.

The interview type in this thesis

Semi-structured interviews are selected as the main primary data source in this

thesis as the authors want to raise some open questions to get all the respondents'

answers within the small condiment company, then the authors can better analyze how

small condiment companies implement CSR.

2.5.1 Semi-structured Face-to-Face Interview

Generally there are two methods to conduct interviews: face-to-face and telephone.

Face-to-face interview can be carried out in a variety of situations, however,

telephone interview can avoid the necessity of traveling to the responders, and all the

time and problems associated with contacting people personally (Walliman, 2005).

However, selection of either face-to-face interviews or telephone interviews depends

on the distance.

In general, there are some factors that need to consider in conducting face-to-face

interviews. In Figure 1, it shows the stages how to conduct face-to-face interviews.
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Figure 1: Stages in the interview process (Wilson, 2010)

As the authors lived in Yantai, Shandong, and luckily, the small company is also

located there. In summer vacation, it is easy for the authors to carry out face-to-face

interview with them. What is more, Face-to-face interviews are more suitable and

convenient than telephone interviews, since the former way allows more

communication between the authors and the interviewees.

One manager and four employees were chosen in Meihua Condiment Co. Ltd

Shandong Branch to do the interviews, and the purpose was to find out how this

company has been implementing the CSR and how they deal with the opportunities

and challenges with CSR. A phone interview was appointed with the principal of the

company and the date for the interview was scheduled for Friday, 02 August 2013

with each interview lasting about half hours. The interview lasted 3 hours in total, of

which one hour was used to visit the company. And the whole interview was recorded

in minutes.
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The authors put forward relevant questions about how Meihua Condiment Co. Ltd

Shandong Branch implemented CSR and the way they dealt with the advantages and

difficulties in its CSR implementation with the four interviewees respectively. And the

authors also emphatically inquired how the company fulfilled the responsibility to the

employees.

 The questions for the manager:

When was the company set up, and how many employees in the company?

What products are produced in the company?

What are the measures that the company takes to ensure the safety of products

on the market?

What management system does your company adopt?

Why does the company implement security risk management? (Under the

requirements of the government, the company has to ensure the safety of all

workers, so it implements security risk management.)

What are the favorable conditions for this company to make development at

this stage?

What are the difficulties encountered in the process of development？

What are the advantages and disadvantages on CSR in your company? And

why?

On environmental problems, how to handle with them?

Describe how the company does with employee welfare.

How does your company deal with the relationship with stakeholders, include

supplier, seller, customers.

What pressure do you meet in the company’s development?

 The questions for the employees:

How do you think about the benefits in your company？

How about your welfare?

How do you think of the environmental handling in your company？
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Whether the company gives you equal treatment?

How long do you work here?

How about the working environment?

How do you think about your company, and do you like your work?

What are your job responsibilities?

Do you think of the QC(quality control) in your company?

2.6 Validity, Reliability and Generalization

Carmines et al. (1979) define the validity “as the extent to which any measuring

instrument measures what it is intended to measure”. Messick (1990) also

governments the validity is “an integrated evaluative judgment of the degree to which

empirical evidence and theoretical rationales support the adequacy and

appropriateness of interpretations and actions based on test scores or other modes of

assessment”.

Reliability determines how to measure consistent production of skills or knowledge

under different conditions. If the measure has high reliability, it produces consistent

results (Reliability, 2013). According to Golafshani (2003) and Joppe (2000)

describing what reliability is:

“…The extent to which results are consistent over time and an accurate

representation of the total population under study is referred to as reliability and if the

results of a study can be reproduced under a similar methodology, then the research

instrument is considered to be reliable”.

And Bassey (1990) pointed out, “a generalization government of specific events

and collect evidence, inference evidence to predict the occurrence of similar events”.
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Validity, Reliability and Generalization in this thesis

(1). Validity: The authors use some personal relationship in order to get approach to

the company, so some detail information which is not available to the public will be

acquired. The questions of the qualitative research are asked by the authors and

answered by the managers and employees of the small condiment company on the site.

All questions are open-end questions. All interviewees are voluntary and will receive

a small gift after the interview.

(2). Reliability: As described above, the authors of case study who carried out the

interviews, so the first-hand information the authors got are reliable and effective. In

addition, the secondary data are from professional books, articles magazines, and

internet by other authors which are all from dependable sources and can be found and

inspected, all of which are authoritative website, magazines and digest. The

interviewee was informed about the nature and objectives of the research, but to

ensure their response is reliable and not with bias, no leading question that states the

standing point will be given.

(3). Generalization: Trough single case study the authors understand how the small

condiment company implements CSR and the opportunities and challenges faced by it

therein. During the study, interviews are held to get detailed information of the

company. Through analyzing and combining related literature, a systematic and

general conclusion can be got.

The confidentiality and anonymity of data will be maintained. The questions are not

supposed to have any direct impact on the interviewee’s daily life, since all questions

are open-end questions regarding the firm management. The only effect would be

helping firm managers to rethink the strategy corporate social responsibility

implementation, which could have a positive effect.
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3. Theoretical Framework

3.1 Small Company

3.1.1 Definition of Small Company

According to European Union (2002) standard, small company is a company with

headcount of fewer than 50, annual turnover less than Euro 10 million and annual

balance sheet less than Euro 10 million. Comparatively, given its generally

labor-intensive market and low mechanization in China,《the SME Promotion Law of

the People’s Republic of China》(Huang, 2003) gives a different definition, that is, a

company with a headcount of less than 300 or the annual income less than 30 million

Yuan is a small company.

3.2 Corporate Social Responsibility

Corporate social responsibility has long been concerned by the scholars in

academia and business circles. They made a lot of researches, discussions and

practices, thus got many theoretical results, and formed a variety of views, but still

there is no an uniform standard yet.

Brown (1953) believes that CSR is an obligation of businessmen. They need to

formulate policies on the basis of social goals and values, make a decision or to

follow the rules of action. McGuire (1963) notes that the idea of CSR assumes that the

corporation not only has economic and legal obligations, but also has certain

responsibilities to society that are beyond these obligations. Sahlin-Anderson (2006)

thinks CSR as a combination of global trends in industrial and commercial corporate,

governments and international organizations and civil society organizations.

There are many different CSR definitions by different scholars and organizations.

However, the authors agree with the Commission of the European Communities
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(2003) who defines,

“CSR is the concept that a corporate is accountable for its impact on all relevant

stakeholders. It is the continuing commitment by business to behave fairly and

responsibly and contribute to economic development while improving the quality of

life of the work force and their families as well as of the local community and society

at large.”

In recent decades, CSR becomes more and more important for many corporates, it

has become their mainstream ideology and value. Combining with the principles of

sustainable development, Novethic (2003) believes that corporate social responsibility

includes three dimensions: economic dimensions (efficiency, profitability), social

factors (social responsibility) and environmental factors (environmental

responsibility). These three dimensions mean that the corporate has very wide

responsibilities. Corporate do not only supply products and services for customers

(Hubbard, 2009), but also needs to focus on environmental and social responsibility.

Furthermore, Carroll pointed out that CSR includes economic, legal, ethical, and

philanthropic (discretionary) expectations which can be described as a pyramid. In

this CSR pyramid, Carroll (1991) puts economic responsibility as the basis for other

responsibilities and put it on the bottom, then turns up to build the legal, ethical and

philanthropic responsibilities. The CSR pyramid is illustrated in figure 2.
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Figure 2: CSR pyramid (Carroll, 1991)

However, this thesis combines Novethic’s (2003) three dimensions and Carroll’s

pyramid theory (1991) together to illustrate the CSR implementation in the following.

3.3 Five Different Responsibilities of CSR

3.3.1 Economic responsibility

Corporate is the economical basis of the whole society. Its basic function is to make

profit through producing goods and providing services to meet the consumers and

society’s need. Carroll (1979) also defined the economic responsibility of business is

‘to produce goods and services that society desires and to sell them at a profit’.

Enderle et al. (1998) thinks that the economic responsibility of the corporate is that:

making or maximizing profits, increasing productivity, maintaining or increasing the

wealth of the owner or investor, respecting suppliers, fair competition, protecting or
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creating jobs, paying fair wages, social welfare, education, encouraging employees

and providing customer service. Carroll (1991) also pointed out several aspects of

economic responsibilities: Table 3 shows some components of economic

responsibility. Furthermore, a company's CSR cannot be fulfilled without its basic

economic function.

Table 3: Economic components (Carroll, 1991)

3.3.2 Legal Responsibility

Corporate is an integral part of society. It undertakes productive task and provides

power, products and services to society. But on the other hand society also requires

the corporate to achieve economic goals within the legal framework (Chen, 2008).

The legal responsibility of corporate refers to both the positive and negative

obligations imposed on corporate by the laws and regulations in the society where it

operates (Carroll et al., 2010), such as operating under the laws and regulations or

government expectations, abiding by the laws and regulations, fulfilling their legal

responsibilities (Carroll, 1991). Table 4 illustrates some elements of legal

responsibility.
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Table 4: Legal components (Carroll, 1991)

3.3.3 Ethical Responsibility

Carroll (1991) thinks that the ethical responsibility of corporate contains standards,

norms, or expectations which reflect a concern with consumers, employees,

shareholders, and the community regard as fair and just. In terms of ethical

responsibility, corporate behavior should be consistent with the social ethical concepts

and ethical standards; they could not reduce the ethical standard to achieve the

economic objectives (Carroll, 1991). Ethical responsibility has great influence on the

legal responsibility. While the ethical responsibility is continuing to expand, it also

has higher expectations on the legal liability. Table 5 illustrates some elements of

ethical responsibility.

Table 5: Ethical components (Carroll, 1991)
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3.3.4 Philanthropic Responsibility

Philanthropic responsibility of corporate includes ‘those corporate actions that are

in response to society's expectation that business be a good corporate citizen. This

includes actively engaging in acts or programs to promote human welfare or good

will’ (Carroll, 1991). However, compared with ethical responsibility, philanthropic

responsibility has more freedom, and it emphasized more on corporate voluntary.

Philanthropic responsibility has more expectation on the corporate (Wang et al., 2013).

Table 6 shows some elements of philanthropic responsibility.

Table 6: Philanthropic components (Carroll, 1991)

3.3.5 Environment Responsibility

Russo et al. (2009) thinks that profits may not be the only goal of the corporate.

Corporate should also support the environmental development. Inoue et al. (2011)

think that environmental issues refer to enterprise support for the environment.

Environmental responsibility means the corporate should protect the environment,

reduce environmental pollution and bear the responsibility of maintaining national

environmental security (Fan, 2010). Taking environmental measures and eliminating

the environmental impact is an important part of corporate social responsibility (Zhao,

2006).
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3.4 Stakeholders Theory

Stakeholder concept was first used in an internal memorandum at the Stanford

Research Institute in 1963. It defined stakeholders as "those groups without whose

support the organization would cease to exist” (Freeman et al., 1963).

Post (2002) defines it as "The stakeholders in a corporation are the individuals and

constituencies that contribute, either voluntarily or involuntarily, to its

wealth-creating capacity and activities, and that are therefore its potential

beneficiaries and/or risk bearers”.

From the perspective of CSR object, corporate needs to undertake the responsibility

of stakeholders. Stakeholders generally include managers, employees, customers,

investors, shareholders, suppliers, government, the local community and the society at

large and even the natural environment (Inyang et al., 2011). Hillman et al. (2001)

found that developing a close relationship with key stakeholders can help corporate

obtain invisible and valuable asset. The relationship between investors and

stakeholders can lead to the loyalty of customers and suppliers, reduce staff turnover

rate, and improve corporate reputation.

However, in this thesis, the authors get the research results mainly from the

discussion with employees, suppliers and customers perspectives.

3.4.1 Employees

Humière et al. (2001) survey shows that employees are regarded as the most

important stakeholder groups and corporate must fulfill their social responsibilities

towards employees. Fan (2010) thinks that employees provide various basic elements

to the corporate; they are the basic force of the corporate. However, the employees

motivation and initiative directly determine corporate competitiveness and

development potential, so employees have a great influence on the success or failure

of the corporate. In addition, corporate with good CSR is generally easy to attract and
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retain high quality employees (Albinger et al., 2000). Therefore corporate should pay

utmost attention to employee relations.

3.4.2 Suppliers

Supplier provides the factors of production required for corporate, and often assists

or participates in the corporate product development (Fan, 2010). The basic aspect of

suppliers is that corporate can pay the money on time, and there are no default

payments (ibid).

3.4.3 Customers

Fan (2010) believes that the satisfaction from enterprise-type customers directly

determines the increase of sales and revenue. Xin (2012) holds that, with increasing

diversification and personalization of customers’ demand, the products with higher

cost performance as well as top-ranking and impeccable services are required. As

customers have increasingly personalized requirements for products and services, they

have been constantly reducing their dependence on and loyalty to single corporate

product and service and meanwhile improving their demand for the time of product

and service supply.

3.5 Some Relevant Laws and Regulations of SME in China

SME play an important role in the Chinese enterprise system, the development of

SME is not only about economic growth, but also about social benefits. In 2003, the

government promulgated the “the SME Promotion Law of the People’s Republic of

China” (Huang, 2003), in 2009 the Government Council issued the several “opinions

on further promoting the development of small and medium-sized enterprises” (the

Government Council, 2009), put forward a lot of suggestion that help medium and

small enterprise development. For food safety problems of small enterprises, in 2009

the government promulgated the “food safety law of the people's Republic of China”
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(Food safety law, 2009). In 2013, China first published “Guidance on Social

Responsibility of Small and Medium Enterprise” (NSMEC,2013), the guidance is not

only help the small and medium-sized enterprise to understand corporate social

responsibility comprehensively and scientifically, it also shows that the government

pay more attention to the development of small and medium-sized enterprises .

3.6 Characteristics of Small Company in implementing CSR

CSR has always been associated with large company, however, as the importance

of small company has been increasingly recognized; more attention has been given to

its influences on society and environment (Fuller, 2003).

Jenkins (2004) believes that with differences of large company in scale, resource,

management style and individual relationship, the small company is hardly to adapt

itself to the practices of large company. It may, unlike large company, be not in a

position to directly participate in charity and public welfare activities (Bacon et al.,

1996), but it has many characteristics and can be given opportunities during CSR

implementation (Jenkins, 2006). Small company is flexible and adaptable and can

therefore respond quickly to changing circumstances (Jenkins, 2004). Small company

is more creative and innovative which can therefore apply innovation method to

promote CSR development (ibid).

Compared to the pressure of the international market that large company has to deal

with, the small company may face the pressure of just survival or service and less

pressure of stakeholders (Masood, 2010). Udayasankar (2007) also holds that, the

company with smaller scale may face less pressure or acquire less recognition of CSR

because of its relatively low popularity. He also mentioned that due to restrictions and

lack of resources, the company with smaller scale is usually unable to exercise CSR

programme (ibid). Unlike large company, the small company may have no strength to

directly participate in charity and public welfare activities and it can only try its best

to fulfill some fundamental obligations (Bacon et al., 1996).



24

Large company has systematized management in general. By contrast, small

company often has a personalized management style, lacking formal management

structure and specialized staff. Goffee et al. (1995) maintain that the small company

continuously evolving based on the market can also change its management features.

However, Fan (2010) believes that, when there is a conflict between economic interest

and CSR, some small companies are often in one-sided pursuit of immediate interests,

ignoring or escaping from the social responsibility that they shall assume. Luo et al.

(2010) believe that, such behavior of small company for the pursuit of short-term

interests is very likely to reduce stakeholders’ confidence on the corporate products

and also cause the loss of company’s credit thereby resulting in financing difficulties

and impeding corporate development. However, Bradford et al. (2008) believe that, as

a low-priority problem needing expensive solution, the environmental issue of small

company is unworthy of discussion in economy. Tencati et al (2004) believe that,

small company may lack the resources management and functional experts, which

will probably lead to poor management or failure to make full use of opportunities.

In the treatment of employees’ aspects, although large company has done better

than small company, the small company still has some advantages in treating the staff.

The manager of a small company can increase their contact with the staff during

non-working time so as to reduce the gap in work between the leaders and employees

(Torrès, 2000). Moreover, the manager knows most of the names of the employees,

and he can use the same way to talk about their duties and their personal

characteristics with employees together like family or friends (Nielsen et al., 2009).

Whereas, it is often difficult for numerous small and medium enterprises to get their

staff involved in CSR (Jenkins et al., 2009). In a number of small and medium

enterprises, some employees have limited knowledge and even do not know what

CSR is, which surely has an effect on small company’s implementation of CSR (Fan,

2010).

In Kechiche et al opinion (2012), the regional cohesion and company’s local

foothold may exert an influence on the implementation of CSR proposal. They

believe that, the majority of small and medium enterprises have strong regional



25

adhesion with recognition of general areas as the basis. Moreover, Kechiche et al.

(2012) also hold that, the community will provide the company with lots of resources,

such as infrastructure, labor, raw materials, etc., and meanwhile is expecting to get

some economic and social benefits in return by reciprocating manner.

Nielsen et al. (2009) consider that small and medium enterprises cannot honor CSR

commitments. They believe that small company may not be able to keep its promises

and to do what it is promised just like large company. Fan (2010) also holds that,

some small companies take the performance of CSR as a slogan and cannot really

bear and implement CSR in company’s operation.

3.7 Role of government: towards a new CSR model for SME

From the firm perspective, Jenkins’ Corporate Social Responsibility model (2009)

sets up a basic platform for CSR implementation in SME. Recent studies tend to focus

primarily on finding the business opportunity inside the operation of companies so as

to justify the implementation of CSR implementation in SME. Their studies have

received a wide-range of academic attention and been widely applied in practice

(UNIDO, 2002). However, the progress of CSR implementation in SME in general

was still very slow, especially in developing countries. Some countries have made a

certain amount of achievements while others not. Since Jenkins’ theory cannot explain

these discrepancies, new elements should be added in order to generate a more

comprehensive understanding of the CSR practice among SME.

By reading literature on developmental studies and Corporate Social Responsibility

such as Commercial Times (2014), China WTO Tribune (2014), the authors found that

the state and the government could play an important role on the process.

First, government would develop strong interest in CSR in particular period. For

example, governmental interests in CSR in UK are due to governance deficits which

government and the whole society experienced during the 90s (McWilliams, et al,

2006). Also, to maintain its social political stability, government in authoritarian

countries like China would have particular interest on forcing enterprise providing
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social goods to workers. Historically, government takes the lead in the redistribution,

which is providing social welfare to society by collecting tax from companies and

riches. The implementation of CSR in fact provides a supplement to the government’s

effort.

Second, government has direct administrative power over a wide range of company

process, so the nature of business-government relationship allows for CSR

enforcement. There are three main tools in the hand of government in order to

promote CSR in SME: Legislation, regulation and taxation.

Third, the unawareness of business opportunity of SME on CSR implementation is

another source of slow progress. In this case, government is able to provide a series of

programs promoting the knowledge about CSR, which in turns help the local

development. All three players in the field, i.e government, SME and community

benefit from the social learning process.

In summary, CSR has to be considered as part and parcel of a wider system of

national societal governance incorporating government institutions, business

organizations and non-governmental organizations(McWilliams, et al, 2006).

3.8 Summary

In implementing CSR there are many differences between large company and small

company. The CSR can be divided into five categories, which are economic

responsibility, legal responsibility, ethical responsibility, philanthropic responsibility

and environment responsibility. In implementing the five responsibilities large

company and small company face different situations and take different measures, as

they have different financial basis, human resource basis, running model, enterprise

cultures and different managing ideas. The eternal factors such as the suppliers,

customers, the state laws and regulations and state policies may have great influence

on small company in its implementing corporate social responsibility, so it shall

coordinate the eternal and inside factors well and take advantage of every opportunity

and challenges. Though comparing with large company small company has many
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deficiencies such as lack of capitals, low staff quality and incomplete organization

structures, it also has its own characters and advantages such as good flexibility,

strong coherence of employees, low cost and less pressures. If making use of the

advantages well, the small company can play an important role in implementing

social responsibility. Furthermore, the assistance of government may be very helpful

to small company. With the support and encouragement of the government, great

achievements can be made by small company in CSR implementation.

With the above mentioned theories, we can analyze following specific case

accordingly, for example, we can analyze the social responsibility the company bears

in five different categories, the opportunities and challenges it faces and how to

improve in future.
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4. Empirical Findings

4.1 Small Company: Meihua Condiment Co. Ltd Shandong

Branch

Meihua Condiment Co. Ltd Shandong Branch (herein after referred to as the

“company” or “Meihua Company”) is located in Yantai, Shandong and was found in

2001. Covering an area of 70,000 square meters, with about 100 employees, among

whom there are 11 technique officers and 6 food quality controllers. The Meihua

Condiment Co. Ltd mainly produces condiments such as gourmet powder, with an

annual income of about 18 million yuan.

4.2 Corporate Social Responsibility of Meihua Condiment

Co. Ltd Shandong Branch

As there are so many small and medium sized condiment brands, in order to better

attract the consumers and increase the sales, the company began to implement the

CSR. By implementing CSR, it improves the company’s reputation but brings some

difficulties. Based on above, the authors illustrate the company’s CSR from the

economic, legal, ethical, philanthropic and environmental perspectives respectively.
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Figure 3: The sketch for CSR of Meihua Condiment Co. Ltd Shandong Branch

4.2.1 Economic Responsibility

The author illustrates the company’s economic responsibility from the perspectives

of employees, products and suppliers respectively.

(1) Economic Responsibility towards the Employees

The small scale company attaches much importance to the economic responsibility

towards employees since the work is largely done manually by the employees. In

order to ensure normal production and fulfill its economic responsibility to employees,

they will first pay salary on time and in full. Besides, the company will pay social

insurance for them as planned.

In order to enhance the employees’ sense of ownership, the company tries always to

improve employees’ benefits. For example, free apartments and free lunches are

provided for the employees who are greatly facilitating the staff’s daily work and life.
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As some of the employees are lack of education while many jobs require higher

skilled workers, the Meihua Condiment Co. Ltd has invested specific funds to offer

safety and work skills straining for them, thus to improve their general skills to ensure

that employees are qualified and competent for their work. The company also

provides training opportunities for managers and excellent staff in other large

companies at its own cost. They are sent to Management College to receive the

advanced management concept and technology which is to improve their working

ability and level. For those employees with low academic degree, the Company will

set up a series of special training courses as well to improve their skills.

The company has also established its own internal business newspaper. On one

hand, the newspaper provides relevant industry information with which employees

can get familiar with the field knowledge. On the other hand, it is also a kind of

cultural training to enhance the cultural quality of its staff. Above measure has

brought learning vogue to the enterprise and made it a learning-type enterprise. The

result is evident that the overall quality and ability of employees are improved

unconsciously.

(2) Economic Responsibility towards the Products

The company sets up a sustainable development strategy group to explore a series

of countermeasures and programs to maintain the company developed sustainably in

the industry. Besides, the group is taking the responsibility for solving the growth and

developing problems of the company. Above measures prove that the company can

fulfill its economic responsibility in product side well.

In order to expand its market shares, the company provides marketing and sale

straining to the related personnel. And material and spiritual rewards are provided to

those salesmen who have an outstanding performance.

When the distributors meet the purchasing reward standard, the company will offer

preferential encouragement which further consolidates the steady growth of the sales

of the products.
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(3) Economic Responsibility towards the Suppliers

The company sets up a special material storeroom with full-time storekeepers who

will handle the deliveries according to the warehousing procedures. They will verify

the relative invoices and hand over to the finance to apply a timely remittance. The

payment time is within two months; seldom is the delay payment occurred. This the

way the company fulfills its economic responsibility towards the suppliers.

4.2.2 Legal Responsibility

The authors illustrate the Company’s legal responsibility from the perspectives of

employee and product quality respectively.

(1) Legal Responsibility towards the Employees

In recruiting employees, the Meihua Condiment Co. Ltd will execute official labor

contract with them on the basis of equality and free will, protecting their legal rights

and interests. Besides, the Meihua Condiment Co. Ltd has bought insurance and

medical insurance for their employees according to the government laws and

regulations.

(2) Legal Responsibility towards the Products

The Meihua Condiment Co. Ltd pays much attention to the product quality and

safety. They abide by its promise for quality and comply strictly with government

laws and regulations on production safety. In order to avoid product failure and

quality problems, the ISO9000 system is introduced and they accord strictly with the

requirements of the system, not to sham products, thus to fulfill its legal liability for

products.
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4.2.3 Ethical Responsibility

The company's ethical responsibility contains the explanations towards employees,

product quality and consumer.

(1) Ethical responsibilities towards the employees

The Meihua Condiment Co. Ltd offer daily breakfast and lunch to employees and

make their life more convenient. The Company requires all the employees to respect

each other and not to discriminate each other for the accent differences as some of the

employees are migrant worker. In addition, the Company provides dormitories to the

migrant employees which greatly facilitate their daily life.

(2) Ethical Responsibility towards the Product Quality

The Meihua Condiment Co. Ltd believes it is the fundamental responsibility to

guarantee the food safety. The Company has established the system of production,

packaging, transportation and sales service, implemented security risk management,

developed security risk points in every division, and carried out advance risk control.

It has established its own food safety inspection procedures and provided advanced

testing equipment. The products are inspected at three grades once they are produced,

the first time is self-inspection made by the producers; The second inspection is

implemented by the team leader; The third 100% inspection is fulfilled by the

full-time QC who are in charge of food safety test.

(3) Ethical Responsibility towards the Consumers

The Company has its own fixed customer group and the customer information is

highly confidential. So Meihua Condiment Co. Ltd attaches great importance to

protect the clients’ information, and requires the employees to enhance the

confidentiality awareness and protect the legal rights and interest of customers to

avoid the loss of consumer’s trust. The Meihua Condiment Co. Ltd fulfills the ethical

responsibility towards consumers and strictly comply with the standard operating

procedures in each step of production. The company has established the QC

department, made careful inspection of every product to guarantee that the produced
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goods meet the quality standards, thus to avoid the inferior products or shoddy

products.

4.2.4 Philanthropic Responsibility

The authors illustrate the Company’s philanthropic responsibility from the

perspective of employee and community respectively.

(1) Philanthropic Responsibility towards the Employees

The Meihua Condiment Co. Ltd often organizes charity activities to raise financial

support to help those poor and hard families. They will send some senior officers to

visit their family regularly and provide financial aid to them, thus will help to enhance

their working passions.

For some employees with low academic degree, the Meihua Condiment Co. Ltd

offers training courses to them to improve their skills.

(2) Philanthropic Responsibility towards the Community

Meihua Condiment Co. Ltd has many faithful communities and a large group of

loyal neighbors around the Company. In order to improve its fame among the

neighbors, the Meihua Condiment Co. Ltd advocates and carries out “Healthy Life

“activities in the communities and holding interaction communications between the

neighbors and employees regularly to strengthen their satisfaction.

In addition, the Meihua Condiment Co. Ltd supports and fund some poor students

with free books and stationeries, and tries their best to solve the students’ financial

problems of schooling. It has encouraged the students’ study passions, and the

behavior is highly praised by society and the government as well.

4.2.5 Ethical Responsibility towards the Environment

The company once ran into some difficulties in terms of ethical responsibility

towards the environment,. Waste water and gas cannot be avoided in production. So

Meihua Condiment Co. Ltd has had to make a large investment to solve the problem.
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However, the competition on the market is fierce and expenses on waste water and

gas have largely increased the financial burden of Meihua Condiment Co. Ltd. But the

Meihua Condiment Co. Ltd paid the price in the environment for its reduction in

investment into waste water and waste gas. In 2009, the Meihua Condiment Co. Ltd

leased some land nearby, discharging the waste water into the said land. But it made

the land a sewage pool and ignored its responsibility towards the environment. Later,

the Meihua Condiment Co. Ltd was imposed a fine of 760 thousand Yuan and was not

allowed to start work until the sewage was appropriately treated.

In recent years, the company is continually improving the behaviors of ethical

responsibility towards the environment. In order not to pollute the land and rivers

nearby, the company purchased a sewage treatment system by their own thus to avoid

the random drainage of sewage before. The action has received the high praise and

encouragement from the government.

4.3 Opportunities for Meihua Condiment Co. Ltd Shandong

Branch in CSR implementation

(1) Internalization

The small company’s characteristics of high adaptability and quick response

have brought opportunities to Meihua Condiment Co. Ltd in the implementation of

CSR. According to information, domestic condiment brand products have

occupied most of the positions of the supermarkets in China and seldom we can

see the products from small companies. At the very beginning, Meihua Condiment

Co. Ltd also supplied goods to supermarkets and shopping malls but with poor

sales. In general, the customers would choose the well-known brands. In order to

meet people’s living needs nowadays, Meihua Condiment Co. Ltd has been also

making adjustments on products. They choose to try the e-commerce marketing

which will save the transportation cost and eliminates the counters’ expenses on

supermarket or shopping mall. This is a new sales approach for enterprises when

lacking of funds and has also brought opportunities to Meihua Condiment Co. Ltd
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Shandong Branch.

(2) Government’s supports

In recent years, due to the frequent occurrence of food safety issues in China,

Chinese government has attached increasingly importance to the food industry and

paid close attention to the social responsibility of a small company. In 2009, the

《 Food Safety Law》 was issued; Then in 2013, the《 Guidance on Social

Responsibility of Small and Medium Enterprises 》 was released. These

governmental measures have strengthened Meihua Condiment Co. Ltd’s

determination to implement CSR. Years ago, company’s CSR implementation was

just a slogan and only few would take an action. Besides, according to

investigation, Meihua Condiment Co. Ltd even did not know how to implement

CSR long before as there was no clear guidance. By the 《Guidance on Social

Responsibility of Small and Medium Enterprises》 , Meihua Condiment Co. Ltd

realized that they should take some actions to perform the CSR. As pointed out in

the guidance, the small and medium enterprises shall implement CSR in

accordance with their own conditions and give full play to their advantages.

What is more, in order to ensure the safety of all workers during the production,

the government requires Meihua Condiment Co. Ltd Shandong branch implement

Security Risk Management, The government also cares about the living standards

and working safety of workers in the company and assign a team to investigate the

living status of the workers. It proves that the government highly emphasizes the

importance of the CRS implementation in Meihua Condiment Co. Ltd.

(3) Opportunities for the company in economic responsibility implementation

Economic responsibility implementation offers opportunities to employees:

China is rich in labor resources, it is not difficult to recruit workers in small and

medium-sized cities, especially in rural areas, Advantages in economic

responsibility implementation for suppliers: With the economic development in

recent years especially in information and logistics industries, the company can

shop around to purchase the raw materials and make the best choice based on

quality, price and reputation.
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(4) Opportunities for the company in legal responsibility implementation

China is a country under the rule of law, having been gradually improving

various laws and regulations while developing the economy; the government has

promulgated 《 the SME Promotion Law of the People’s Republic of China》 ,

《 Food Safety Law》 and other relevant laws and regulations, which provides

protection not only to the interests of all parties but also to relevant rights and

interests of the company.

(5) Opportunities for the company in ethical responsibility implementation

The government has been constantly advocating social ethics and restoring

traditional culture and morality. At the same time, the Company has set up strict

factory management systems to ensure product quality and after-sale food safety.

(6) Opportunities for the company in philanthropic responsibility

implementation
The government encouragement, social and community recognition have created a

favorable external environment for company’s implementation of philanthropic

responsibility. And it has also improved the fame and reputation of the company.

(7) Opportunities for the company in environmental responsibility

implementation

The introduction of government’s Environmental Protection Act sets

environmental protection standard for the corporate in the process of their

production and provides law basis for the company in the performance of

environmental responsibility. In addition, the government advocates energy saving

and emission reduction and offers favorable policies to the enterprises which have

made achievements in pollution abatement and environmental management,

thereby reducing the burden on enterprises.
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4.4 Challenges for Meihua Condiment Co. Ltd Shandong

Branch in CSR implementation

(1) Problems with the employees of the small company
According to the survey, the employees in Meihua Condiment Co. Ltd Shandong

Branch with college degree or above account for 5% of the total headcount;

Employees with under-college degree account for over 90% of which 23.3% have

technical secondary school or high school certificates and 71.7% have education level

below junior middle school. The personnel who are lacking of education thus

professional skills has become the bottleneck to the development of Meihua

Condiment Co. Ltd Shandong Branch. Based on investigation, most of the employees

do not know what CSR is and why it is implemented. So the Company has to conduct

on-the-job training for its employees and explains to them the opportunities for

company and employees in CSR implementation.

Due to sustained economic growth in China and the price of raw materials have

been continuously increased, meantime the employee’s wages and salary need to

increase sustainability, it requires the company to work hard on production and

operation so as to create better economic benefits to fulfill the its responsibility to the

staff.

(2) Challenges for the company in legal responsibility implementation
The government has carried out quite strict supervision over food safety. How to

control the procurement of raw materials, execution of production processes and

inspection of ex-factory products to guarantee 100% pass rate is the challenge the

company has to face in legal responsibility implementation.

(3) Challenges for the company in ethical responsibility implementation
The challenges include: how to make employees fully meet their obligations and do

their best in each post especially the inspectors; how to raise and invest more funds in

update and renovation of production equipment to equip more advanced

manufacturing and testing equipment.
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(4) Challenges for the company in philanthropic responsibility implementation
The company must have certain economic strength to implement philanthropic

responsibility. It is a challenge for the company to develop production and enhance

economic performance.

(5) Challenges for the company in environmental responsibility

implementation— financing difficulties
Even with the government’s strengthening supervision over environmental

protection, due to financing difficulties or lack of funds, some enterprises avail

themselves of loopholes and cut investment in the performance of environmental

responsibility, which certainly will cause a vicious cycle. It has been learned from the

interview with the manager of Meihua Condiment Co. Ltd Shandong Branch that:

years ago, because of Meihua Condiment Co. Ltd’s pursuit of short-term interests, the

land in local area was polluted, which badly influence Meihua Condiment Co. Ltd.

The results are serious since the community and other stakeholders reduced the trust

to Meihua Condiment Co. Ltd and local banks rejected Company’s financing request.
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5. Analysis and discussion

5.1 Revisiting the “Business Opportunity” Model

Since publishing, Jerkins CSR model of “Business Opportunity” (Jenkins, 2009)

was widely spread and influential. The main idea of the model is that, from a

long-term view, Integrating CSR into the core of a company is crucial to SME success

(Jenkins, 2009) and the strategy of CSR in SME has brought considerable

achievement (UNIDO, 2002). However, Jerkins model primarily focusing on the firm

itself---it implies that, when generalizing the model to SME to places other than US

and UK, it bears a crucial assumption: the business environments in places are similar

to the developed countries(ibid,2009). As known, the legal and social environment

could exert big impact on the business opportunity and profitability of companies, and

the productive structure as well.

However, there is still one important element that may greatly influence companies

CSR practice neglected in a comprehensive “Business Opportunity” model---that is

the role of state and local government. Governments were considered as a watchdog

over powerful multinational corporations. But the role of government was seldom

brought into schedule of discussion on SME. Although the policy environment was

put on the core of general CSR studies, rare attention is put on the SME. This notice

particularly works for China, who rises with a strong developmental-state

characteristic. As the biggest developing country in the world, China has been the

world’s fastest growing economy and a key global manufacturing center. Over 60

percent of China’s GDP and 70 percent of employment was with SME (Forbes, 2012).

However, there are few studies focusing on CSR of SME in China.
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5.1.1 The case of China

Since 2000, China has started to call for attention on the CSR of big enterprises. In

year 2007, State-Own state grid published the first enterprise social responsibility

report (CSR guide, 2014), which received great positive responses, including prime

minister at that time.

However, with the emphasis on large business corporate social responsibility, the

Government also began to focus on small companies CSR. Some laws and regulations

also make SME social responsibility to become more and more important. Such as

《the SME Promotion Law of the People’s Republic of China》 in 2003 (Huang，

2003), and in 2009 the Government Council issued the several “opinions on further

promoting the development of small and medium-sized enterprises” (the Government

Council, 2009). It is more important that in 2013, China first published《Guidance on

Social Responsibility of Small and Medium Enterprises》(NSMEC,2013). This guide

is intended to promote the development of corporate social responsibility in the field

of SME companies, to guide SME company social responsibility into the development

strategy, promote the overall integration of the concept of social responsibility and

corporate practice.

5.2 Business Opportunity for Meihua Condiment Co. Ltd.

Shandong Branch in CSR implementation

As predicted by Jenkins (2009) small and medium Company would be willing to

actively adopt cogent CSR strategies once they realized that the strategy will improve

its management efficacy and productivity, and innovation as well. The most

significant example is on the part of human resource management.

For case studies, the elaboration of the opportunities for small condiment

companies in social responsibility implementation has been given as follows.
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5.2.1 The staff of small condiment company is highly cohesive.

Torrès (2000) believes that, the manager of a small company can increase the

contact with the staff during non-working time so as to reduce the gap in work

between him/her and employees. Nielsen et al. (2009) also hold that leaders of most

small companies would treat their employees as friends or even as a family and they

know all employees names, which definitely strengthen the cohesion of the company.

In this way, the managers of small condiment companies can use the same way to talk

with employees together like family or friends for maximum communication, which

will infuse new blood into the implementation of CSR and raise employees

enthusiasm.

In Meihua Condiment Co. Ltd. Shandong Branch, the managers can directly call

out most employees names, which makes the staff feel particularly welcomed and

warm. During non-working hours, the managers of Meihua Condiment Co. Ltd.

Shandong Branch often chat with the staff as friends, which facilitates

communications between them and makes their relationship closer.

In Meihua Condiment Co. Ltd. Shandong Branch, there are also “team-building”

activities in the vacation. The managers will give each department an amount of

money as the fund for “team-building”. Workers will vote within each team for the

types of activities in the coming vacation, including hiking, touring etc. Of course,

due to the limited money, most of times, the activities just maybe an extravagant

dinner, some capable leaders are able to design a gaming section which would

definitely increase the solidarity of the department.

5.2.2 Long term consideration of Condiment Company

Carroll (1991) believes that, in ethical responsibility, the behavior of enterprises

shall comply with the social ethics and moral standards which shall not be lowered

because of the realization of economic goals. However, in recent years, as food safety

issue were everywhere in China, the image of food enterprises has been seriously
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affected. The food industry in China is going through an unprecedented crisis. In

order to obtain momentary handsome profits so as to survive in a highly competitive

market, some condiment enterprises tend to use shoddy raw materials or add harmful

additives to food product, thereby resulting in the food safety crisis of enterprises and

harming the interests of consumers.

As an outstanding player in the food market, Meihua company has established

reputation for its product for more than a decade. Knowing that the reputation of

quality of food would bring it larger profit in the market, Meihua Company has

attached great importance to food safety, establishing a set of very rigorous

production and inspection system. The Company does this because it knows that this

is not only the performance of CSR but also laying the solid foundation for its

development. To provide eligible products and ensure food safety is the basic

responsibility of food enterprises and also the enterprise’s implementation of

economic, legal and ethical responsibility to the whole society, which is conducive not

only to the establishment of sound reputation and consumer loyalty but also to the

expansion of a larger market so as to realize the sustainable development of

enterprises. On the contrary, if small condiment enterprises ignore the food safety,

being shortsighted and making money against their conscience, the market building

originally built by them will crumble to dust overnight and their all products will be

removed off supermarket shelves. Therefore, to seek sustainable development, small

condiment companies must guarantee the food safety all along.

5.3 The government pressure for Meihua Condiment Co.

Ltd. Shandong Branch in CSR implementation

Similar to others small and medium size companies around China, Meihua

company found little extra benefit when extending their social responsibility scope to

related enterprises, needless to say local community.
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5.3.1 Governmental pressure on Small condiment companies face less

pressure in social responsibility implementation.

Enderle et al. (1998) think that the economic responsibility of the corporation is

that: manufacturing or maximizing profits, increasing productivity, maintaining or

increasing the wealth of the owner or investor, respecting suppliers, fair competition,

protecting or creating jobs, paying fair wages, social welfare, education, encouraging

employees and providing customer service. However, in Masood’s opinion (2010),

compared to the pressure of the international market that large company has to deal

with, the small company may face the pressure of just survival and less pressure of

stakeholders. Fan (2010) added in by claiming that the service objects for enterprise

are customers whose satisfaction with the enterprise directly determines the increase

of company’s product sales and revenue. Large company has abundant capital and

solid strength to participate in charity and donation activities. In contrast, it would be

considered great for small company just to fulfill the basic responsibility in this

respect. The government encouragement, social recognition and community welcome

have created favorable external environment for company’s implementation of

philanthropic responsibility and also have created conditions for company to improve

visibility and reputation, which will strengthen customer loyalty and expand market

share.

Therefore, generally, the major task for small condiment companies is to survive

and develop production. With low costs in labor, management and raw materials,

small condiment companies only need to bear lower cost in CSR implementation.

With Chinese economic development in recent years especially the rapid development

of information and logistics industries, small condiment companies can shop around

in the procurement of raw materials and make the best choice based on quality, price

and reputation. Take Meihua Company as an example. On the one hand, they have

their own land to plant raw materials and they can provide raw materials by

themselves. This will bring less, exactly, no economic responsibility towards
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suppliers.

However, the CSR campaign of local government forces SME to make a change.

Learn from the Meihua company manager, a wave of CSR campaign started from

Shanghai in 2011. Then it spread to Zhejiang province and other provinces as well.

The labor union forced all local enterprises including SMEs to sign a “Social

Responsibility Commitment”. In Shandong, local government seemed to concern more

on the community services, including education expenditure. Therefore, Meihua

Condiment Co. Ltd. Shandong Branch contributed a lot to community development

and participated in charity and donation activities, which helped to improve its social

image on people, community and the government, brought in good reputation, more

customers and benefits to the company.

5.3.2 Government pressure on Environmental issue

Environmental responsibility means that the enterprise shall protect the

environment (Inoue et al., 2011), reduce its contamination to the environment and

bear the responsibility to maintain country’s environmental safety (Fan, 2010). Since

small condiment company has quite weak strength, if part of its not much income is

extracted for environmental governance, the enterprise costs will be surely increased

and enterprise profits will be reduced. But if we do not protect the environment, the

cost will be greater. The environmental problem is a double-edged sword, and if not

handled properly, the social image of small condiment company will be severely

damaged and thereby will lose some consumers and even be punished by the law.

Conversely, if a small condiment company protects environment, being an

environmentalist, it will not only obtain benefits and establish sound reputation for

itself but also strengthen the customer loyalty and open up larger market so as to

realize the sustainable development of enterprise and fulfill the enterprise’s social,

environmental and ethical responsibility.

Meihua Condiment Co. Ltd. Shandong Branch paying the penalty serves as a good

example of this issue. The company used to drain polluted water to its borrowed land
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for a long time. However, when the environment protection campaign comes local

government assigns investigation team to the site. As a result, Meihua Company has

to pay a large amount of penalty, which is even bigger than the cleaning machine cost.

The announcement not only costs economically, but also damages the company’s

social image and brought great harm to its corporation with some government-related

enterprises. Since then, the Meihua Condiment Co. Ltd. Shandong Branch has begun

to pay close attention to environment protection and bought waste water-treatment

machines to solve this problem, thus receiving great praises from the community and

the government and bringing in more customers and benefits.

5.4 Problems and suggestions for CSR in Chinese SME

5.4.1 Major Problems of CSR implementation in Chinese SME

The first problem is the lack of awareness of benefit of CSR. Fan (2010) holds that,

some small companies take the performance of CSR as a slogan and cannot really

bear and implement CSR in company’s operation. This results in the prevalence of

food safety problem. What is more, due to low recognition (Udayasankar, 2007), the

small company often cannot get the attention and would hardly acquire hands-on

advice or support from government departments. The government attaches great

importance to the brand effects and vanity projects, thereby invests all funds and

resources in large companies and even discriminates against small companies for

large companies are major taxpayers after all. Meihua Condiment Co. Ltd. Shandong

Branch received little attention from the government’s support during their daily

operation. The government gave more helps to other famous companies. The

government looks down upon small condiment companies, as they are easy to be

ignored with comparatively small sizes and revenues, so the government gives little

help to those small condiment companies.

Another problem comes from the financing difficulties. Luo et al. (2010) believe

that, such behavior of small company for the pursuit of short-term interests is very
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likely to make stakeholders lose confidence in the corporate products and also cause

the loss of company’s credit thereby resulting in financing difficulties and impeding

corporate development. Small condiment companies are often dependent on its own

capital since its inception; they are of weak strength and in need of successful

financing. However, banks are reluctant to lend to small condiment enterprises, which

leaves small condiment companies nowhere to turn for loans and restricts their

development, thereby affecting their implementation of social responsibility. Banks

are reluctant to lend money to Meihua Condiment Co. Ltd. Shandong Branch,

worrying that Meihua Company is less possible than big companies or

State-Own-Enterprises to pay back the money.

5.4.2 Suggestions from Company side

China has realized that to develop the modern entrepreneurship in China has been

an urgent issue, either from the economic growth perspective or CSR perspective.

(Liao and Sohmen, 2011)

As Jenkins (2009) suggests, companies need to incorporate the idea of CSR into

business principles. “This involves setting down the values and principles of the

business, a task usually led by the business owner-manager or change-agent, and

building the business’s understanding of CSR around this vision” (Jenkins, 2009). In

this perspective, SMEs could learn from their suppliers or related big companies in

implementing CSR activities and practices, so as to operate efficiently in a more

sustainable and humane manner.

SMEs in China need to learn to be aware the value of job training, environmental

sustainability and local community involvement. Company who has a considerable

low employee turnover rate in its specific industry has something to do with the good

job training and human resource management strategy. And the lower turnover rate

which in turns be conducive to the quality control help Meihua Company maintain its

reputation through the food safety crisis, and so as to take the chance to expand its

market. Currently, the only CSR oriented activities in China that registered a
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significant attention is the quality assurance, which is usually measured by ISO9000.

The more exposed to global trade, the more likely company will emphasize the CSR,

because the market favors business with a strong certification for internal process and

participation in international supply train.

5.4.3 Suggestions in Government side

First, government could broaden financing channels for small condiment

enterprises. The state shall broaden the channels of small condiment enterprises

financing, encouraging the establishments of financial institutions of diversified

operation modes. It shall be encouraged to build the regional small condiment

enterprises mutual cooperative bank and investment consortium with small condiment

enterprises as main shareholders and corporate cooperation as main business scope,

and to stipulate the direction of capital investment (mainly for small condiment

enterprises) and the support policies in law. Meanwhile, the major commercial banks

shall also actively provide support to the small condiment enterprises financing need.

Second, the government shall strengthen the supervision of food safety and enforce

stringent control over enterprises food safety. Besides, the government shall increase

anti-corruption efforts, preventing the occurrence of shoddy and bribery phenomenon

and solving the problem from the foundation. And more, the government shall

cultivate small condiment enterprises sense of responsibility and raise their awareness

of the importance of food safety.

Third, the state shall strengthen the legislation and law enforcement related to

environmental protection; further enhance the people’s awareness of environmental

protection and strengthen environmental education from the elementary school; set up

special departments for environmental protection, imposing a penalty on small

condiment enterprises that damage the environment while giving incentives and

rewards to small condiment enterprises that protect the environment.
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6. Conclusion

Meihua Condiment Co. Ltd. Shandong Branch is a SME in China. By using

Meihua Company as the case, this study elaborates the possible constrains and

opportunities of SME CSR implementation may face in Chinese context, and most

important, how local government is able to affect the CSR implementation among

SME.

Consistent with the CSR model of “Business Opportunity” (Jerkins, 2009), Meihua

Condiment Co. Ltd. Shandong Branch inherited some opportunities in adopting

Corporate Social Responsibility strategy. That is why the authors see various human

resource strategies and a concern on the quality of product. Particularly, the success of

Meihua Company under the food safety crisis illustrates how small condiment

companies implementing CSR will strengthen customer loyalty and bring in economic

benefits. However, similar to other SMEs all over China, Meihua Company shares the

disadvantages: the benefit of CSR practice is usually small and the cost is huge. As a

small condiment company, when it faces less pressure from outside, it is unlikely to

take much social responsibility.

According to Business Opportunity Model (ibid, 2009), SMEs whose management

team on average has less training than Multinational Companies tend to have slow

progress of CSR implementation, unless they are aware of the business opportunity

after CSR implementation. The case of Meihua Company shows the benefit after

adopting a CSR strategies like job training and more severe quality control. So an

inner learning of business opportunity with consideration of CSR could be beneficial.

Beyond the scope of Business Opportunity Model (ibid, 2009), the case of Meihua

Company shows enormous importance of the role of government in CSR

implementation. Along with the central government mobilizes the local government to

the direction, local government uses law, legal regulation to make SME to adopt the

CSR standard.
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However, challenges are still reminding: small condiment companies are lack of

favorable external attention and have financing difficulties. The former one implies a

problem of persistence. Although, the government enacted laws and regulations,

promote the development of small enterprise social responsibility. However, many

small businesses uneven, some good and some bad, most companies do not pay

enough attention to corporate responsibility; the government implemented the slow

progress. For the second one, the financing difficulties may hinder or stop the CSR

implementation as well.

As a solution to above two problems, authors need to restore to both the theory of

Business Opportunity (ibid, 2009) as well as government. First, an increasing

awareness of business opportunity of CSR will be conductive to the implementation.

Second, government needs to do more on policy design and financial assistant, i.e.

bank loans and compensations.
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7. Further research

Through the study of a small firm, the author finds that, in the modern society, there

are likely many opportunities and challenges for small condiment companies to

implement CSR, but more attention is needed to pay to the government side. How

government efforts are able to help advance corporate social responsibility should

receive further study. In addition, the authors believe that further research could from

different aspects of the company to compare, so than a single case analysis would be

more thorough, more convincing.
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