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Abstract

Corporate Soctal Responsibility  (CSR) fhars
become the rhetoric of every Business
Enterprises, withowt exceptions to Small and
Medivm Scale Enterprises(SMEs). This study
examines the wefationship  between Corporate
Social Respongibility and Organisationil
Perfarmance of SMEs {n Lagos State, Nigeria
Dt were generated by means of questiomidires
o 261 operators of SMEs on CSR and
Performance  Variables. Responses S the
survey were statistically analvsed wsing
deseriptive statistics and Z vest. Reswlts shows that
voctaily responsible SMES out-perform thtaxe that
are nof soctally responsible;  consistent with
woent survey in Ewrope where research on SMESs
tound that they tend to bie aetive in CSR. The sty

alvo showed that arganisationad performance of

SMEx is sarisfactory with exception of financial
chrenpth, profitabibity and performance stabifity
which was below the minimum  threshold,
althowsh did et preclude o completely  low
performance. The impoctance of this sty
inclwde the need to cheoitrage SMEx 1o invest
mare it CSR. partiowdarly an enyplovee and the
commmminywithin which they aperate.

Introduction

Although (CSR was primarily the concem of
Trans National Corporations (TNC), 1t s
increasingly involving Small and Medium Scale
Enterprises 1541Es), bath as suppliers 1o large
carporativns and inarket and receivers of supports
through down-led programmes. Recently,
globalization, total quality management,
corporale re-engineering, conswmensim, war for
tulents, growth of global civil society and
increased importance of ntangible assets have led
to exposure of nterest n CSR. Corporaie
managers in both developed and less developed
countries are evolving policies and programmes
mimed at the fulfilment of the stakeholders'
interest, ( Aaker and Day, 1972; Ackerman, 1973
Cohen. 1970 Eilbirt and Parker, 1973 McGurre
and Parish, 1971; Webster, 1973 in Buehler and
Shetty, 1976 Monsen, 1974; Donaldson and
Preston, 19935; Steurer e al, 2005; Menmoto,
2005: Zsolnai, 2006; Pirschetal. 2007).

The Nigerian sociely is placmg increased
demands on big business organisations (or greater
social regponsibility, that is, invelvernent in
solving both seeial and ccological problems

Nigerian A diekeny o Mo Jourwal 19



Nigewtunt Aessalenny ef Mtiereomiiant Narene! 30
LY [

Cloripeararre S Resteunsihility and The Peefirmanee of Sucd! ami Meuftamm Scale $nterpeives

(Chzhajafor, 2000). Also in the past in Nigenia, the
wealthy and the powerful (rulers such as Emirs,
Obas, Ohis) and vther individuals ofien assumed
responsibility for the wellure of those less-
fartunate atound them, According to Oghojafor,
(20000, it is probubly the lingenng survival of this
paternalistic belief that the contemporary time
demands from the Earge business orpanisations the
kind of social responsibility that has been
expected throughowt history. This demund, of
course extends to small and medium  scale
citerprises thal spread all over Nigerian
envirorment. The basic drivers of CSR 1n
contemporary  business environment  includs
value for social and environmental goals. slrategit
development and public pressures ( Zadek., Prazan
and Evans, 1997).

While there 1s a great deal of optimism on the role
that smaller companies can play in improving
busmess responsibilines, the main thrust of the
debate has continued 10 focus on the larpe
companies. Few initiatives aimed at SMEs take
e account the complex and heteroggneous
nature of the sector. Most initiatives tend 10 take
the tried and tested “business case” developed in
lirge companies and shrink it 1o fit. Little research
has focused on investigating whether or not this
will work for SMEs. Recent global trend shows
that there Is some growth in the engagement of
SMES i the CSR programmes. For example, the
lth Annual Grant Thorton European Business
survey shows that UK SMEs are above average on
environmental policies but lag behind on ethical
saurcing ol products{Raynard and Farstater,
2002; Jenkns, 2003).

The dearth of empimedl studies on Corporate
Soctal Responsibality of Small and Medium scale
Enterprises has been @ major constraint. It s
necessary to note that majority of studies on SME
merely deseribe the inadequacies in management
practices with no cmpinical data, Henece the
primary objective of this research is to provide
ermpirical studies on CSR 0 the SME sub-sector.

Purpose of study

The objectives of this study are 1o

I Evaluate the performance of Lagos Stite
SMEs in the contemporary business
environment,

Compare social responsibility practices
of both high performing and low
performing SMEs in Lagos State:

3

Research hypotheses

The hypothesis tested in this study is:

“Socially responsible SMES do not significanly
out-perform SMEs that are oot sochlly
responsible.”

Delimitation of the study
This researeh is focused on two 1mhjor
varinbles:
e Social responsibility
¢ Orgomsational performange.

The study [ocused on social responsibility o
performance. For instance, involvement in soeial
responsibility will cover aresis such as consumer
affnirs, wban affairs, business ethics and
environmental management and so on. These
areas are ficlds of study on their own, However,
the scope of this research 15 0 concentrate on
selected social responsibility practices and 10
examine the nature of relationship between these
practices and organisational effectivencss ofsmall
and medivm enterprises in Lagos State,

Organisational effecuveness, the dependent
variable has been operationalized i teem of
cconomie and behavioural variables. A wotal of ten
measures of financial performance were
employed. Organisational effectiveness
measurement was hmited only o these ten. This
does not suggest that the measures are exhaustive,
but restracted 1o the purpose of the study.

Conceptualization of Corporate Social
Responsibility

Corporale Social Responsibility 15 o tortured
coneept within the academic litermure. (Godfrey




and Hatch, 2007), There is no single universally
accepted defimiton of CSR. The notion of CSR is
related 1o complex issues such as environmental
protection, human resource management, health
and safety at work, relations with supplies and
consumets, In view of the above, CSR have been
vanously defined.

Branco and Rodrigues (2006) see present- day
dominunt conceplion of CSR to imply that firms
voluntarly integrate social and environmental
concemns (0 their relations and interactions with
stukeholders. It is also seen to be the contnuing
commitment by business to behave ethically and
contribute  to economic  development while
rproving the quality of life of the workforee and
their tamilies as well as at the loeal community
and socicty at large {World Business Council for
sustainable Development, 2001)

To the Furopean Comimission (2001) ., being
sucttlly responsible means not only fulfilling
legal expectations, but also pamng bevond
compliance and  investing more into human
capital, the eswironment and relations  with
stinkeholders,

Aderinto (1986), in Oghojafor (2000) defines
SR as an obligation, a lability, socul
conseiousness, corporate legitimacy, charitable
contribution and managenal enlightenment.

I'rom the above delinition, it implies that business
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should go beyond the performance of the
traditional function of providing enough profits
for the owners, to discharging their duties (o the
SOUIETY.

The Meaning of Small and Medium 5Scale
Enterprises (SMEs).

Small and Medium Enterprises differ among
nations. In the global world, SME are firms with
feswer than 250 employees and with a tarmover of
less than SO0mitlion Euro or a balance sheel tatal aff
less than 43million Euro (EC recomme -ndation,
2003).

In Nigeria SMIEs have been defined as enterprises
with a maximum myestment of N200m cxeluding
land and working capital and with the number of
staff employed not less than 10 and not more than
300 National Council for Industry, 2003)

Conceptual Framework

Corporate social responsihility embraces o range
of principles or ideas from  business  ethics,
environmental affaivs, consumer allairs, 1o
community affuirs, employee affairs, human
rights, corporate povernance and  sustanable
development. This study develops a conceptual
madel that caplures the spectfic empirical
properties of the rescarch. The model which
represents the relationship imong the dependent
and independent variables of the rescarch s
depieted inthe next page:

Irjw 3 The Social Responsibility- Performance Relationship
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Busincss Ethics

Ethical busimesses assess the moral implication of
their uctions. Business ethics is goncerned with
complisnce with internal regulations and
govermment mandates. Many izsues fall under the
rubric of business ethies. This includes
mamienance of quality standards, giving adequate
product information and non-discriminatory
cmployment, Others are product adverts
reflecting true nature of products and minimal use
of lottery in promoting patronage. Ethics are used
o guide lfegal or religious compliance and in
sceomplishing profit maximization.

Enviranmental Affairs

All businesses, whether small or large are
extended to comply with legislation that prevenis
gross pollution of air, water and soil. Where it is
unavoidable, they must make provision for
cleaning up. Businesses should face up to global
environmental concerns, knowing fully well that
their activities can have wide-ranging
repercussion on the environment, especially, on
global warming through emission of green house
gases. As a result, their efforts must focus on
controlling water pollution, air pollution and
noise pollution. They should also focus on
effective reluse disposal and maintain neat
working environmen!

Consumer Affairs

Consumers exchange their money for products
and services of businesses, They are wital
stakcholders that can make or mar the
organization. hence the need o give wider
attention in terms of quality of products being
turned out, adequate product designs that will give
comiort and efforts aimed at long run satisfaction
of the consumers. Adequate marketing activities
that will creale awarcness and adequate
information on product usage are equally
important. Present day consumers do not only
want good and safe products, but they also want to
know if they are produced in a socially
responsible manner.

Community Affairs

Small and medium enterprises must have some
sort of relationship with the communities that live
around them. They are expected to spend some
time and money assisting local communities in a
variety of ways. This includes recruiting staff
locally, education support and medical assistance
Others are sports and recreational facilines, and
assisting in arts and culture of the local
communities.

Employees Afairs

The most valuable asset of any organization is
workers who help in creating wealth for the
orgamization. Corporate sociul responsibility
cilorts expected from SMEs include adequate
compensation, recruitment and training  and
giving room for emplovee inibiatives. Others ure
opportunity for growth and development snd
education assistance both to employees and their
immediate families,

Organizational Performance

The resultamt effect of good corporate social
responsibility 1s organizational effectiveness. This
will be in terms of public image, innovativencss
and adaptability to the dynamic environment. It
will also lead to improved emplovee morale,
apersting efficiency and improved sales revenue.
Others: are adequate social impact, fnancial
strength and improved profitability. Performance
stability of the organization is also ensured.

Relevance of CSR in the management of SMEs
CSR represents not just a change to the
commercial environment in which ndividual
SME operate, but also needs to be considered n
terms of its net effect on society, It offers
opportunities for greater market access, cost
saving productivity and innovation to SMEs, as
well as broader social benefits such as education
and community development. (Forstater and
Raynard, 2002)

The fact that small businesses have a heightened
requirement for good, multi-skilled employees,




stromg personal relationships and successful local
engugement, mean that small firms can be a good
enviranment for corporate social responsibility to
flourish {Draper, 2000}, CSR's wider application
in SMEis including micro-busimesses 15 of central
importance, given that they are the greatest
contributors 1o the economy and employment.
(Forstater and Raynard, 2002). According to
Roberts, Lawson and Nicholls (2006), Jenkins
{2004} when discussing CSR engagement with
SMEs opined that "SMEs are frequently seen as a
problem within the CSR debate because of their
failire 1o eénguge with it An alternative
interpretation i that it &y the CSR debaie that iy
the prablem, because of iy failure to engage
SMEY,

Jenking (2000) observes that SMEs have the
following characteristics that can aid the adoption
af CSR:-

i SMEs are flexible and adaptable, and can
therefore respond  quickly to changing
circumstances. For example, SMEs may be
able to mpidly take advantage of new niche
markets for products and services that
incorporate socinl and (or environmental)
bienelits i theirvalues.

1. SMFEs are often cremtive and innovative,
which can be apphed to the development of
mnovatve approaches in CSK.

iit. The owner-manager 18 closer 1w the
grganisation so can more eastly influence the
vilues and culture of the company and
chiampion CSK throughout the company.

w. Commumications in SMEs are mare flwid and
apen allowing values to be embedded across
the organisation and CSR information to be
rapully disseminuted.

v, Leaner. less hierarchical management
structures should facilitate the involvement ol
all employees in CSR programmes.

v, The benefits of undertaking any action are felt
more immediately, particularly these relating
to personal satisfaction and motivation.

Conpurrate Sowigl Responsiutiog anid The Perfermance of Swall aod Medimem Scale Enterprises

In wwwsmekeyorg |, some other réasons have
been advanced for SMEs being ideally placed to
pursue responsible business practices:-

i, Certain CSR trends are already o part of SMEs

culture. For example, SMEs are less likely to
show age discrimination than large compunies.

i, Any viable approach to CSR need to build on
what is already there by communicating
current practices and improving them for the
benefit of the company and the broader
gommunity. Many SMEs abready conduct
themselves ina social responsible way

i, SMEs are in good position to find a flexible
vet appropnate approach, Less formal and
burgaucratic than large companies, they can
direct resource to CSR activities without too
much additional administration.

iv. SMEs are likely 10 be well placed to share
experience and spread best practice. SMEs
may be more willing to work with other
companies on responsible business. Caining
publicity and brand advantage is rarely a
prionty for them when engaging is CSR
activities.

Method

The study adopts survey rescarch method by
collecting data from a defined population i order
to undertake a comprehensive examination af
corporate social responsibility and orgarizational
performance in Lagos State, Nigenia. Kerhinger
(1973) jusufied the nse of survey research method
in determming whether or not o relationslip exists
between or among vanables. SMEs responses
were sought on a wide range o¢f social
responsibility issues including social
tesponsibility practices, organizational
performance.

Study Area

The small and medium enterprise operators used
in the study were drawn from different industral
sectors; hence o cross sectiomal survey designed
was adopted for the study. The study area 15 Lagos
State of Nigeria, which has a high concentration of.
SMEs. Despite the movement of the Federal
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Capital to Abuja, Lagos State still remains the
commercial nerve center of Nigeria. In fact, it
contributes 31.89 % to the nation's
GDP{LASEED,2005) and 11 is the most urbanized
state n Nigeria (CBN, [999)

Population and Sampling Plan

Comprehensive and  up-to-date  statistics on
Migerian SME are rarely available. The National
Association of Small Scale Industrialists (NASSI)
had over 20,000 registered members all over the
Federation during the same period. The Nigerian
Association of Small and Medium Enterprises
established with two classes of members also had
30 direet and nearly 5,000 indirect memberships
(N.LEC.2004). Lagos State accommodates more
than 50% of SMEs in the country.{ They consist of
companies in Orpanized Private Sector (OPS) as
well as small family enterprises and cottage
industries (LASEED, 20035)) out of which there
were 298 registered NASSI members as at 2006.
This study was based on this population.
Questionnaires were administered to these 298
SMEs, but 261 were retumned. This represents
B8% of the study population,

SMEs mcluded in this study are enterprises with a
maximum nvesiment of N200m excluding Tand
and working capital and with the number of staff
eniployed not less than 10 and not more than 300
(National Council for Industry, 2003).

I3ata Collection Methods

Data were generated by means of sell
administered questionnaire.

Questionnaires were administered o operators
of participating SMEs in order to generate the
relevant data,

Part A sought demographic characteristics of
organizations and respondents. Part B measured
social responsibility involvement by means of
twenly five item Likert type of statements adapted
from Buehler and Shetty {1976), These items
bothered on Business Ethics, Community A ffairs,
Consumer Affairs, Employee Affairs and

Environmental Affairs, The items anchored (rom
strongly agree to strongly disagree. Part C sought
data on organization performance variables using
10 items, following Khandwalla (1995) studies.
These items include Profit Growth, Sales revenue,
Financial Strength, Operating Efficiency,
Performance Stability, Public Image, Emplovee
Morale, Environmental Adaptation, New [deas,
and Social Impact on the Society. The ltems
anchored from Strongly Agree to Strongly
isagres.

Reliability Cronbach Alpha Test was used 1o
measure reliability of the resemrch instrument,
This test proceeds by associating each reéscarch
measurement item with every other measurenient
items and obtaining the average inter-correlation
for all the paired association (Asika
1991 ). Statistical Packapes for Social Sciences
(SPSS) was employed.

The test cocfficients: were: social vesponsibility
0.81, organizational performance 0.84

These results suggest that the single item
measures of social responsibility and
organizational performance possesses adequate
reliability.

Analytical Tools

To derive useful meaning from data, the follow ine

statistical technigues and procedures were used

L. Descriptive Statistics such as frequency
count, percentage, mean and standiord
deviation were used to measure demographic
characteristics of respondents and responding
operators of SMEs, to answer research
questions relating o social responsibility
practices and organizational performance.

1. Z-Test statistics was used to examine the
differences between social responsibilily
practices of high performing and low
performing enterprises.

Analvses
Demographic profile of respondents
The table on the next page presents some insight




into the prafile of the study sample.

It represent bographical data and organisational
characteristics 11 order to provide background
information of SME operators, their sampled

Corpeirate Social Responsihiline amd The Perforuicg of Sl and Malinm Scowle Enferpiases

employees and consumers of their products and
services, as well as revealed the fentures of
participating firms.

Ot of the 298 SMEs that were selected for the
study, 261 participated fully.

Table I:Demographic Profile Percentages

SME Operators
(n=261)
Freq, &
Gender
Male b} 85
Female 39 15
Age
Below 30 25 10
30-39 50 3
40 — 49 89 34
50 - 59 50 19
6} and above 7 3
Marital Status
Single 37 14
Married 22 BS
Divorced/widow 2 |
| Education
Primary School 4 5
Secondary school 24 9
ONDYNCEMSC 45 17
First Degree 93 6
Professional 41 16
Post Graduate 44 17

Sonrce: Field Survey, 2007
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Majonity of the respondents were male (62%),
muost of whom are of maturity age. Over 50% were
married, less than 30% were of primary/
secondary education which has positive impact on
the quality of data pathered.

Organisational Characteristics
There are 10 areas of activities of munufacturing
sector (37.9%), 59% are of annual sules rangmg

between NSOOOMK and N 10 million, These fitms
have staff strength majority of who range between
10 - 50. The age of participating firms ranged
between 5 - 20 years, with the mean age being
approximately |0 years. From the table below the
following information can be deduced

Business Ethics: Engaging in production of high
quality standard productsiservices atiracted (he

lable H:Classification of Data of Responding Lagos State SME (n = 264)

i Area of Responsibility Freq, | ®
Agm. Allied (5] 5
M anufactising 151 G
Professinnal sesvices 24 Y
Healeh Care Seavices ] 3
HmEﬁlS_:ml:ﬂ 3 ]
Coastrction [ 3
Turnitare swikiog i 1
= Wikalasule andl Retalling 7] 7|
Fintels & Tourimn 3 i
ot 3l 12
Tadal L 11
F ] Aomunl Sales
Leww thin S50E,0H) 15 13
SS0,00 ~ N1 mllion m TE |
| Nim— NS millon i3 i
W&ms - W0 wmslbion k] 1%
Hithe - ahove ¥ 8
F Trtal 261 104
B Nombier of Employees H
Fewer tion 10 s -
([ 41 T
T T i
S 1 13 5
Ilure than 10Kk 4 g
il Total 2 100
4 Years bn Wasiness
Leks than 5 years. 58 7,
510 yeas 0% i
11=20 17 pr]
71 amd above i e |
Tistal nl mna

Sowvee; Freld Survey. 2007




mogt active involvement in business ethics of

SMEs. This is followed by non diserininating
hiring of stall, avouhing product misrepre-
sentation and net engaging in misleading
advertising.  The least social issues for the
participating SMEs is avoiding lottery which has
become prevalent in large enterprises as a means
of nnproving on theirsales.

Community Affairs: Perhaps becausc of

proximity, employment of community members
attracts the highest involvement in urban affairs,
fallowed by cducation and medical assistance.
The participating firms scores low in support for
arts and culture as well as provision of
recreational facilities. In all, one can deduce that
involvement of SMEs in community alfars s low
considering the respective scores i all the
measures, perhaps, because of their poor financial
hase.

Consumer Affairs: This appears (o be the area
where participating firms indicated high level of
involvermnent in all the measures, The lughest
mean seore s in the area of product quality
manggement (4 57), and the least in the area of

Corpairnly Sovial Respomsibility god The Pevfiemaiace of Swall and Medn Scale Entenpriiay

product design and improvement (4.28)
Employee Affairs: With réspect to employee
affairs, constant traming and employee
development appears o get favour of the
participating firms.  However, the participating
firms scored low with respect to encouraging
employee initiatives, pays hitde concern for take
home pay that will take the employees home and
the least concern 15 education support for children
of employees (mean score being 2.98).

Environmental Affairs: All the respondents
indicate high imvolvement in the improvement of
the environment, with highest involvement being
waste disposal and least involvement being water
pollution. This implies their recognition of the
fact that g business must be friendly to the
environment.

Organisational Performance of Lagos State
Small And Medium Scale Enterprises
Performance appraisal of Lagos State SMEs was
done by requesung participating SMEs to
subjectively evaluate their eflfectiveness relutive
1o competitors on a scale ranging from 5 (high) to
| (low).

Table 1V:Perfornance Measures of Participating SMEx

SIN | Performance Criteria Mean | S.D
| Public Image 429 | 061
2 Innovativeness 427 10.62
3 Adaptabihity 416 |0.63
4 Employee morale 412 | 0.60
5 Operating Efficiency 405 |0.59
[i] Sales revenue 404 |0.63
7 Social Impact 404 | 078
8 Financial Strength 37 | 07T
9 | Profitabihity 395 |0.76
10 | Performance Stability 391 |078

Sowrce, Field Sirvey, 2007
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The Table above shows a satisfactory
performance with mean ranging from 391 o
4.29. 1t can be seen that the least three items viz.
financial strength, profitability and performance
stability scores less thun 4 points indicating low
performance in those areas. Generally, the table
demonstrates encouraging performance of SME
in Lagos Stake,

Comparative Analysis of Performance of
Socially Respansible Firms And Frims That
Are Not Socialy Responsible

£ st was used 1o 1est the hypothesis 6 which
states that socially responsible SMEs
significantly  owtperform. SMEs thai  are nor
socially responsible. This tool was used because
by the Central Limit Theorem, the sum of large
number of independent and identically-
distmbuted random vanables will be normally
dismbuted(ie. following n Gaussian distribution,
urbell shaped curve), if the random variables have
afinite vaniable( Hagtvedt er af, 2007).

With respect 10 social responsibilities variables,
responses from participating SME  operators
vanging from 4 w5 were used 10 rank SME us
socially responsible, while responses from 1 10 3
were used to rank SMES a5 socially not being
tesponsible. Their respective performances were
mgitsured. The table below gives summary of the
lindings:

ALS% Jevel of significance., tble 2 seure = .96,
Since calouluted value 9.53 45 greater than 1able

vilue 196, we reject the hypothesis: hence
soctally responsible SME outperform those not
socially responsible.

Discussion

The State of art of Social Responsibility
Practices of SMEs

Small and medinm scale enterprises in Nigeria are
eritical to the development process; hence they are
expected w be socmally responsible. It s
cammonly believed that larger companies are the
prmary drivers of corporate social responsibility,
for a number of reasons. The findings of this study
have revealed that corporate social responsibility
is relevant amd practiced by participating SME« in
Lagos State, particularly in business ethics,
consumer affairs and environmental affairs, These
findings are consistent with a recent survey in
Europe where research on SMEs and corporate
social responsibility found that SMEs tend (o be
more active m corporate social responsibility

The active involvement of participating firms in
sovtal responsibility perhaps can be attributed 1o
changing roles of povernment agencies such as
National Agency for Food and Drug
Administration and Control (NAFDAC),
Standards Organisation of Nigeria (SON) and the
growing impaet of consumerism in the Nigerian
Business environment,

In the past, research evidence revenled than the
bulk of enviconmental problems could be
atiributed toa large extent to SMEs due 1o the ot
that lurge scale business organisations are (he

lable V: Z test on Performance of Socially Responsible Firms and Those not Sopcially Responsible

Samiples Performance | S.D SE N Z
mean
Socially Responsible SME 41.63 6.14 0.454 | 183
SME not Socially Responsible 35.99 3.36 0.381 |78 9.53*

Nigowiin Acadeny of Mianapement fournal 2




tarpets of the government in terms of regulation
and contral. In recent times, strategies adopted by
these agencies lave been extended to SME sub-
SeCLor

Meanwhile, (he findings also revealed low
ivalvement of participating firms in employee
affairs and community affairs. This demonstrates
e myopic perception @ corporate social
responsibility by the participating firms. CSR can
only be understood in term of different
siakehalders and issues. In fact, globalization has
opencd new fronters and brought wilh 1t new
chullenges and concerns for business
arganisations. Some of the pnmary concemns of
business organisations include protection and
building of reputation in their business
covironment. Therefare, the set of stakeholders,
particularly employee and the communities that
afe strategically important must be adequately
catered for in the strategic focus of organisations,
Perhaps, their perception of business as munly
prafit muximization enterprise will explain their
least invalverment in employees and community
aftairs. It should be noted, however that within the
husiness and society area, organisationdl size wis
{ound to be an important influence on corporate
eavironmental responsivencss (Bowen, 1999)and
COMMUNilY respansiveness {McElroy und
Sicefried 1985, Adams and Hardwick, 1998),
Furthermore, Brammer and Millington (2006)
found that on the average, larger finms give more
L charity.

Ovrganisational Performance of Participating
SMESs

The findings of the study show that organizational
performance is 1o a large extent satisfucrory.
Purticipating respondents indicated good
performance i all the dimensions of performance
with the exception of finaneial strength,
profitability and perfonmance stability which fall
below the mimimum threshold of4,01.¢, 3.97,3.95
and 3.91 respectively. These levels were shghtly
Below e minimum level but did not preelude a
completely low performance. These findings

Choisgorate Sovial Rexponsibility wned The Pecformance of Small antad Metlun Soate Fmerpeises

negate past observations on Nigerian
organizations that they have been largely
ineffective both m their contribution 1o gross
national product and i terms of their own goals
and objectives. (Osase, [991). However, recent
research on organizational performance of
Nigerian SMEs, particularly, the informial sectors
attest to the improving organizational
performance { Abere etal, 1998, CBN/NISER and
FOS 1998, Lawal, 2005). The improved
performance of the SMEs have been atirtbuted tiy

‘the motivation of the opertors to seek for

opportunities with high potentials n the past-
eforms environment and the creativity and
survival instinels (Abére ef al 1998,
CBNIFOS/NISER, 2001), Finanee 1s scen as the
grense 1o the economy, thus may affecl CSR
(Scholtens, 2006), thus many lnancial
intermediaties add value by offerimg financial
services to savers and investors. Scholtens gave
examplés of early-stage entreprencurial
financing, communily investing, and project
finanoe show that by providing the funding for
projeets and ideas, it 15 possible to shape and direct
these ideas in g more sustainable direction as well

Relationship between Corporate Social
Responsibility Practices and O reanisational
Performance.

The (indings of this study also reveal that socially
responsible firms outperform the ones not socially
responsible .

Theoretical avidence from literature appears o
sugpest that the benefits of involvement in soeml
responsibility can outweigh the cost, and 1o ignore
social responsibility may atleet the long-run
survival, growth, and viahility of SMEs
(Friedman. 1962; MeGuire efal, 1988 Jones ¢f i,
20080 Orlistekey ef al, 2003)

Empirical evidence on carporiie stciil
responsibility is replete with missed results. The
result of studies on social responsibility fell into
three catepories: positive and stutishically
significant relationship betwecn soctal
responsibility and performance, (Dowell, Hart &
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Yeung, 2000; Murphy & Verschoor, 2002; Ruaf, er
al, 2001 Stanwick and Stanwick, 1998: Edwards,
1998, Luck, 1998 Brammer and Millignton,
2004;Burke and Logsdon, 1996:Cochran and
Wood, 1984 Hosmer, 1994MeGuire o al,
98K, Russo and  Fouts, 1997 Waddock and
Ciraves, [9497),

Studies that showed a negative and statistically
significant relationship between corporate social
responsibility and financial performance inclhude
Meznar, Nigh, and Kwol (1994), and Moore,
2001},

Swdies showing neutral relationship between
corporate social responsibility and performance
meclude Lysuyk (2001}, Guerard { 1997),

Overall, there 15 clear evidence of link between
corporate social responsibility and performance.
Majonty of swdies showed n positive and
statistically  significant relationship  between
corporate social responsibility and organizational
performance. This is consistent with the findings
afthis study,

Implications For Management
This study has a number of implications for
management of small und mediuwm enterprises.

It reveals the radical change in the private sector
relationship with the society. It encourages small
and medium enterprises to demonstrate high level
ol commilment o corporate social responsibility.
Orgonmsations need o recognize that improving
therr own impact and addressing wider socictal
and environmental problem will be crucial in
securing long lerm success,

ln addition, i s imperative to extend government
regulations and education beyond business ethics,
ervironmerital affairs and consumer alfairs.

Regulatary agencies such Natwonal Agency Tor
Food and Drug Adounstrotion and  Control
(NATDAC), Federdl Environmental Protéction
Agency | FEPA), Siandards Organisation Of

Migerin{50ON), Small and Medium Scule
Enterprises Development Agency of
Nigeriad{ SMEDAN) should intensify their efforts
in the monitonng of SMEs on all the [acets of
souvtdl responsibility rther than concentrating on
environment and consumer affairs. From research
and experience, high performing organizations
are implementing corporate social responsibility
practices such as commutment o innovation,
quality standard, community affairs and
contimuous improvement, stakeholders'
engagement and corporate reporting on socinl and
environmental performance. CSR - management
support mechamsm can be done for SME in form
of creating  a level playing field on legislative
enforcement; publicity and infarmation o niise
awareness regionally or for speaific sectors of
social, economic and environmental risks: a
mechanism  that gives advanced waming of
legislation; relevant examples of best practicos,
mentoring schemes and workshops.

The privatization and commercialisation
programmes and other economuic reforms have
resulted into downsizing m both government and
private sector. The findings of this study on the
sutisfactory performance of participating SMEs
imply that despate the perceived negative effect of
these reforms, investment in SMEs will serve as
an avenue for Cushing these effects. In other
words, the Nigeran SMEs sub-sector will offer
profitable engagement for Nigerians, thereby
improving the standard of living,

Conclusion

Evidence from this reseurch indicates that SMEs
areactively mvalved m busmess ethics, consumer
affairs and environmental affaies, but not active in
employee affanrs and community affwirs, thus
indicating the narrow perception of the
entreprencurs about the role of business in the
contemporary  society. Business organisations
usuilly focus on profit maximization which may
likely affect their refationship with the warkers
and their roles in the larger society. Recent
developments in management have shown thu




employees are one of the mest important
respurees i organisation and must be adequately
catered for.

Mhe evolution of employee stock ownership
plans, in large busingss organisations is a
welcome development in improving productivity
af orpaniations. Similarly orgamisations must
recognize the fact that good relationship with the
community is 1 sine qua non for sustainable
development. Little wonder why some
conlemporary  writers equate corporate social
respansibility with the business interacuon i the
tocal community and the corporate phalanthropy.

Sugoestions For Further Studies

The results of this study should be interpreted with
care, In view of some hmitations earlier noted, the
following suggestions for future studies deserve
some comments,

First, the concepts of social responsibility and
orgunisational effectiveness are sufficiently
diverse making it difficult o comprehensively
measure these concepts. Further studies may need
to cxpand on the dimension of CSR and
arganisational performance.

Second, the study opertionalised organisational
cifectiveness as essentially the degree to which
SME operators valued their organisations that 1s
the degree (0 which they were satislied with the
relative performuncy of the organisations in lerms
of some goals. A moere objective assessment of
¢lfectiveness iLe. financial records of
performance, where applicable, 1= hereby
suggested for future studies.

Finally, the sampling was drewn from Lagos
State, Nigerin although this allowed for control of
environmental factors: it did limit the
veneralisations of findings. Hence. it1s suggested
it the sample size should be enlarged by
extending the study to SMEs across the entire
ledermnon of Niger,
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