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ABSTRACT

This research has been executed in order to find out the role of corporate social
responsibility among the small and medium sized enterprises in Kazakhstan. To
achieve the set aim of the research, some objectives have been set. One of the
objectives of this research is to find out the role of CSR in the development of the
business. Hence,'-in this regard the findings of this research conclude that, in the
current era CSR plays a crucial role in the development of the business, because
when the stakeholders of the organizations know that, the company is not only
functioning in the industry to make profits, but is also making to provide benefits to
its stakeholders, this results in enhancing the overall performance of the business.
The results of this research related to the last factor of CSR i.e. philanthropic
responsibility, it is concluded that, philanthropic responsibility does not significantly
impacts the performance of SMEs in Kazakhstan. Moreover, the findings of this
research also highlight that, there is no relationship between philanthropic
responsibility and performance of SMEs in Kazakhstan. However, the managers of
SMEs, who have been a part of the survey of this research illustrates that, this
responsibility mainly covers those practices and activities that are highly desirable
for every individual of the society.

On the whole, the findings of this research conclude that, CSR is one of the
important parts of the business operations and implementation of CSR activities,
especially related to ethical, legal and economic responsibility is crucial to enhance

the performance of small and medium sized enterprises in Kazakhstan.
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CHAPTER 1: INTRODUCTION

1.1 Introduction

The studies revealed that by far, small and medium enterprises (SMEs) comprises
of a large number of organizations that are operating in the private sector of
Kazakhstan. However, in the past, most of the policy makers and the academic
researchers always emphasized on the large corporations (Lee et al., 2001). It has
been identified that in the overall economy of the world, the 90% among all the
registered firms in the economy are SMEs (Aaronson, 2003). Furthermore, it is
analyzed that, SMEs play a crucial role in the development of the economy
because SMEs are the major providers of the employment and also the producers
of the large share of the total output in the industries especially, in developing
countries (Brdulak, 2006).

Besides, the industrial and the economic importance of SMEs, it is determined that,
SMEs not only play a critical role, but also have a significant effect when it comes
to the social issues such as, working conditions, working environment and the
income (Perez-Sanchez, 2003). This indicates that the corporate social
responsibility is highly essential for the businesses. Therefore, many SMEs are
emphasizing on enhancing their corporate social responsibilities in order to

enhance the overall performance of the business (Lai, 2006).

According to Ararat (2008) the corporate social responsibility mainly refers to the
appropriate development and the management of the economic, social and the
environmental factors in the organization through collaborating with the
stakeholders. Moreover, it has been identified that, the different dimensions of the
corporate social responsibility are highly integrated. Such as, in order to act
responsibly and remain consistent in managing the operations of the business, the
organizations focuses on the goals that are long term and responsibility factor

Supports the overall activities of the business (Granerud and Boesby, 2009). In
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addition, it is observed that each organization highlights the most appropriate
points that need to be focused as well as the methods of implementation for the

business activities.

Maimunah (2009) defined that, the corporate social responsibility is basically a
strategic method through all the organizations including SMEs that can increase
the competition in the industry, ensures organizations meet all the challenges
related to the sustainable development and enhance their business activities.
Polasek (2010) agreed that, the corporate social responsibility makes a win-win
situation, which benefits everyone including organization itself, stakeholders,

economy and the overall society.

In the last 20 years, after the dissolution of a former Soviet Union, it is determined
that, Kazakhstan has seen and experienced drastic setbacks economically, which
in turn increases the rate of poverty, at the time of its transformation to the
economy based on market (Mahmood, 2008). During that process, the SME sector
of Kazakhstan played a vital role in providing employment and good income.
However, it is observed that SMEs no doubt, function quite responsibly in the
economy but are unaware about using their potential of corporate responsibility to

gain advantage (Trummer, 2010).

The major attributes of Corporate Social responsibility includes (Brdulak, 2006);

e The actions that benefits the stakeholders including; customers, employees,
shareholders, suppliers, business partners and the overall environment.

e The voluntary actions of the organizations that helps in exceeding the
legislation and the agreement requirements.

e The transparency and openness of the business activities, which helps in
incorporating the social, economic and the environmental responsibility.

e The assistance to business in maintaining consistency among all the

business activities instead of using ad-hoc actions.
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o It works as the part of business strategy, rather than the separate actions.

1.2 Background of the Study

The corporate social responsibility (CSR) is defined in two different ways; firstly it is
defined as the responsibility of the company for its impact on the environment and
the society, which sometimes is beyond the legal compliance and the individual
liability. Secondly, the corporate social responsibility is defined as the responsibility
of the company’s behaviour towards those with whom the company does the
business and this includes; suppliers and the business partners (Lai, 2006). Bowie
(2004) explained that, it is important for the organizations, small or large, to
manage a good relationship with its stakeholders and the overall society in order to

enhance the commercial viability and to put in value to the society.

The literature on corporate social responsibility has witnessed a significant
development, as initially the focus of CSR was on the organization and the internal
aspects of CSR, however, then the focus of CSR was moved towards the external
aspects which includes; stakeholder issues and the issues related to value chains
(Maimunah, 2009). Moreover, currently, the main focus of CSR in the organizations
is on enhancing the relationship among the society and the business, as the
organizations are increasingly contributing to the sustainable development (Porter
and Kramer, 2002).

It has been analysed that, majorly the concept of the corporate social responsibility
is used with reference to the large corporations (Aaronson, 2003). Nonetheless,
the SMEs are now also using responsibility as the significant strategic means to
enhance the competitiveness in the marketplace (Del Baldo, 2006). Chong (2008)
elicited that, over the past few decades, the organizations are striving to act more
responsibly due to several reasons, but the major motivation of the organizations

behind using CSR is to attain long term goals and the profitability.

INT! International University (2014)




4

Polasek (2010) enunciated that, the corporate social responsibility plays an

essential part in creating a positive impact on SMEs competitiveness in different

ways such as;

1.3

New ideas to enhance the business activities in the broader markets.

It helps in offering better products through enhancing the production
process, which eventually results in higher satisfaction and increased loyalty
among the customers.

It increases motivation and level of commitment among the employees,
which results in more innovation and creativity within the organization.

It helps in reducing the expenses and in increasing the profitability, because
CSR facilitates to use production and the human resources in an efficient
way.

It enhances the organizations’ reputation as the employer and assists in
competing effectively for the better skilled workforce.

It improves the opportunities for the networking among the business
partners and the authorities.

Provides positive visibility and the publicity.

Enhances the image of the company, which in turn offers good opportunities
to expand the business in different markets.

All the above mentioned benefits of corporate social responsibility have
encouraged many organizations of developed as well as developing

countries to act responsibly (Maimunah, 2009).

Motivation of Study

Studying the CSR among the SMEs especially in a country like
Kazakhstan, where ever since the soviet era, only the big firms have ruled,
have been a great motivation for me. The percentage of SMEs in this
country is however increasing but the CSR practices are not highly

appreciated as it is believed that the economy can only be run by the super
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big firms that earn super big profits. Therefore, it has been a different and

learning experience throughout this research.

1.4 Problem Statement

In the current era, it has become essential for the organizations to
understand the impact of the corporate social responsibility to remain
competitive in the industry. It has been analyzed that, there are
several SMEs that are focusing only on generating revenues and
increasing the profitability and are not highly concerned about their
responsibility towards society and the community, which may impact
their reputation in the long run (Weber, 2008). It is also identified
that, most of the SMEs, in developing countries failed to focus on the
social and the cultural values of the marketplace, which in turn result
in the unauthorized as well as unethical activities of the business
(Lai, 2006).

In Kazakhstan, the organizations operating in SME sector are
constantly increasing, but the practices of CSR among the SMEs
have received very little attention till date (Del Baldo, 2006).
Trummer (2010) highlighted that, by far small and medium
enterprises (SMEs) of Kazakhstan contribute largely in the
development of the economy of the country. Moreover, past studies
depicts the SMEs in Kazakhstan played a crucial role in providing
the employment opportunities in the country as almost 80%
companies that are registered in Kazakhstan are mostly SMEs in the

private sector particularly.
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