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Abstract
This article is the guest editors’ introduction to the special issue in Business 
& Society on “SMEs and CSR in Developing Countries.” The special issue 
includes four original research articles by Hamann, Smith, Tashman, and 
Marshall; Allet; Egels-Zandén; and Puppim de Oliveira and Jabbour on 
various aspects of the relationship of small and medium enterprises (SMEs) 
to corporate social responsibility (CSR) in developing countries.
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Since the turn of the millennium, we have witnessed a surge of interest in 
corporate social responsibility (CSR) in developing countries, coupled with a 
virtual explosion in the number of articles, books, and chapters written on the 
topic (Blowfield & Frynas, 2005; Idemudia, 2011; Jamali & Sidani, 2012; 
Newell & Frynas, 2007). CSR is generally used in this literature as an umbrella 
term to describe the complex and multi-faceted relationships between busi-
ness and society and to account for the economic, social, and environmental 
impacts of business activity in the developing world. Under this broad 
umbrella, and using diverse methodologies, many important issues have been 
raised and tackled, including the social and environmental impacts of 
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oil corporations (Frynas, 2005), community-based corporate accountability 
strategies (Garvey & Newell, 2005), public–private partnerships (Lund-
Thomsen, 2009), ethical trade initiatives (Barrientos & Smith, 2007), respon-
sible taxation (Jenkins & Newell, 2013), impact assessment of CSR policies 
(Barrientos, 2005), green washing of corporations (Hamann & Kapelus, 
2004), patterns of stakeholder management, and the role of multinational cor-
porations (MNCs) and multilateral institutions (e.g., the World Bank, 
International Labor Organization) in driving or curtailing the uptake of CSR 
in developing countries (Jamali, 2010; Jamali & Neville, 2011; Ngoc Trân, 
2011). These writings have enhanced our understanding of the dynamics of 
CSR in Southern contexts.

Noting these important advances and the shifting focus to CSR in develop-
ing countries, one of the areas that have received relatively less attention 
within this broad research agenda pertains to the role of small and medium 
enterprises (SMEs) in CSR in the developing world. SMEs have been recog-
nized to contribute significantly to job creation and poverty alleviation in 
developing countries, given their labor-intensive production processes and 
significant employment growth rates (de Kok, Deijl, & Veldhuis-Van Essen, 
2013). Estimated to account for 90% of business globally and 50% to 60% of 
employment (Luetkenhorst, 2004), SMEs tend to be portrayed in the literature 
as important backbones of healthy economic growth and vitality, through the 
employment and nurturing of young entrepreneurial talent and the building  
up of systemic productive capacities that serve to foster competition and inno-
vation (Jamali, Zanhour, & Keshishian, 2009; United Nations Industrial 
Development Organisation, 2002). Therefore, more attention needs to be 
accorded to understanding their potential specificities and contributions in 
relation to CSR. This understanding is all the more important in developing 
countries, given that the enterprise structure and the characteristic features of 
SMEs in the developing world often differ from what is commonly encoun-
tered in industrialized countries; for example, often excluded from SME 
accounts are the informal enterprises (particularly in the agricultural sector) 
and smaller micro-firms that tend to be born out of necessity in the developing 
world and which are likely to exhibit different orientations to basic social and 
environmental functions (de Kok et al., 2013; Demuijnck & Ngnodjom, 2013).

The guest editors start by summarizing what we know in relation to SMEs 
and CSR. The literature to date has pointed to the positive affinities of SMEs 
to CSR, given the stronger role of owners and founders, who often play a 
direct role in imprinting their personal ideology and views throughout their 
relatively smaller organizations (Hannan, 1998; Jamali et al., 2009). There is 
indeed evidence that the founders of smaller firms tend to build organizations 
that cohere with their personal philosophies, values, and aspirations (Heugens, 
Kaptein, & van Oosterhout, 2008). SMEs tend to be strongly rooted in their 
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communities, and generally closer to their employees and local community 
constituencies (Demuijnck & Ngnodjom, 2013; Jenkins, 2006; Perrini, 2006). 
We note however the over-representation of SME managers or owners at the 
expense of employee voice which is not sufficiently integrated in the litera-
ture. Yet if we are to understand the complex processes through which CSR 
unfolds in SMEs, the views of both management and employees need to be 
represented (Jeppesen, Kothuis, & Ngoc Trân, 2012). The research also points 
to the informal approach of SMEs to CSR, and the fact that they often do not 
use the language of CSR or formalized management tools (Baumann-Pauly, 
Wickert, Spence, & Scherer, 2013; Jenkins, 2004). In fact, given the limited 
resources, time, and expertise of SME managers, some authors have argued 
that the implementation of formalized CSR management systems, certifica-
tions, or the production of annual sustainability reports may be counter- 
productive in the case of SMEs (Lund-Thomsen, Jamali, & Vives, 2014). 
Other authors point to the flaws of focusing on formal CSR while overlooking 
the importance of informal CSR practices (Jeppesen et al., 2012). Baumann-
Pauly et al. (2013) suggest that SMEs and smaller firms exhibit important 
characteristics that are favorable to CSR, but are constrained in relation to 
external CSR communication and reporting. Particularly relevant in all these 
discussions is the relative importance and salience of social capital in the case 
of SMEs and CSR, which is used to refer to intangible assets such as reputa-
tion, trust, and legitimacy, accumulated through relationships and networks 
across various spheres of society (Habisch, Meister, & Schmidpeter, 2001; 
Jamali, Yianni, & Abdallah, 2011; Russo & Tencati, 2009; Spence, Habisch, 
& Schmidpeter, 2004).

Nevertheless, SMEs’ track record in relation to CSR is not always rosy as 
depicted above. In fact, given their dominance in absolute numbers, their col-
lective ecological footprint is highly significant (Blackman, 2006). In this 
respect, various authors highlight the operations of SMEs in pollution- 
intensive industries such as leather tanning and textiles production where 
there is traditionally little regulatory oversight and enforcement from develop-
ing country governments (Blackman, 2006; Tewari & Pillai, 2005). Hence, the 
discourse on the involvement of SMEs in CSR is sometimes perceived as a 
smokescreen or a façade where SMEs appear to comply symbolically with 
social and environmental standards which are increasingly a precondition for 
global business engagement, while buffering their non-compliance with fun-
damental principles and basic tenets of CSR (Jamali, Lund-Thomsen, & 
Khara, 2015). Skeptics have also highlighted that SMEs often get away with 
some of the worst labor rights abuses including the use of child labor, forced 
labor, sexual harassment, and human trafficking in developing countries 
(Khan, Munir, & Willmott, 2007). To some extent this misconduct may hap-
pen when they operate in domestic industries where they are not subject to the 
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same level of scrutiny as in the more export-oriented industries whose end 
customers are found in Europe and North America (Lund-Thomsen & Nadvi, 
2010). Even when SMEs operate in export-oriented industries that sell to 
European and North American markets, they often take the form of second- or 
third-tier suppliers whose operations are difficult to identify and monitor by 
international auditors, non-governmental organizations (NGOs), or nation-
based trade unions. The extensive use of unauthorized outsourcing in the 
garments industry of Bangladesh is a case in point that highlights the difficul-
ties in detecting labor rights violations at the lower tiers of global value 
chains linking international customers, buyers, local suppliers, contractors, 
and workers in developing countries (Lund-Thomsen & Lindgreen, 2014).

So we have two very different sides of an evolving discourse on SMEs and 
CSR in the developing world. One highlights the positive affinity or sponta-
neous engagement of SMEs in CSR in developing countries whereas the 
other tends to portray SMEs as socially and environmentally risk-prone 
enterprises. Context seems to matter in this debate, and context is where insti-
tutional accounts that link CSR to context and prevailing institutional struc-
tures may be particularly useful. As aptly put by Schneiberg and Clemens 
(2006, p. 217): “In a fundamental sense, this privileging of context is incon-
testable. Just as children are born into a world of already socialized adults, 
similarly organizations are established in societies that are already institu-
tionalized.” The importance of context in research in general and CSR 
research specifically is increasingly appreciated given that institutions medi-
ate organizations’ responses to economic, political, and social problems, by 
shaping how actors construct problems or interests, providing repertoires of 
solutions or determining the efficacy of action and organization (Schneiberg 
& Clemens, 2006). Pioneering contributions that have leveraged an institu-
tional lens and refocused the discussion on the importance of context in rela-
tion to CSR include Campbell (2007) and Matten and Moon (2008) who have 
shown that CSR manifestations need to be analyzed in the context of histori-
cally grown institutional frameworks and national business systems. Hence, 
moving beyond firm-centered analyses is important to gain a grounded 
understanding of how CSR expressions are mediated by relevant institutional 
and contextual factors, despite the pressures of globalization and expected 
harmonization of management processes and structures across cultures 
(Jamali & Neville, 2011; Matten & Moon, 2008).

In the context of the overview presented above, this special issue zooms in 
on SMEs in developing countries, revisiting the debate as to how institutional 
constellations affect their engagement in CSR. Our first observation is that 
institutional contexts (in the form of formal laws, regulations, and enforce-
ment agencies) may not necessarily have a deterministic constraining 
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influence on the engagement of SMEs in CSR in developing countries. In the 
first article of the special issue, Ralph Hamann, James Smith, Pete Tashman, 
and R. Scott Marshall investigate the motives of SME wine entrepreneurs in 
South Africa for engaging in CSR (here, environmental management). 
Hamann, Smith, Tashman, and Marshall (2017) argue that formal institu-
tions—such as state laws and regulatory agencies—have limited reach and 
tend not to affect the daily operations of wine farms in the Cape Province. In 
other words, the South African government, in spite of its relatively advanced 
labor and environmental laws, does not have sufficient regulatory capacity at 
the local level to implement these policies in SME wine firms that tend to be 
relatively dispersed. The reach of environmental NGOs is also limited in 
these local areas. At the same time, Hamann et al. also point out that competi-
tiveness pressures play little role in affecting the motivation of SME entre-
preneurs in embracing CSR. Instead, it is the individual norms and values of 
these entrepreneurs, and their networking through a local business associa-
tion, which seem to explain their voluntary incorporation of environmental 
concerns into their business practices. Their work thus echoes the emphasis 
on the critical role of SME founders in spearheading CSR even in institu-
tional environments that are not necessarily the most conducive. In this 
respect, the article highlights the important role of agentic processes in mold-
ing innovative CSR responses and interventions in developing countries. The 
article also emphasizes the role of collective industry initiatives in incentiv-
izing CSR. Based on this article, some situations seem to allow sufficient 
space for SME entrepreneurs to define their CSR agenda (or no CSR agenda) 
even in the absence of substantive institutional support.

Our second key argument is that actions and interventions on the part of 
formal organizations in the broader institutional environment aimed at pro-
moting CSR in SMEs may sometimes not have the intended effect on the 
social and environmental behavior of these enterprises. The reason is because 
formal organizations in the broader institutional environment might both face 
internal capacity constraints and external barriers in relation to promoting 
CSR in SMEs in developing countries. This combination is illustrated in 
Marion Allet’s contribution to the special issue which zooms in on smaller 
micro-enterprises and their environmental orientations in developing coun-
tries (Allet, 2017). Micro-enterprises constitute an important component of 
the smaller enterprise landscape in the developing world that has been hith-
erto largely ignored in CSR accounts. Looking at micro-finance institutions 
(MFIs) in El Salvador that seek to promote environmental risk mitigation 
among micro-entrepreneurs in the country, Allet identifies a range of  
constraints at play that undermine progress in promoting environmental 
responsibility. These constraints reside with the micro-finance institution 
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spearheading the project in the first place, as well as with the micro- 
entrepreneurs in question. In the context of the micro-finance institution, 
insufficient attention was placed on developing the knowledge and awareness 
of MFI loan staff themselves in relation to how micro-entrepreneurs might 
engage in environmental risk mitigation. At the same time, their performance 
continued to be assessed in financial terms related to the disbursement and 
repayment of loans whereas their work on environmental awareness creation 
was not really awarded. From the viewpoint of the micro-entrepreneurs 
themselves, they suffered from various informational shortages pertaining to 
how to practice environmental responsibility, and lacked the sense of an insti-
tutionalized and formalized relationship with the MFI for addressing these 
informational shortages. Hence, Allet’s study highlights how CSR shortcom-
ings and concerns may only be in part (at best) attributed to developing coun-
try SMEs. In fact, the support institutions which pressurize SMEs for the 
adoption of CSR practices in developing countries may themselves be only 
partially committed to the promotion of CSR—both within their own organi-
zations and in relation to their external clients.

Our final key argument, also related to the one above, is that the CSR dis-
course in developing countries needs to stay focused on the role of SMEs 
themselves in any future research agenda on CSR in Southern contexts. In this 
respect, using an institutional perspective and focusing on labor rights and 
wage issues in the context of SME–CSR activities in developing countries, the 
article written by Niklas Egels-Zandén (2017) challenges the assumption that 
it is only large international retailers that can play a role in driving CSR imple-
mentation in global supply chains, highlighting an equally important (but 
neglected) role for emergent CSR strategies spearheaded by SMEs as institu-
tional entrepreneurs through their supply chain relationships. This article in 
fact highlights that institutional environments—in the form of media and 
NGO campaigns—might induce multinational companies to engage in sym-
bolic compliance with international labor standards and corporate codes of 
conduct rather than substantive compliance with such standards or codes. 
However, in the case of SMEs, the individual history, values, and ethics of 
SME owners, founders, and top management play an important role in shap-
ing their engagement in CSR in developing countries. As suggested in previ-
ous literature, the role of founders or owners must therefore remain at the heart 
of the analysis as researchers attempt to conceptualize how SMEs are incen-
tivized to adopt or resist engagement in CSR; however, one interesting and 
novel insight that comes across through this article is the important potential 
role of not only Southern SMEs but more importantly Northern SMEs—given 
their embedded-ness in different institutional environments—in promoting 
positive spillovers and facilitating the uptake of CSR across their supply 
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chains in developing countries (see also Ciliberti, Pontrandolfo, & Scozzi, 
2008).

In this respect, whereas all three articles above present novel empirical 
insights, the final article in this special issue by Jose A. Puppim de Oliveira and 
Charbel J. C. Jabbour considers conceptually how to improve environmental 
management in small SME clusters in developing countries (Puppim de 
Oliveira & Jabbour, 2017). Here, the last contribution to this special issue 
considers how different governance channels (regulatory enforcement, 
demanding supply chains, and voluntary CSR engagement) may promote 
better environmental management in SMEs in developing countries. 
Highlighting the significant environmental impacts of SME clusters in the 
developing world, the article develops a framework for integrating CSR and 
environmental management in SMEs, by considering different potential gov-
ernance orientations. The article integrates the hitherto fragmented literatures 
pertaining to governance in clusters, environmental management practices in 
SMEs and strategies for climate change mitigation. It synthesizes relevant 
implications in terms of opportunities and risks presented through a focus on 
improved environmental management and the important mediating role of 
cluster governance. The article also includes in closing relevant propositions 
that are available for future research and testing, exploring the effect of varia-
tions in environmental strategies and governance structures and their 
implications.

Clearly, this special issue has made a number of significant contributions 
that have advanced existing knowledge of SMEs and CSR in developing 
countries. One of the articles in the special issue leverages an institutional 
perspective, to analyze the CSR of SMEs in developing countries focusing on 
social aspects, and labor rights more specifically. Three of the articles in the 
special issue accord in turn special attention to the environmental impacts and 
role of SMEs in the context of their CSR activities in developing countries. 
Taking all empirical and conceptual contributions into consideration, we con-
clude that future writings on SMEs and CSR in developing countries need to 
more critically analyze how institutional constellations may promote or 
undermine CSR in SMEs in developing countries in both intended and unin-
tended ways. In this respect, it is very important for northern brands and firms 
and policy makers to ensure that their formal policies are consistent and con-
ducive to genuine commitment and engagement to CSR on the part of devel-
oping country SMEs. As captured in various parts of this special issue, SMEs 
continue to be seriously constrained in terms of capacity and resources and, in 
the presence of half-hearted measures (Allet article), are often dragged into a 
spiral of price cutting and evasion strategies to ensure social compliance. 
Despite a positive propensity to CSR among SME owners and some room for 



18	 Business & Society 56(1)

strategic initiative and agentic responses that come across through the Hamann 
and Egels-Zandén articles, the institutional environment of the developing 
world is not always conducive which leaves the onus of CSR compliance on 
SMEs themselves (Skadegaard Thorsen & Jeppesen, 2011). Hence, develop-
ing country SMEs should remain center stage in the context of a nuanced CSR 
agenda that analyzes their CSR engagement both critically and contextually.

The guest editors hope that this special issue is only the beginning of what 
will be a longer, more systematic inquiry into the nature of SME engagement 
in CSR in developing countries. In fact, what is remarkable about the litera-
ture on SMEs and CSR in the South is really how little we know about the 
nature and effects of CSR in SMEs in developing countries. This special 
issue points to important research themes which could be worth pursuing in a 
more systematic manner in future studies of SMEs and CSR in developing 
countries. Among others, these research themes include:

a.	 The gap which may exist between SMEs’ communication about CSR 
and the actual reality of CSR implementation on the ground in devel-
oping countries.

b.	 The extent to which SME engagement in CSR improves or worsens 
SME profitability, workers’ conditions, and environmental pollution 
emissions in developing countries.

c.	 The role of micro-firms and informal enterprises in CSR as well as the 
informal aspects of CSR practice in SMEs.

d.	 The potential and limitations of international organizations and sup-
port agencies in facilitating or undermining the adoption of CSR prac-
tices among SMEs in the South.
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