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Abstract

Bc. Bim, M. Corporate Social Responsibility in Automotive Industry. Di-
ploma thesis. Brno: Mendel University, 2016.

This diploma thesis deals with the topic of Corporate Social Responsibility
(CSR), which encompasses responsible behaviour towards society in eco-
nomic, environmental and social area. The aim of the thesis is to provide
suggestions of strategies for small and medium-sized enterprises (SMEs) of
Czech automotive industry. The recommendations are based on results of
quantitative and qualitative research conducted among Czech SMEs in au-
tomotive industry. The research examines their awareness, knowledge and
usage of CSR principles. The results show decent awareness of CSR. Czech
SMEs operating in automotive industry are to certain extent knowledgeable
and partly apply CSR principles. Reserves can be found in establishing, con-
ducting and communicating of CSR strategy. The recommendations contain
generally applicable CSR principles for the whole industry and practical ex-
ample in form of the case study. Suggested CSR strategies help Czech based
SME:s to be more competitive and overcome barriers of understanding and
successful functioning of CSR.

Keywords
Corporate Social Responsibility (CSR), Small and medium-sized enterprises
(SMEs), Automotive industry, Stakeholders, Strategy, ISO 26000

Abstrakt

Bc. Bim, M. Spolecenska odpovédnost firem v automobilovém primyslu.
Diplomova prace. Brno: Mendelova univerzita v Brnég, 2016.

Tato diplomova prace se zabyva tématem Spolecenské odpovédnosti firem
(CSR), které zahrnuje odpovédné chovani viici lidské spole¢nosti v oblasti
ekonomické, environmentalni a socialni. Cilem prace je navrhnout strategie
pro malé a stiedni podniky (MSP) automobilového priimyslu v Ceské re-
publice. NavrZzena feSeni jsou zaloZena na vysledcich kvantitativniho a kva-
litativniho vyzkumu provedenych mezi ¢eskym MSP automobilového pri-
myslu. Soucasti prace je zjistit jejich povédomi, znalosti a uplatiiovani prin-
cipti CSR. Z vysledkt vyplyva, Ze ceské MSP automobilového primyslu maji
solidni povédomi o principech CSR, do urcité miry disponuji znalostmi a
¢astecné vyuzivaji principli spolecenské odpovédnosti. Nedostatky lze spat-
rit v zavadéni, vedeni a komunikaci CSR strategie. NavrZena feseni obsahuji
zobecnéneé principy platné pro celé odvétvi a prakticky priklad ve formé pri-
padové studie. Navrhované strategie CSR pomohou ¢eskym MSP k vyssi
konkurenceschopnosti a prekonani prekaZzek k pochopeni a UspésSnému
fungovanim CSR.

Klicova slova

Spolecenska odpovédnost firem (CSR), malé a stredni podniky (MSP), auto-
mobilovy priamysl, zajmové skupiny, strategie, ISO 26000
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1 Introduction

“It takes 20 years to build a reputation and five minutes to ruin it. If you think
about that, you’ll do things differently” Benjamin Franklin (GoodBusi-
nessSense, 2012)

Concept of social responsibility in today’s world acquires more importance
than ever before. Our society lives in a highly competitive environment.
Everything needs to be faster and precisely tailored with a high demanded
quality. This creates a strong pressure on most of the companies. However,
itis notjust a profit itself that needs to be focused on. There is broader spec-
tre of objectives through which can company fulfil its business purpose. Alt-
hough corporate social responsibility (CSR) is sometimes criticized, and it
is necessary to admit that in many cases justifiably, if conducted properly,
it brings additional benefits. There have been conducted many researches
on the merit of CSR, which proved its legitimacy.

Many business practises have already switched from voluntary based
activities under the legislative norm. Most visible area is the environmental
protection. Organizations are forced to make an extra effort in order to pro-
tect our environment for future generations. For instance, European Parlia-
ment adopted in 2014 regulation for large organizations; they are now
obliged to issue CSR report which will be in force for Czech organization in
April 2017. (Ministry of Industry and Trade, 2014) These changes towards
sustainable approach are demanded not just from governments but more
and more often from the stakeholders involved in activities of a company.
Employees, customers or society itself observes more thoroughly the way,
how an organization operates.

Despite the fact that CSR concept is primarily used in large organiza-
tions, in a narrower scope with tailored specification there are possibilities
to adapt the concept also to small and medium-sized enterprises (SMEs).
Each particular SME might be a small “drop in a sea” but as a sum of these
businesses it has a major global effect. Their contribution to social issues is
undeniable.

In the Czech Republic, compared to Western European countries or
Scandinavia, was the concept of CSR until recently perceived as a costly bur-
den which decreases part of a profit. CSR in the last century in Czech did not
get much attention. However, as the Czech Republic and its economics
evolves, nowadays Czech based enterprises start to find favour with socially
responsible activities. In many cases they have already experienced the
benefits such as enhanced reputation, cost savings or innovation. This
growing importance of CSR among Czechs confirmed the research of Ipsos
(2015), in which people expect from the companies more activities towards
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CSR (protection of environment, fair operating practises or safe and healthy
working conditions for employees). In 71 % respondents stress that CSR
influences them during their decision making process before purchase.
Even higher importance 85 % means CSR for employed people.

Czech automotive industry can be considered as a symbol of growing
Czech economics. According to Automotive Industry Association (2015)
GDP contribution represents 7,4 % of total and employment more than 3 %
of total employment Together with other important contributions to eco-
nomic development, it is one of the most important industry in the Czech
Republic. And it is manufacturing companies especially in automotive in-
dustry, which feel more pressure on responsible behaviour in economic, en-
vironmental and social area. In order to remain competitive and successful
they need to bear in mind increasing importance of CSR within a strategy.
The results of this thesis can help automotive SMEs in their efforts to be
more responsible and to remain respected and successful components of
automotive industry.
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2 Objectives and methodology

2.1 Objectives

The main goal of the thesis is to provide recommendations for small and
medium-sized enterprises (SMEs) of Czech automotive industry in a field of
Corporate Social Responsibility (CSR). For the purpose of reaching the ob-
jective of the thesis is conducted analysis of the current situation among
Czech SMEs involved in automotive industry. The analysis examines their
awareness, knowledge and usage of CSR principles. The results of quantita-
tive research are supported by qualitative research of selected enterprises.
Following recommendations are based on these results. Economic inter-
pretation and generalization for the whole industry is provided. Proposed
recommendations will help Czech based SMEs to overcome barriers of un-
derstanding and successful functioning of CSR.

2.2 Methodology

The thesis comprises of the literature review and results. Part of literature
review provides description of “Corporate Social Responsibility” (CSR) con-
cept, its relationship with stakeholders and tools for implementation. More-
over, the part contains position of CSR among small and medium-sized en-
terprises (SMEs). Ultimately the review compares different CSR standards,
norms and guidelines. As an optimal standard for purpose of this thesis is
chosen guideline ISO 26000. The comparison and reasons for ISO 26000 are
explained in a chapter CSR Norms and Standards.

Analysis of position of automotive industry in EU, Czech Republic and
in respect to small and medium-sized enterprises is initial part of results.
The analysis is supported with statistical data. Furthermore, for the pur-
poses of results” part, there is conducted quantitative and qualitative re-
search.

Quantitative research is conducted among Czech automotive SMEs that
belong under classification NACE 29 (further described). The enterprises
are selected through database system Amadeus based on the selected crite-
ria:

All active companies and companies with unknown situation

In country: Czech Republic

Number of employees: max=250, exclusion of companies with no re-
cent financial data

NACE 29: Manufacture of motor vehicles, trailers and semi-trailers
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Quantitative research is distributed to selected enterprises in form of ques-
tionnaire. The questionnaire is for the purpose of simplicity created in
Czech language, contains 21 questions (and several sub-questions) and is
focused on the areas of:

e Awareness of CSR,
e Knowledge of CSR,
e Usage of CSR

For the verification of the hypothesis there are applied statistical methods
using program MS Excel. The hypothesis is verified through contingency ta-
ble 2X2 with Fisher’s exact test using two-tailed P-value. Contingency table
is a type of table in a matrix format that displays the (multivariate) fre-
quency distribution of the variables. Fisher’s exact test of independence is
used for two nominal variables for small samples. Level of significance was
set on 95%. (Agresti, 2012)

Tab. 1 Contingency table 2x2

0 1 | Totals
1 a b a+b
0 c d c+d
Totals a+c b+d n
Source: Lowry, 2016
Method of calculation of Fisher’s independence test:
Q—1+C\"’B + DY
oot A N B ] (A+B)C+D)(A+C)(B+D)
‘f’ N AV BIC Dt A
\f-l + B/,

Cells are counted through absolute and relative frequency. Frequency indi-
cates how many values of the character can be found within the statistical
file. They can be described in absolute numbers or relatively to the total
number of elements of the file. Absolute frequency ni indicates how many
times the value xi of character x occurs in the set. The set n is a sum of these
occurrences. Relative frequency characterized by x indicates a percentage
of the whole set xi.

The last part of quantitative research uses arithmetical mean. Arith-
metical mean represents equality to the sum of the numerical values of each
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and every observation divided by the total number of observations. (Medhi,
1992)

, . _ X +x, o +X 1<
Arithmetical mean: x =-1——2 L= =y

n n iz

The last part of the research is qualitative research, which evolves from the
quantitative and its purpose is to obtain more detailed information. At the
very end, additional research for secondary data on the companies” web-
sites is made. Results received from both researches serve as foundations
for recommendations. Suggested recommendation are economically inter-
preted.
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3 Literature review

“Corporate Social Responsibility is a hard-edged business decision. Not be-
cause it is a nice thing to do or because people are forcing us to do it ... because
it is good for our business” Niall Fitzerald, Former CEO, Unilever (GoodBusi-
nessSense, 2012)

3.1 Definition and meaning of CSR

Despite all attempts for broadly accepted specification, CSR remains a con-
tinuous debate amongst businesses, society and in the field of academics.
The term “Corporate Social Responsibility” (CSR) is not assigned to univer-
sal specification; instead there is multitude of different definitions. CSR co-
vers many assorted interpretations.

According to some studies the origins of CSR reach tens of years back-
wards; as far back as the 1850s (Balza and Radojicic, 2004; Doane, 2004;
Smith, 2003).

First real signs of CSR definitions arose in the middle of 20th century.
Bowen in 1952 represents probably the very first author, who used term
“Corporate social responsibility” and in his thoughts defined CSR as a need
for social welfare while managing organization.

Another American writer Davis in 60s added necessity of economic and
legislative part (Carroll, 1999). In late 70s Carroll (1979) summed up social
responsibility into four basic responsibilities in order to increase business
performance:
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N
\
N
\\
Philanthropic A

Responsibilities \\

Be a good corporate citizen. \\

A\,
_/ Contribute resources to the community; .

improve quality of life. N

N

Ethical Responsibilities
Be ethical.

Obligation to do what is right, just and fair. Avoid
harm.

Fig. 1 The Pyramid of Corporate Social Responsibility
Source: Carroll, 1991

Many national and supranational organizations strive to define borders of
CSR. Among those belongs for instance European Union. European Commis-
sion (2014) in its renewed EU strategy 2011-14 briefly explains CSR as:
“The responsibility of enterprises for their impact on society.”

More complex definition used Holme and Watts in the publication for
The World Business Council for Sustainable Development (2000): “Corpo-
rate Social Responsibility is the continuing commitment by business to behave
ethically and contribute to economic development while improving the qual-
ity of life of the workforce and their families as well as of the local community
and society at large.”

International Institute for Sustainable Development (2013) points out
that economic aspect is no longer isolated. The views on company’s profit-
ability and competitiveness are revised and completed with environmental
protection and well-being of employees, community and public now and
also in future.

Business leader forum of Czech Republic (2010) then stresses the sub-
stance of voluntarism in company’s behaviour.

Also statement of livonen and Moisander (2015) declares CSR as a vol-
untary commitment driven by company’s understanding and acknowledg-
ment of moral responsibilities with respect to stakeholders.

Nevertheless, CSR has to be seen as a key marketing and branding ex-
ercise for most of large enterprises. The CSR then seems a bit controversial.


http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52011DC0681&locale=en%22
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When for instance petroleum or tobacco focused businesses claim respon-
sible behaviour and actively invest into CSR policies with respect to people
and environment and meanwhile perform their business, which in fact quite
often harms both. (Fleming and Jones, 2013)

Blowfield and Murray (2008) describe CSR as a common belief of a
company for a public good.

Baker (2016) adds importance of company’s managing processes as a
crucial tool how to increase positive impact on society.

Werther and Chandler (2011), however, see it differently. They argue
that corporate social responsibility is not solely about creating sustainable
processes for a public well-being. The point is not to reduce emissions or
supportlocal communities; rather CSR is more connected with core product
and all around its production.

Frederick (2006) agrees with Baker’s opinion on society: “Corporate
social responsiveness refers to the capacity of a corporation to respond to so-
cial pressure.”

Likewise sees it Government of Canada (2015), with addition of multi-
national aspect of CSR. Companies those apply CSR principles in interna-
tional context not only enhance their chances for a higher success in busi-
ness at home country, but also help to gain benefits for foreign economics
in which they actively participate.

Research conducted by Dahlsrud (2008) showed, that CSR is created
from five different parts. In his analysis, which he made among tens of defi-
nition from diverse authors; he defined those five most important elements
with the highest occurrence (four of them appeared in more than 80 % of
definitions).
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Dimensions The definition is coded to the Example phrases
dimension if it refers to

The environmental dimension The natural environment ‘a cleaner environment’
‘environmental stewardship’

‘environmental concerns in business operations’

The social dimension The relationship between business and | ‘contribute to a better society’
society ‘integrate social concerns into their business
operations’

The economic dimension Socio-economic or financial aspects, ‘contribute to economic development’
including describing CSR in terms of a | “preserving the profitability”
business operation ‘business operations’

The stakeholder dimension Stakeholders or stakeholder groups interactions with their stakeholders’

suppliers, customers and communities’

‘how organizations interact with their employees,

The voluntariness dimension Actions not prescribed by law ‘based on ethical values’
‘beyond legal obligations’
‘voluntary”
Fig. 2 Corporate Social Responsibility and Environmental Management

Source: Dahlsrud, 2008

The work of Cetindamar and Husoy (2007) correspond with results of
Dahlsrud (2008) by pointing out 3 important aspects of CSR. Beside terms
stakeholders and principle of voluntarism mention also the term network-
ing. Networking as a part of CSR initiatives is a form of relationship between
private and public actors. To establish a functional collaboration and com-
munication is in mutual interest.

According to European Commission (2014) being socially responsible
is a daily routine, nothing special, excited or difficult. It is a part of everyday
business activities.

Petiikova (2008) sees under CSR all activities performed over legit ob-
ligations and also all activities, which lead to better understanding and
higher satisfaction of all stakeholders involved.

Savitz and Weber (2006) distinguish between terms “responsibility”
and “sustainability”. In their opinion “responsibility” stresses benefits to so-
cial groups outside the business while “sustainability” emphasizes same im-
portance for people from outside the company so as for a company itself.
Furthermore, core of “sustainability” lies in respecting interdependence of
living beings and their natural environments, various elements in society
(respecting needs of local communities, educational and religious institu-
tions, public, workforce etc.) and other human values (family life, personal
growth, moral development etc.)
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Argenti (2016) broadens Savitz’s and Weber’s (2006) terminology for
other terms, which can carry the same meaning as “corporate social respon-
sibility”. Those include among others “corporate responsibility”, “corporate
sustainability”, “corporate citizenship” or “conscious capitalism”.

Probably the most quoted definition of CSR was coined by Elkington in
1994 called “triple-bottom line” (TBL).

Three different lines can be simply described by three “P”; Profit, Peo-
ple and Planet. The traditional bottom line “profit” reflects profit and loss
account and measure financial situation of a company over a certain period
of time, while the second bottom line shows effort in terms of social respon-
sibility. Finally, the third bottom line “planet” deals with environmental re-
sponsibility. (Cannibals with forks, 1997 Elkington)

Most of the authors Kasparova and Kunz (2013) Benn and Bolton
(2011), Adamek (2013) share the same opinion about contribution of TBL.
Their thoughts are summed up in a following table:

Tab. 2 Areas of CSR

Economic area Social area Environmental area
Combating Focus on employees, | Lowering emissions
corruption, customers and public | (CO2)

Transparent Volunteerism Water and forest
corporate behaviour protection
Providing information | Philanthropy Reduction of waste
to their stakeholders

Maintain good Sponsorship Recycling

relationships within
the suppliers

Fighting against Corporate ethics
bribes

Work-life balance

Source: Kunz (2012), KaSparova (2008), Benn and Bolton (2011) and Adamek (2013)

Some authors (Epstein, 2014; Savitz and Weber, 2006) are not just con-
sistent with three main areas of responsibility (economic, social, environ-
mental), but they place same magnitude to each particular part. All three
areas, therefore supposed to have equal level of importance.

Approach of Vartan Group, Inc. is based on a notion of world’s scarcity.
The planet has limited resources and investing a sustainable maintenance
of those resources is a must. For better understanding Vartan Group, Inc.
(2016) presented a graph connecting social, economic and environmental
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area, including bearable, viable and equitable boundary areas, whereas the
sustainability is the core and aim of CSR activities.

Fig. 3 Areas of CSR according to Vartan Group, Inc.
Source: Vartan Group Inc., 2016

Despite of generally positive reputation of TBL among some authors, is TBL
subject of critique. For instance, Hindle (2008) calls the Triple Bottom Line
in a question, saying that is difficult to measure all three accounts the same
way - by profit, more precisely in form of cash. While the profit account
serves for economic responsibility; social (e.g. teaching children in Africa)
and environmental (e.g. protecting rainforests) accounts can be hardly
measured in same units of account.

Some other authors (Sridhar, Jones 2013) add even more critical argu-
ments against TBL. They expressed concerns not just about measuring of
TBL, but also about non-systematic approach and compliance mechanism.

3.2 Stakeholders and CSR

Stakeholders represents individuals or organizations with an interest in
any activity or decision made by an organization. (ISO, 2015)

According to Blowfield and Murray (2011) stakeholder is represented
by any person or organization with power to influence decisions and activ-
ities of a company. They distinguish a significant difference between stake-
holders and shareholders. Whereas the latter word states for investors and
their value of shares on company’s profit; stakeholder theory offers an al-
ternative view saying that company has also other material and moral rea-
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sons to consider towards its relationships. The shareholder theory pre-
vailed in the last century, however, stakeholder theory is getting more im-
portance nowadays.

Pavlik and Bélcik (2010) continue when say that stakeholders are key
part for CSR concept. Every organization should thoroughly map its most
crucial partners, counterparts and all other organizations related to its busi-
ness activities before creating a CSR strategy. The stakeholders are sup-
posed to be involved in the whole process of implementing CSR. Their influ-
ence can be either positive or negative towards organization objective. It is
also important to recognize the crucial ones and their interest.

Rapid development of the CSR concept and influence on stakeholders
can be observed in the last decade of the last century. Platforms and initia-
tives dealing with responsibility played a significant role in creating further
awareness among the general public and experts - stakeholders. For in-
stance, the European Union started to take an interest in the second half of
the 90s. (Putnovd, Seknicka 2007)

Some authors like Freeman (2010) distinguish between primary and
secondary stakeholders. The primary stakeholders are those directly effec-
tive with company’s activities and are essential for survival. Among those
can be included customers, investors, suppliers or employees). On the other
side stands secondary stakeholders - people and organizations effected in-
directly such as media, banks or competitors. More attention companies
with respect to CSR is usually paid on primary stakeholders, nevertheless,
companies should not underestimate relationship with secondary stake-
holders as their activities can also significantly change the companies” po-
sition in both ways negative and positive.

Stakeholders in CSR concept can be seen from two sides. First is con-
nected with level of influence of a stakeholder on organization (low, high).
Second deals with level of interest (low, high) of a stakeholder. Obviously
the most important part on a function of organization play the stakeholders
with high level of interest and high influence. These have to be treated with
high respect and mutual constant communication is a necessity. (Pavlik,
Bélcik, 2010), (Steinerova 2008)
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High

Continously inform

Lead a dialog

Low

Level of interest

Answer questions

Ensure a satisfaction

Low

High

Level of influence

Fig. 4 Distribution of stakeholders for CSR strategy
Source: Author’s elaboration based on Steinerova, 2008

Steinerova (2008) points out that in order to effectively implement CSR
principles, company needs to understand the value that brings the involve-
ment of stakeholders. Responsible business is therefore not just about pro-
claiming corporate values and principles but more about understanding ex-
pectations of those, who have an influence on the company and those, who
are influenced by a company. Stakeholders can be divided into 3 groups ac-
cording to Triple-bottom-line principle (see table Stakeholders involve-

ment).
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Tab. 3 Stakeholders” involvement

CSR area Stakeholders

e Owners and investors
e (Customers

e Business partners

e Suppliers

e Competitors
Government

Economic area

Employees and their families
Labour Unions

Public

Media

Non-profit organizations
Educational institutions

Social area

Non-profit organizations
Governmental institutions
e Public

Environmental area

Source: Steinerova (2008)

3.3 Implementation of CSR - PDCA

Due to a fact of ambiguity in explanation of term Corporate Social Re-
sponsibility, it is hard to transform the concept into the real praxis. Many
organizations try to create one common accepted standard of implementa-
tion, however, those efforts often lead to even higher ambiguity. The most
common accepted concept of implementation seems to be the PDCA created
by International Institute for Sustainable Development (IISD). Under the ac-
ronym PDCA is hidden: Plan, Do, Check and Act. Those four parts set the
framework for CSR implementation. Each part is comprised of specific tasks
connected to given steps. PDCA cycle is a method used for improvement of
processes in variety of business areas. (Kasparova and Kunz, 2013)

First part of cycle “Plan” consist of evaluating the CSR activities. Often
companies already apply some CSR principles, although they do not realize
it. Successful CSR implementation needs support interconnected on all lev-
els within an organization. Hence in a CSR team a manager, owner as well
as employee has to be involved. Only if companies know and are able to de-
fine their CSR involvement, then can proceed to second step of planning -
creation of CSR strategy. In the process of creation is important to analyse
behaviour of other competitors and also cooperate with CSR associations,
which can bring necessary experience, contacts and information.
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The second part is represented by word “Do”. This phase also includes two
particular steps. The developing of CSR commitments comes at first and
comes out of already created CSR strategy. Explicit formulation of commit-
ments is important because if different parts of organization are involved in
implementation process, they need to proceed unanimously, with respect
to these set commitments. CSR commitments are instruments and policies
that firm develops to indicate what the firm should do in order to make a
social and environmental impact. CSR commitments are developed at the
point when a firm is shifting from planning phase to doing phase. The next
step - implementation of CSR commitments - contains eight tasks. Here is
described a decision making structure, implementation into a business plan
or employees” engagement and their training. Last but not least it is im-
portant to go public. In order to decide whether commitments are fulfilled,
supportive measures such as SMART! goals have to be established.
(Hohnen, 2007)

The third part contains only one step - assuring and reporting on pro-

gress. The aim of the CSR is to increase a performance in areas that adjusts.
Thatis a reason for reporting and assessment of information leading to pro-
gress. The assessment of progress is a measurement conducted in many
possible ways, e.g. industry reviews, shareholders review, professional
third-party audits or internal audits.
Reporting means communication with stakeholders regarding to economic,
social and environmental managerial issues of a firm and its performance.
It addresses intensity of societal trends and effect on a company and con-
trary how company’s activities affect society. (KaSparova and Kunz, 2013)

The last phase mentioned by Hohnen (2007) for IISD is called “Act” or
“Improve” and contains three tasks. Firstly, company evaluates its perfor-
mance, then identifies opportunities for improvement, followed by effort to
engage stakeholders. An evaluation, based on learning tracks an overall pro-
gress of an organizational CSR approach. It also forms basis for potential
modifications within CSR strategy and improvement. The information de-
rived from verification and reporting help to set an organization into a good
position and allows it to rethink its current approaches and make adjust-
ments.

It is important to mention an irreplaceable role of stakeholders during
all four phases of PDCA process. They not just contribute to social, economic
and environmental affects within planning process and execution but also
are integral part of assessment, reporting and ultimately bring suggestions

1 SMART is an acronym for “Specific”, “Measurable”, “Achievable”, “Realistic”, “Time-re-
lated”, attributes when setting goals.
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for future improvement. The Plan-Do-Check-Act is a continuing and evolv-
ing process including four main steps with six associated tasks and twenty-
nine checkpoints. (see the figure Implementation framework).
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Plan 1.Conduct a CSR assessment

* Assemble a CSR leadership team;

* Develop a working definition of CSR;

¢ |dentify legal requirements;

* Review corporate documents, processes and
activities, and internal capacity; and

¢ |dentify and engage key stakeholders.

2. Develop a CSR strategy

 Build support with CEO, senior management and
employees;

* Research what others are doing, and assess the
value of recognised CSR instruments;

* Prepare a matrix of proposed CSR actions;

¢ Develop ideas for proceeding and the business
case for them; and

* Decide on direction, approach, boundaries and
focus areas.

Do 3. Develop CSR commitments

* Do a scan of CSR commitments;

* Hold discussions with major stakeholders;

e (reate a working group to develop the
commitments;

* Prepare a preliminary draft; and

e (Consult with affected stakeholders.

4. Implement CSR commitments

¢ Develop an integrated CSR decision-making
structure;

* Prepare and implement a CSR business plan;

* Set measurable targets and identify performance
measures;

¢ Engage employees and others to whom CSR
commitments apply;

* Design and conduct CSR training;

e Establish mechanisms for addressing problematic
behaviour;

e (Create internal and external communications plans;
and

¢ Make commitments public.

Check

\

5. Assure and report on progress

* Measure and assure performance;
¢ Engage stakeholders; and
e Report on performance, internally and externally.

Improve

¥

6. Evaluate and improve

* Evaluate performance;
 |dentify opportunities for improvement; and
* Engage stakeholders.

Cross-check: One cycle completed

<

Return to plan and start the next cycle.

Fig. 5 Implementation framework
Source: Hohnen, 2007
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3.4 CSRin Small and medium sized enterprises (SME)

According to European Commission, Small and medium-sized enterprises
(SMEs) represents more than 90 % of all businesses in EU. (European Com-
mission, 2015)
In order to classify a company under SME classification 2 factors need
to be fulfilled (in the EU recommendation 2003/361):
1) Staff headcount and
2) Either turnover or balance sheet total.

Tab. 4 SME:s classification

Company Staff Turnover | or | Balance sheet
category headcount total
Medium-sized <250 <€50m <€43m

Small <50 <€10m <€10m

Micro <10 <€2m <€2Z2m

Source: European Commission, 2015

In the past smaller businesses were considered irrelevant for application of
responsible principles. The CSR principles served as a universal advice for
all companies, no matter their size was. (Blowfield and Murray, 2011)

Moreover, CSR practices were simply taken over from multinational
corporations and applied to much smaller companies. (Elkington and Har-
tigan, 2008)

However, those times changed with rise of new business concepts,
start-up and other entrepreneur activities with focus on societal outcomes
especially. Smaller enterprises appeared to be not just relevant but unique
contributors to social responsibility. (Jenkins, 2009)

Many of SME enterprises comprised CSR principles into their regular
business activities. Quite often those principles are used unconsciously.
SME enterprises consider responsible actions as a natural part of their be-
ing. It is a certain sense of “good behaviour” towards their employees, cus-
tomers and other involved stakeholders as well as towards nature and so-
ciety itself.

Itis important to bear in mind that the sector of SME comprises of busi-
nesses from various different fields. This endless heterogeneity of busi-
ness’s focus makes the categorization of SME, in terms of CSR, under one
roof very difficult. For instance, small software engineering company from
Europe will have different opportunities and visions about responsibility
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than small Asian shoemaker. On the other hand, there are obviously some
common features such as size of company or a fact that all those entrepre-
neurs start small. (Blowfield and Murray, 2011)

The importance of role of SME for CSR proved the research for Euro-
pean Commission (2013). People trust more SMEs in their effort for better
social environment than bigger companies: 71% of European respondents
say that SMEs make effort to behave in socially responsible ways, compared
to just 48% in favour of large companies.

Hohnen and Potts (2007) mention a difference in demands to large and
SMEs. Often, due to a lack of resources SMEs do not find strength to actively
conduct CSR principles. The press of time or insufficient amount of money
represent challenges that SMEs have to face, and those challenges seem to
be greater difficulty than the same for larger corporations.

Sandling (2014) states reasons why some SME are not willing to adopt
principles of CSR management. One of the reasons, as mentioned above, is
the vagueness of the term “Corporate Social Responsibility”. Furthermore,
the term “corporate” leads to dismiss of the principles, as SME entrepre-
neurs see it as irrelevant for their business. Other critique stems from lack
of platforms for collaboration, the feeling that CSR is more philanthropic ac-
tivity than anything else or entrepreneurs simply do not see benefits of
adopting CSR.

The same was confirmed in a research made in United Kingdom in
2006, which shows that 71 % of the SMEs feel uncomfortable with the use
of the term CSR for SMEs. (Rahman and Ramos, 2011)

3.5 CSR Norms and Standards

In order to implement, evaluate and report CSR activities, the norms, stand-
ards and guidelines need to be set. Agencies together with governmental
and non-governmental organizations all around the world participate on
creation process of these norms. (Kunz, 2012)

A number of directives have a character of recommendations, no bind-
ing rules are applied, and therefore directives cannot be certified (e.g. OECD
Guidelines for multinational enterprises). Other directives (e.g. SA 8000)
enable to measure CSR. (Yang and Rivers, 2009)

Putnova et. al (2007) divides standards into three categories:

e Norms with normative framework - activities, which should be done
(e.g. OECD Guidelines for multinational enterprises)

e Norms with procedural framework - criteria for evaluation and com-
munication (e.g. AA 1000 or GRI)

¢ Norms of management system - specify criteria for management sys-
tem (e.g. ISO 14 001 or SA 8000)
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Other classification sorts out the methods between:

e Exact methods - can be evaluated directly (e.g. ISO 26 000, OECD
guidelines etc.)

e Benchmarking methods - based on comparison with other companies
(e.g. Benchmarking based on annual reports, rating agencies etc.) (Em-
press, 2016)

Vagueness of CSR concept enabled creation of many different standards,
which causes difficulties for companies to choose the right one. Most of the
certificated standards bring necessity of certificated audit together with
high financial resources, therefore experts consider some of these stand-
ards useable only in large companies. (KaSparova and Kunz, 2013)

As a one of the most worldwide used guidelines can be considered UN
Global Compact. The mentioned is a world largest sustainable initiative rep-
resented by 10 principles covering 4 principles focused on labour, human
rights, environment and anti-corruption. Its mission is to support compa-
nies in alignment of their strategies with those principles and enhance ac-
tions to strengthen targets of society. (UN Global Compact, 2016)

Other often used standard is a Global Reporting Initiative (GRI), cre-
ated in 1997 from an initiative of American non-governmental agency
CERES (Coalition for Environmentally Responsible Economies). GRI is con-
stantly revised and updated. Its main objective is to provide user-friendly
guidance for reporting responsible principles and reach comparability in
economic, social and environmental area. It comprises among others from
Ethics, Anti-corruption or Supply Chain Standard Disclosures. Its method-
ology is freely available, however, evaluation is charged. Moreover, GRI
guideline is difficult to process, which makes this guideline unpleasant for
small enterprises unlike to ISO 26 000 or KORP. (van Wensen et. al, 2011)

Behind the KORP method stood the Fair business association together
with the Association for CSR Quality Award. In contrast to other CSR norms
KORP is a solely Czech national methodology that enables to conduct exter-
nal and internal evaluation resulting in CSR report. KORP is applicable for
small businesses, supports methodological approach towards CSR and pro-
vides a framework for unification of CSR evaluation. This framework is ap-
plied through Deming’s cycle of PDCA (Plan-Do-Check-Act). In fact, KORP is
a combination of other methods. More precisely, it uses the system of GRI
indicators as well as CAF self-assessment methodology 2006 (quality man-
agement tool for public sector) and EFQM Excellence Model (Kunz, 2012)

The EFQM is an abbreviation of the non-profit organization “European
Foundation for Quality Management”. EFQM Excellence Model was founded
in 1988 and in 2015 is applied in more than 500 member organizations in
more than 55 countries and 50 industries. A structure of EFQM Excellence
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Model is close to ISO 26 000; it consists of nine criteria divided into two cat-
egories: “Enablers” and “Results". Five “enablers” cover what an organisa-
tion does and a way it does it. The four criteria in "results" cover what an
organisation achieves. (EFQM, 2016)

Enablers . Results -

Leadership Processes, People Results Business Results
Products &
Services

Strategy Customer Results

Partnerships & Society Results
Resources

£
-

@EFQM 2012

Learning, Creativity and Innovation

Fig. 6 Model EFQM,
Source: EFQM, 2016

Another model providing framework for evaluation of CSR is CAF Model.
Compared to other models, CAF Model is the only one which is specifically
created for a public sector. Its core lies in self-assessment of strengths fol-
lowed by ability to use those strengths in a long term.

To one of a few certified norms belongs multinational norm called SA
8000. This norm does not have a broad scope of authority as the methods
like GRI or ISO 26 000 have. Opposite to it, it focuses on improvement of
working conditions. This global codex is applicable in all countries and
more suitable for larger companies. Labour law needs and needs for mana-
gerial system are included, for this reason the SA 8000 is also a verification
system. Nine areas include among other: working hours, remuneration,
child labour or discrimination. (IISD, 2013)

The norm that governments are obliged to follow represents the OECD
Guidelines. While it is compulsory for governments it remains voluntary for
multinational enterprises. For corporations are not legally binding and are
employed in countries that are signatory to the Declaration on International
Investment and Multinational Enterprises including the Guidelines. The
recommendations provide guidance to conduct responsible business in ar-
eas connected with human and labour rights, environment and information
disclosure, combating bribery, intellectual property, consumer interests,
competition and taxation. The OECD Guidelines define standards for so-
cially and environmentally responsible corporate behaviour and try to pre-
vent dispute between corporations and the communities or individuals,
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which might be potentially victims of unfair corporate activities. Opposed
to SA 8000 norm, OECD guidelines serve especially to large supranational
corporates; hence their usage for SMEs is limited. (OECD, 2012)

There are other methods of evaluation and reporting of CSR which are
subject of International standardization such as ISO 9001 or ISO 14001, rep-
resenting quality management systems or environmental issues. Last but
not least more and more private companies endeavour for creation of their
own new methods. Among those belong for instance Acount Ability (AA)
1000, Ethibel or London Benchmarking Group - LGB. (Kuldova, 2010)

A significant overlap and convergence of the topics they cover can be
seen between ISO 26000 and the GRI Guidelines (I0S, 2014).

According to researches Ortova (2011) the ISO 26000 is a standard on
rise, European enterprises are well informed and prepared to implement
this standard into praxis. However, due to its newness the wide implemen-
tation will take time.

Under the biggest advantages of ISO 26000 comes the fact that it covers
all aspects of CSR - triple bottom line (economic area, social area, environ-
mental area) ISO 26000 standard is quite easy to apply for SMEs in compar-
ison with GRI. Moreover, concept of CSR is evolving rapidly, that needs an
updated standard. ISO 26000 is a new advanced concept based on latest in-
formation. It is derived from UN Global Compact, however, it is more spe-
cific. Unlike to ISO 26000, the UN Global Compact and the OECD Guidelines
do not specify methods that should companies follow, they are rather min-
imal requirements of CSR. Last but not least ISO 26000 serve as a tool for
improvement of risk management. (Kasparova and Kunz, 2013)

One of many reasons of choosing the ISO 26000 is that it aims at all
types of organizations regardless their size or location. It is quite easier to
apply thanks to its unbinding guideline character and simplicity (compared
to GRI method).

3.5.1 ISO 26000

ISO 26000 represents the leading international guidance on social respon-
sibility
for organizations. According to International Organization of Standardiza-
tion (2015, p.2) “ISO 26000 gives guidance on social responsibility and is in-
tended for use by organizations of all types and sizes, in all spheres, in order
to assist them in their efforts to operate in the socially responsible manner
that society increasingly demands.”

Since ISO 26000 does not cover any requirements it cannot be consid-
ered as a certification is more a guidance on a voluntary basis. It contains
concepts, terms, definitions and principles of CSR as well as core issues,
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practices, information about implementing, communicating commitments,
engaging with stakeholders or other information related to CSR. ISO 26 000
also shortened the term “Corporate social responsibility” to “Corporate re-
sponsibility” in order to reflect the broader scope of this concept.

1.

[SO 26000 addresses 7 core subjects, each of them cover several differ-
ent issues:

Organizational Governance - represents a central core of ISO 26000
and stands for a system which organizations use in order to make their
decisions and implement actions to achieve their objectives.

1.1.

1.2.

1.3.

1.4.

1.5.

Accountability - organization’s acceptance of appropriate scru-
tiny and also acceptance of a duty to respond to this scrutiny. It
includes responsibility to legal authorities and actions to prevent
from wrong doing and repetition.

Transparency - organization should abide by the transparency in
its decisions and activities with an impact on society and the envi-
ronment. Such as purpose, nature and location of those activities.

Ethical behaviour - organization governs according to principles
of values of honesty, equity and integrity. Acting ethically also
means identifying and applying standards and control mecha-
nisms of ethical behaviour.

Respect for stakeholders’ interests - this process starts with iden-
tification of stakeholders through understanding of their interests
to engagement of them.

Respect for the rule of law - it refers to organization’s understand-
ing of rule of law - no individual nor company stand above the law.
Law always prevails and company’s activities should comply with
legal requirements.

Human Rights - cover two types of rights: political and civil rights
(freedom, life, equality) and economic, cultural and social rights (food,
work, health).

2.1.

2.2.

Due diligence - proactive process with sense to identification of
the current or potential negative social, environmental and eco-
nomic impacts of an organization's decisions that tries to avoid
and mitigate negative impacts.

Human rights risk situations - ability to see and solve situation
that can harm human rights such as activities that can affect or in-
volve children, failure of democratic system or absence of civil
rights.
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2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

Avoidance of complicity - complicity is connected with aiding and
abetting an illegal act or omission. It covers legal (jurisdictions)
and non-legal (expectations of behaviour) aspect.

Grievance resolution - procedures that are a means of dispute res-
olution used by a company to address complaints by stakeholders;
can be also informal.

Discrimination and vulnerable groups - demand for company’s
active approach in order to ensure equal opportunity, respect for
all individuals and application of non-discrimination principles.
Related to children, women, people with disabilities etc.

Civil and political rights - include absolute rights of every human
being, right to live, right for freedom, right to own property, right
for security, right to express opinion etc.

Economic, social and cultural rights - complete above mentioned
rights - right for education, health, standards of living, food, hous-
ing, employment etc. Basically all rights connected with human
dignity and development.

Fundamental principles and rights at work - concerning human
rights in labour issues, specified by ILO (International Labour Or-
ganization).

3. Labour Practices — monitor a level of observing of actions and policies
related to the work done by the organization. They extend beyond in-
ternal relationships (e.g. health, safety, working time or remunera-
tion).

3.1.

3.2.

3.3.

3.4.

Employment and employment relationships - rights and obliga-
tions which should both parties (employers and employees) with
interest of both the organization and society, follow. Among other
employers are expected to treat employees in a sense of equality,
recognize their effort and ensure security.

Conditions of work and social protection - the protection em-
braces areas wages and other forms of compensation, working
time, rest periods or holidays. Furthermore, includes maternity
protection and welfare matters such as safe drinking water, sani-
tation, canteens and access to medical services.

Social dialog - social dialog means all possible types of negotia-
tion, consultation or exchange of information among representa-
tives of governments, workers, employers related social and eco-
nomic interest.

Health and safety at work - it is effort to maintain the physical,
mental and social well-being of workers at the highest level. [t also
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3.5.

deals with working conditions and protection of workers from
risk to health.

Human development and training in the workplace - main con-
cern is to provide employees help in their work experience with
access to skills development, training and opportunities for their
career advancement.

4. The Environment - this subject focuses on activities with impact on
better environmental conditions such as reducing the waste, pollution,
effective use of resources etc.

4.1.

4.2.

4.3.

4.4.

Prevention of pollution - organizational improvement in terms of
environmental performance by preventing pollution. It includes
actions and measurements towards discharges of water, waste
management, use and disposal of hazardous and toxic chemicals
and all other identifiable forms of pollution.

Sustainable resource use - identifying, measuring and implement-
ing of policies which aim on efficient usage of energy, water and
all materials related to organization’s activities.

Climate change mitigation and adaptation - most important focus
binds to greenhouse gases and their reduction. Organization
should decrease the climate change vulnerability.

Protection of the environment, biodiversity and restoration of nat-
ural habitats - last part of environmental chapter stresses valuing
and protecting biodiversity and ecosystems, sustainable usage of
natural resources goes together with urban and rural develop-
ment.

5. Fair Operating Practices - Practises which answer the question “how
ethically companies drive their business” and their relationship to
other organizations

5.1.

5.2.

5.3.

Anti-corruption - all possible ways which fight the occurrence of
corruption, e.g. prevention, corruption-risk identification or
stakeholders” anti-corruption encouragement.

Responsible political involvement - raising political awareness,
encouraging the development of public policy or be transparent in
terms of lobbying, those are principles of responsible political in-
volvement.

Fair competition - all activities consistent with competition law,
supporting anti-trust and anti-dumping practices and all other ac-
tivities related to promotion fair competition.
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5.4.

5.5.

Promoting social responsibility in the value chain - track im-
portance of potential impacts or unintended consequences of or-
ganization’s procurement and purchasing decisions on other or-
ganizations with objective of minimization of those negative im-
pacts.

Respect for property rights — covers lawful and accountable treat-
ment of physical property, intellectual property and other physi-
cal as well as assets, copyrights, patents, geographical indicator
rights, funds, moral rights and other rights.

6. Consumer Issues - covers all issues of company’s behaviour towards
its customers and consumers with regard to provide proper product or
service

6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

6.7.

Fair marketing, factual and unbiased information and fair contrac-
tual practices - ensure to provide correct and understandable in-
formation about product or service to customers.

Protection of consumers’ health and safety - to assure a prod-
uct/service safety anticipate potential risk and avoid any possible
danger.

Sustainable consumption - offer consumers environmentally and
socially beneficial products/services, empower customers to be-
have sustainable or designing products in a sustainable way that
belongs among activities supporting sustainable consumption.

Consumer service, support, and complaint and dispute resolution
- consist of mechanisms which an organization uses to address
the needs of consumers after buying products or services.

Consumer data protection and privacy - main task is to limit the
types of gathered information and establish ways in which such
information can be obtained, used and secured.

Access to essential services - state ensure basic human needs,
however, sometimes is not able to ensure essential utility services
such as gas, water, electricity, drainage, waste, sewage and com-
munication; organization should therefore endeavour to supply
those services.

Education and awareness - initiatives that enable consumers to be
well informed, conscious of their rights and to be provide
knowledge for responsible purchasing and consuming.

7. Community Involvement and Development - represents relationship
between organization and community and impact of the first men-
tioned on community involvement and development.
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7.1.

7.2.

7.3.

7.4.

7.5.

7.6.

7.7.

Active community involvement - proactive approach towards ac-
tors of community, includes preventing and solving problems, fos-
tering partnerships with local organizations and stakeholders.

Education and culture - promote and support education at all lev-
els hence contribute to social cohesion and development.

Employment creation and skills development - activities that
make a contribution to reduce poverty level and promote social
and economic development.

Technology development and access - ensure that authorized
members have a safe access to modern technology with consider-
ation of contribution to low-cost, innovative technologies and con-
sider engaging in partnerships.

Wealth and income creation - depend on a fair distribution of the
benefits of economic activity. Among organization’s tasks belong
giving preference to local suppliers of products and services, con-
sidering presence in partnerships, initiatives and other help to
community.

Health - actions and expectations that seek to eliminate negative
health impacts and increase awareness about health threats and
major diseases.

Social investment - investing resources and initiatives to improve
all aspects of community life (includes philanthropy). (I0S, 2015)
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Holistic approach

6.8%
Community
involvement
and development

P
Human rights

6.2* Organizational

& 7

consumer  ORGANIZATION  tabour
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governance

Fair 6.5
operating The environment
practices

Interdependence

Fig. 7 Core subjects of Social Responsibility

Source: International Organization of Standardization, 2015

3.5.1.1 ISO 26 000 and Small and medium-sized enterprises
(SMEs)

According to International Organization of Standardization (2010) SMEs
can integrate principles of social responsibility thorough undertaking quite
simple and cost-efficient manner. Therefore, the implementation does not
need to by too complex or expensive. SMEs also, compared to larger organ-
izations, possess an advantage of flexibility. Their relatively small size ena-
bles them to react in a faster, more innovative way and in fact provide good
opportunities for socially responsible behaviour. Another aspect of flexibil-
ity can be seen in terms of organizational management. Thanks to the close
proximity to local people have activities of SMEs undoubtedly higher influ-
ence on the local communities.

Important part of social responsibility is an integrated approach to-
wards managing the organization’s activities and their impact. When mon-
itoring their impact, each organization should bear in mind the size of an
organization. While for smaller companies might be execution of a remedy
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possible immediately, the larger ones would have to fight harder negative
consequences of their decisions. ISO 26000 can serve as a good manage-
ment tool for SMEs in a field of social responsibility.

However, some researches showed that this does not necessarily have
to be true. For instance, the research of Perera (2008), disputes the usage
of ISO 26000, saying that 89 percent of the respondents see ISO 26000 too
complex as a tool for management in smaller organizations. Too broad-
spectrum and non-concreteness of specification leads to need of repackag-
ing if it aspires to be used for SMEs worldwide. The researches furthermore
stresses the role of flat management in smaller organization. SMEs do not
need too formal approach towards CSR. Another way, rather than documen-
tation and deep reporting, they emphasize interpersonal relationships.
Moreover, there is no need for mapping and reporting the CSR performance,
it is more about an intuition, seizing an opportunity and owners” opinion.
The ISO 26000 as a guidance for social responsibility has the potential to
serve as a comprehensive guide for SMEs, however, export-oriented com-
panies or companies aware of a need for protecting environment will find
it more useful than their counterparts. And they will need to adjust the guid-
ance in order to serve to their business purposes.
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4 Results

4.1 Automotive industry in EU

According to European Commission (2016) the automotive industry falls
under classification NACE 29:

C29 - Manufacture of motor vehicles, trailers and semi-trailers
e (29.1 - Manufacture of motor vehicles
o (€29.1.0 - Manufacture of motor vehicles

e (29.2 - Manufacture of bodies (coachwork) for motor vehicles; manu-
facture of trailers and semi-trailers

o (€29.2.0 - Manufacture of bodies (coachwork) for motor vehi-
cles; manufacture of trailers and semi-trailers

e (29.3 - Manufacture of parts and accessories for motor vehicles

o (€29.3.1 - Manufacture of electrical and electronic equipment
for motor vehicles

o (€29.3.2 - Manufacture of other parts and accessories for mo-
tor vehicles

The automotive industry is one of the most crucial sectors for Europe’s
prosperity. More than 12,1 million people employed within automotive In-
dustry stand for 5,6 % of total employment in EU. It accounted for remark-
able 4 % of GDP of EU in 2014. Automotive industry has therefore im-
portant influence as a multiplication also on other industrial sectors. (ACEA,
2015)

The automobile production can be divided into four segments. Passen-
gers car represent the majority and the largest part of automotive industry.
Second part of the production is dedicated to commercial vehicles. Those
can be split into three categories based on a weight. Light commercial vehi-
cles are described by a weight up to 3,5 t, while medium commercial vehi-
cles fall into a range from 3,5 t to 15 t and heavy commercial vehicles are
over 15 t.
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Tab. 5 EU motor vehicle production by type

. Share on EU motor vehicle
Type of motor vehicle .
production
Passenger cars 87 %
Light commercial vehicles 10 %
Medium commercial vehicles 1%
Heavy commercial vehicles 2%

Source: ACEA, 2016

Automotive industry worldwide was affected by a financial crisis, which led
to extensive decrease in production and sales. EU was not an exception. The
crisis which started in 2008 was caused by global economic downturn and
lasted for more than 2 years. The decline of 7,8 % in 2008 in EU was fol-
lowed by even larger decline of 12,2 % in 2009. However, major economic
improvement enabled automotive industry to grow in next 5 following
years (2010-2014) by 2,32 % in average. In 2014 EU belonged, with more
than 17,1 million produced motor vehicles, which states for approximately
23 % of global production, among the world's biggest motor vehicles man-
ufacturers. Moreover, in terms of passenger cars there was a significant
growth of 6,2% in 2015. This result confirmed the EU’s position as world’s
second largest passenger cars producer right after China (both approx. 25
% of global production).

In a reaction to falling sales in EU’s automotive industry from 2008 to
2012, EU decided to set intelligent, balanced and targeted actions, without
harming the competition, in order to bring back the automotive industry to
the path of growth. This led to adoption of a project CARS 2020 in 2012. By
this European Commission is aiming for reinforcement of the industry’s
competitiveness and to tackle climate, environmental, and societal chal-
lenges. The project stands on four main areas: financing innovations, im-
proving market conditions, responding to change and facilitating internali-
sation. (European Commission, 2014)
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Fig. 8 Development of passenger car production in EU (in million units)
Source: ACEA, 2015 (based on statistics of IHS)

In Western Europe the main production countries recorded modest growth
in 2015, the UK (+2.8 %), Germany (+1.8 %) and France (+2.1 %). Spain
(+16.5 %) and Italy (+53.7 %) posted far more than double-digit percentage
gains, thanks to strong domestic demand during the year 2015. The in-
crease in production of passenger cars of Central European countries, Czech
Republic (9,8 %), Slovakia (5,4 %) Hungary (18,7 %) and Poland (17,3 %)
countries in 2015 was also significant. (ACEA, 2016)

Considering the new passenger car registration, which represents base
for statistics of sales, in 2014 EU registered 14,4 million out of 89,3 million
of new cars, which accounted for 16 % of global motor registration/sales.
Latest statistics from 2015 about passenger car registration say that EU
market recorded a year-on-year growth 9,3 %. All main European markets
grew for more than 5 %, highest change was noticed in Spain (+20,9 %) and
Italy (+15,8 %).
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2015 2014 % change 15/14
Germany 3,206,042 3,036,773 +5.6
United Kingdom 2,633,503 2,476,435 +6.3
France 1,917,226 1,795,885 +6.8
Italy 1,574,872 1,360,578 +15.8
Spain 1,034,232 855,308 +20.9

13,713,526 12,551,204

Fig.9 New passenger car registration in EU
Source: ACEA, 2016

4.2 Automotive industry in Czech Republic

Czech classification of economic activities follows the same structure as Eu-
ropean Commission and characterizes group NACE 29 as: “Manufacturing
of all motor vehicles (except motorcycles), trailers and semitrailers. This NACE
division includes the manufacture of motor vehicles for the transport of per-
sons or goods. It also includes the manufacture of various parts, accessories
and trailers.” (CZ Nace, 2016)

Automotive industry plays a crucial role for the Czech Republic. This
role is even strengthened year by year. According to Automobile Industry
Association (AIA, 2015) was the year 2015 in Czech Republic a break-
through in terms of total sales. The total sales increased by 14,7 % in com-
parison to the year 2014 and reached more than 991 billion of Czech
Crowns. Moreover, more than 5 million cars totally were registered in 2015
which states for another new record. In total share of Czech industrial pro-
duction, the automotive industry stands for nearly one quarter; 24,7 %. On
the GDP is participating by 7,4 % of total. The aggregate number of 1
328 788 totally produced cars (1 305 330 motor vehicles and 23 458 trail-
ers) in 2015 stands for the highest amount in history of Czech Republic and
Czechoslovakia and holds 16t position in the world. Without any doubts
automotive industry represents one of the most important industries in
Czech Republic.


http://www.nace.cz/nace/29-vyroba-motorovych-vozidel-krome-motocyklu-privesu-navesu/
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Fig. 10 Production of motor vehicles in Czech Republic (1985-2015)
Source: AIA, 2015

In terms of car production and vehicles per capita the Czech Republic has
maintained its exclusive position among world automotive leaders with
yearly production of 107.5 vehicles per 1,000 inhabitants in 2014 and with
118 cars per 1000 inhabitants in 2015 is the second highest in Europe (after
Slovakia). In a volume of car production, The Czech Republic belongs to top
15 largest passenger car producers in the whole world. (Czech Invest, 2015)
According to AIA and employment statistics of their members, Czech auto-
motive industry in total employs more than 155,000 people when this num-
ber arose for 4,2 % from the year 2014 to 2015 and nowadays represent
more than 3 % of total employment in Czech Republic. Automotive industry
also accounts for more than 23% of both Czech manufacturing output and
Czech exports. Furthermore, the salary is on a constant rise. Compared to
pre-crisis years 2006-2007, the average monthly wage by half from 22 591
CZK in 2006 to 33 274 CZK in 2015, and yearly changed for + 3,6 %. This
was enabled thanks to increased productivity of labour which subsequently
led to constant growth in wages. In 2015 was the average monthly wage in
Czech Republic 25 903 CZK, compared to 33 274 CZK in automotive indus-
try, which creates difference of 28,5 % and makes this sector very attractive
for employees. (AIA, 2016)
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Tab. 6 Czech Automotive industry statistics for 2014

Production: 991 bn. CZK Export: 845 bn. CZK
Production growth: 14,7 % Production growth: 15,2 %
Share on Czech Share on GDP in

Share on total Czech

industry production: Czech Rep. (est.): 7,4 ] 0
24,7 % % export: 23,4 %
Average wage: 31 515 CZK Total employment:
Growth: 2,7 % 155 550 employees

Source: AIA, 2015

Czech automotive industry registers three passenger car manufacturers:

e Skoda Auto - the largest Czech car producer Skoda Auto is based in
Mlada Boleslav and Kvasiny. In total company has 13 factories in 6
countries in Europe and Asia. Skoda exports to more than 100 coun-
tries and in Czech Republic possess more than half of the market share.
Company has a long history, strong position and high influence to all
stakeholders involved in Czech automotive industry.

e Hyundai - company based in NoSovice, started its production in 2008
and produced more than 300 000 passenger cars in 2015. Part of its
production goes to sister’s company Kia Motors in Slovakia.

e Toyota Peugeot Citroén Automobile (TPCA) - automotive group fo-
cused on production of small city cars with low emissions. Factory in
Kolin is able to produce more than 300 000 passenger cars in a year.
Tight connection to Czech suppliers is visible in more than 80 % of ma-
terial deliveries, while 99 % of final production is dedicated to export
to Germany, Italy, France, UK or Netherlands.

Beside the production of passenger cars, there are 4 enterprises manufac-
turing in Czech Republic with focus on busses and commercial vehicles:

e SOR Libchavy - leading Czech bus and coach producer, manufacturing
over 550 vehicles annually. Its export accounts for 50 % of total pro-
duction.

e Tatra - TATRA TRUCKS a:s. is one of the oldest vehicle manufacturers
all around the world. It has a long tradition and has always been situ-
ated in Czech town called Kopfivnice.

e [veco Bus - largest factory of the Iveco Group, the second largest bus
manufacturer in Europe. The company focuses mainly on production
of intercity buses.
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e Skoda Electric - leading global manufacturer of electric drive units and
traction motors for trams, trolley-buses, locomotives, underground
trains, etc. with long tradition commenced at the beginning of 20th cen-
tury. (Czech Invest, 2015)

4.2.1 Stakeholders in Czech automotive industry

e Employees - skilful employees are for the automotive industry very
important and hardly replaceable. Statistic is a clear-telling indicator,
3 % of total employment and 155 500 in total in Czech Republic. Need
for engineers, technicians, people with managerial skills, administra-
tive employees and especially skilled blue-collar workers is so essen-
tial, so the average monthly wage raised up to 33 274 CZK in 2015 and
together with yearly increase by + 3,6 % make the automotive sector
as one of the most developed and growing industry. Requirements of
employees are supported by Czech-Moravian Confederation of Trade
Unions. (AIA, 2016) (CMKOS, 2016)

e Suppliers of automotive parts - firms delivering crucial components
for manufacturing of car products. This area includes enterprises with
various focus from paintings production through parts for seating, en-
gines, chemical substances etc. Majority of suppliers are business ori-
ented. The supply chain often starts with components from specialized
SMEs and ends with large car, bus and trailer manufacturers or more
precisely final customers (individuals or firms).

e Customers - customer as the last part of supply chain determines
trends in automotive industry. 5 110 452 million of registered cars in
Czech Republic means that nearly every second Czech inhabitant falls
on one car. This makes Czech car market very significant and customer
very powerful.

e Passenger cars and commercial vehicles manufacturers - 3 car manu-
facturers (described in previous chapter) share the whole production
of Czech passenger cars market. The highest market share 56,8 % of
total production belongs to Skoda Auto a.s., Hyundai Motor Manufac-
turing Czech s.r.o. is second with 26,4 % of total production and TPCA
(Toyota Peugeot Citroén Automobile) third with 16,9 % of total pro-
duction. Related to bus production, there are 4 bus manufacturers
based on Czech market: SOR Libchavy, Tatra - TATRA TRUCKS a.s.
Iveco Bus and Skoda Electric (description provided in previous chap-
ter).

e Owners and shareholders - represent a group, or organization that
owns one or more shares in an enterprise. Many enterprises involved
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in automotive industry fall under foreign holdings. Related to the three
above mention passenger cars manufacturers, each belongs under
power of different international shareholder. Skoda Auto is under sole
shareholder German owned Volkswagen Finance Luxembourgh S.A,
Hyundai is under Korean holding Hyundai Motors and Toyota Peugeot
Citroén Automobile under Japanese Toyota. (AIA, 2016)

e Automotive Associations

o Automotive Industry Association (AIA) - Most important as-
sociation of Czech automotive industry is Automotive Indus-
try Association (AIA or Auto SAP), which comprises of 13 car
manufacturers, 103 suppliers and 32 purpose-built organiza-
tions possessing about 85 % of sales in the sector. The aim of
AIA is to promote the interests of its members, speak with
one voice to the government and keep statistics about the in-
dustry updated. (AIA, 2016)

o European Automobile Manufacture Association (ACAE) oper-
ates on European level and represents interest of 15 Europe-
based cars, van, truck and bus makers and has established re-
lations with 29 national automobile manufacturers' associa-
tions in Europe. Its purpose is to maintain a dialogue in terms
of international issues with automobile associations around
the world. (ACEA, 2016)

o International Automotive Task Force (IATF) - consists of
members from the ranks of carmakers and industrial unions.
This group of automotive manufacturers and their respective
trade associations was formed to provide improved quality
products to automotive customers worldwide. It strives for
developing policies for members and creating consensus in
international quality standard system for automotive indus-
try ISO/TS 16949. (IATF, 2016)

e Government - as for any other business, government has a power to
directly influence automotive industry through setting rules and im-
plementing regulations. For Czech government the automotive indus-
try represents crucial sector in terms of economic power when pro-
vides vast working opportunities, significantly contributes to tax sys-
tem, supports export and foreign direct investments (FDI) or indirectly
supports other industries.

e Non-governmental organizations Community groups - those stake-
holders can be oriented on principles of management such as Czech As-
sociation of Interim Management, or technical aspect, especially major


http://www.acea.be/about-acea/who-we-are
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technical universities cooperating with associations involved in auto-
motive industry or directly with product manufacturers. Among other
non-governmental associations belong Associations focused generally
on CSR such as Association of social responsibility or Business Leader
Forum. Community groups are usually locally based.

e Media - media has its indisputable influence. Beside the largest Czech
newspapers publishers (Mafra or Ringier Axel Springer) and TV media
(public and private televisions) there are specialized media like In-
focube, publishes magazine Automotive industry focused on news
from automotive area.

4.2.2 CSR in Automotive industry

Referred to standards of management and quality of manufacturing pro-
cesses belongs the automotive industry to the most developed industries.
The need for quality controlling, compared to some other industries, is set
on a very high level. What is more, the automotive industry is the absolute
leader in quality management and implementation of modern management
methods.

Requirements for assurance of quality were one of the most influenc-
ing factors for developing system standards and development of the whole
automotive industry. In the early 60s, each country introduced its standards
for quality management in the automotive industry (such as TQS, VDA, etc.).
Further development regarding the harmonization was influenced by com-
pleting the requirements of ISO 9001 formed by international working
group for the automotive sector International Automotive Task Force
(IATF).In 2009 was then established a technical specification ISO/TS 16949
designed for automotive industry derived from ISO 9001. (IATF, 2016)

The certification of ISO 16949 ISO/TS is specifically determined for all
suppliers of automobile industry and can be applied throughout the whole
supply chain. A key requirement of ISO / TS 16949:2009 is to fulfil all par-
ticular-customer requirements, set up by the automotive manufacturer in
addition to the quality management system of their suppliers. The certifica-
tion is valid for three years.

Most recently the automotive industry standards went through many
important changes. Among the most significant regulatory issues belong en-
vironmental and safety standards, both based on the standards created by
EU. In the case of environmental standards (according to EU regulation no.
333/2014), the newly manufactured passenger vehicles in 2015 should not
emit more than 130 grams of COz per kilometre. In 2021, the new passenger
cars would not be able emit more than 95 g CO2 per km. Concerned safety
standards, EU established requirements for mandatory safety equipment,
airbags, ABS and ESP - electronic stability control system e-call. From April
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1, 2018 all new passenger cars will require to have this systems, which in
fact will need large investments. (Ceska sporitelna, 2015)

European Commission (2016) also created new regulations from in-
centive of Volkswagen revelations of emission, which happened in 2015. Le-
gal framework is anchored in Directive 2007/46/EC on the common legal
framework for the type approval of cars, vans trucks, buses and coaches, as
well as specific legislation such as Regulation 715/2007/EC on emissions
limits. The regulation has three aims:

e To reinforce the independence and quality of testing that allows a car
to be placed on the market

e To introduce an effective market surveillance system to control the
conformity of cars already in circulation

¢ To reinforce the type approval system with more European oversight
(EC, 2016)

According to ACEA (2015) automotive industry in EU embodies the
major innovator and investor in Research and Development of all economic
sectors, when investing into automobile and parts sector annually around
€41.5 billion Euros. The tax contribution of motor vehicles accounts for
€396 billion in tax contribution in the EU15, which is truly significant so as
EU trade balance with a €95.1 billion surplus.

TNS Sofres (2015) elaborated for Organization of Motor Vehicle Man-
ufacturers (OICA) a study of automotive image?, which measured the state
of the industry’s reputation on an international scale. In terms of social re-
sponsibility, the main drivers of good reputation were:

Innovative (80 % of positive answers)
Future oriented (79 %)

Products adapted to consumers” needs (78 %)

The industry can be trusted in a long term (73 %)

Reducing CO2 emissions (70%)

Statistics of environmental impact of automotive industry in EU shows sig-
nificant decreases in related issues. Statistics of volatile organic compounds
(organic solvents mainly emitted from paint shops), showed decline by 38,7
% per Kg/car from 2005 to 2014. In the same period of time dropped also
energy consumption per unit produced by 12,4 %, water per unit produced
39,2 % CO2 emissions per unit produced for 25,4 % and waste during the
production process by 2,7 %. All of those decreases in consumption sign

2 The study was conducted in 2014 in 18 countries worldwide and comprised of more than
14 000 interviews.
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successful efforts of enterprises towards sustainability. European manufac-
tures have therefore significantly reduced the environmental impact of ve-
hicle production over the last decade. (ACEA, 2015)

4.3 Results of quantitative research

4.3.1 Structure of quantitative research

Research was conducted during the first half of April in 2016 in a form of
online questionnaire using Google document form. The questionnaire was
translated into Czech language and delivered to 341 Czech SMEs operating
in production sphere of automotive industry via e-mail. Contact addresses
were obtained through Amadeus Database of enterprises at the university.
In total 37 responses were collected, which makes response rate of 10,9 %.

4.3.2 Awareness of CSR

The level of awareness of CSR was one of the main examining parts of the
thesis and showed that nearly two thirds of SME respondents have come
into contact with CSR, more precisely 62,2 % are familiar with this term.
This number indicates quite high awareness of CSR among Czech small and
medium-sized enterprises in automotive industry. Detailed analysis of CSR
awareness and its dependency on a size of an enterprise and geographical
scope are described below as a part of hypothesis HO.

Have you ever get in touch with a term Corporate
Social Responsibility (CSR)?

mYes m No

Fig. 11 Awareness of CSR
Source: Author’s research, n=37
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e HO: Awareness of CSR among selected enterprises does not dependent
on the area of operating.

e HOa: Awareness of CSR among selected enterprises is dependent on the
area of operating.

The part of research analysing the awareness showed slightly higher aware-
ness of CSR for enterprises operating internationally compared to locally
(nationally and regionally) operating companies. The first mentioned
claimed their awareness in 12 out of 16 cases, while the latter mentioned in
11 out of 21 cases. These results were statistically verified.

By using contingency table and Fisher’s exact test of independence calcula-
tion it resulted in following table:

Tab. 7 Awareness about the term Corporate Social Responsibility (CSR)
] Companies Absolute
Frequency Companies operating frequency -
operating locally . . .

internationally columns in total
Awareness 11 12 23
Non-awareness 10 4 14
Absolute
frequency - rows
in total 21 16 37

Source: Author’s research, n=37

a=0,05

0= 23114121116!
111121101 41 37!

After applying Fisher’s test in MS Excel, the received value on the signifi-
cance level of 95 % is:

P-value (two-tailed): 0.1908
P- value > 0,05 — statistical insignificance

The hypothesis HO is verified, there is independence between enter-
prise’s area of operation and awareness of CSR. According to test statis-
tics, it cannot be said that internationally operating enterprises have higher
awareness than enterprises operating on local market or visa-versa.
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Quite similar results can be seen in relationship between awareness
and size of a company. 77,8 % of medium-sized enterprises (51-250 em-
ployees) claimed that they have met the term CSR, whilst small and micro
enterprises (1-51 employees) scored just 57,1 %. The research thus shows
a difference in perception of CSR based on the size of a company. In other
words, the larger organizations showed better awareness than the smaller
enterprises.

Due to a fact that most of the examined (more than 81 % of respond-
ents) claimed existence of respective enterprise to be longer than 16 years,
the connection between size of an enterprise and awareness cannot be sta-
tistically verified.

The most common channels were “media” (14 out of 37 responses)
followed by “customers” (10 out of 37 responses). Other options: “trade
fairs” “as a part of inter-company education”, “from suppliers”, “non-profit
organizations” and “reference literature” were quite insignificant. It incites
that channels through which the CSR awareness can be obtained are at the
first place media, followed by information from customers. National and
EU organizations promoting principles of CSR, seem to be efficient in their
activities.

Where have you met the term Corporate Social
Responsibility (CSR)?

During studies = 2
Literature I 5
Non-profit organizations IS 3
Customers I 10
Suppliers I 2
Internal education GGG 5
Fairs and exhibitions I 3
Media (internet, TV atd.) I | 4

0 2 4 6 8 10 12 14 16

Absolute frequency

Fig. 12 Channels of CSR awareness
Source: Author’s research, n=37
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4.3.3 Knowledge of CSR

Second crucial part of the research is dedicated to the knowledge of CSR
principles. It examines whether the analysed companies are not just aware
of existence of CSR, but if they are able to understand those principles and
know a nature of CSR.

The survey asked, what respondents perceive as the biggest benefits of CSR,
and should reveal a motivation which they see behind decisions to commit
resources to CSR.

The highest evaluated benefit was clearly “improved reputation”
with 30 positive answers and 81,1 %. Far behind were “better and more
qualified workers” with 13 votes (35,1 %). 10 respondents (27 %) also be-
lieve that it brings “competitive advantage”.

Only 3 positive responses got “higher profits”. Taking into account the
fact that according to survey 83,7 % conveyed positive answer (45,9 % said
“yes”, 37,8 % said “rather yes”) on a question: “Does your company behave
socially responsible?”; it shows that companies make an effort in CSR,
however, they do not often connect their effort with profit directly. They
rather see an advantage of CSR in gaining a positive image, which can sub-
sequently bring economic results.

What kind of benefits can CSR behaviour bring?

35
30

30
25
20
15 13
10
7 8 7
5

o | (|

Improved  Higher profit More Innovation Cost savings Customers” Competitive Atractiveness  Nothing

reputation qualified engagement advantage forinvestors
employees

Fig. 13 Perceived benefits of CSR
Source: Author’s research, n=37

Very positive answers brought the question about responsible behaviour.
In 45,9 % respondents highlighted the “yes” answer and 37,8 % then de-
cided for “rather yes” makes 83,7 % of positive responses. Only 2 (5,4 %)
respondents determined their behaviour as a non-responsible. It implies
that even if more than one third of respondents have never got into contact



Results 50

with term “Corporate Socially Responsibility”, most of those are yet ap-
plying principles of responsible behaviour. However, there is quite often
a missing strategy in terms of CSR. This was a part of a next question related
to the hypothesis H1.

e H1: More than 50 % of selected SMEs in automotive industry claim
some kind of CSR strategy.

e Hla: Not more than 50 % of selected SMEs in automotive industry
claim some kind of CSR strategy.

While the strong majority of respondents is persuaded of acting in respon-
sible way, the establishment of such sustainable strategy is not by a long
sight incorporated in many of examined enterprises. Solely planned CSR
strategy have only 2 enterprises, whilst 18 claimed the CSR strategy is part
of their general strategy, compared to 16, who stated that they do not have
any CSR strategy at all. The questions revealed very slight difference be-
tween companies which have a strategy and those which do not have.
Nevertheless, since some kind of CSR strategy appeared in 54 % of cases,
the hypothesis H1 is verified.

Does your enterprise have a CSR strategy in
your business strategy?

= Yes, we have solely planned CSR strategy
m Yes, our CSR is part of our business strategy

m No, we do not have any CSR strategy

Fig. 14 CSR strategy as a part of enterprise’s strategy
Source: Author’s research, n=37
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Furthermore, similarly to the first question which deals with awareness,
also here, the answers showed a slight trend that the size of an enterprises
matters. Two thirds of medium-sized enterprises (51-250 employees) have
some kind of CSR strategy, compared to 52,4 % of small-sized and 42,9 %
of micro-enterprises. Declining trend depending on the size of the enter-
prise is visible. The amount of respondents is not sufficient for statistical
verification a higher absolute frequency of answers would be needed.

Tab. 8 CSR strategy with respect to a size of enterprise
Relative fi
. Absolute Absolute Absolute elative req.u ency
Size ofan frequency frequency of | frequency of of enterprises
t i having CSR strat
enterprise Total Yes No aving strategy
(%)
Medium 9 6 3 66,7
Small 21 11 10 52,4
Micro 7 3 4 42,9

Source: Author’s research

e H2: At least two thirds of the respondents share an opinion, that the
concept of CSR should be a part of a strategy of all enterprises.

e HZ2a: Less than two thirds of the respondents share an opinion, that the
concept of CSR should be a part of a strategy of all enterprises.

Important fact about the perception of CSR among the SMEs in Czech auto-
motive industry was detected in the following: “Should be the concept of
CSR part of activities of every enterprise? It turned out that the issue of CSR
has high importance among respondents. Only 1 single case claimed
“no”, in 5 case was marked out answer “I do not know”, but the majority
answered positively. In 19 cases (51,4 %) was the answer “rather yes”, the
strong confidence in the incorporating of CSR activities have 12 respond-
ents (32,4 %). This question verified the hypothesis H2.

In total 83,8 % is convinced that the concept of CSR should have its
place in activities of every single enterprise. SME in Czech automotive
industry therefore do not condemn the concept but consider it as a signifi-
cant part of their business activities.



Results 52

Should be the concept of CSR part of activities of
every enterprise?

m Yes ®m Ratheryes m|donotknow mNo

Fig. 15 CSR concept as a part of strategy
Source: Author’s research

Figure number 16 describes the reasons which discourage enterprises to
behave in more responsible way. “Lack of time” spotted on the first place
as it was mentioned in 13 responses. Second spot is reserved for “lack of
financial resources” with 10, followed by “lack of knowledge” and “inde-
monstrable results” both scored 9. The results showed interesting thing
in relationship between the obstacles for applying CSR and enterprises
without any specified strategy of CSR. In the answers of enterprises, which
do not have any strategy of CSR (16 in total), appeared one significant issue.
The enterprises, without CSR strategy, do not consider as a large obstacle
“financial resources” (3), “employee interest” (2) or “indemonstrable re-
sults” (2) but as the biggest obstacle was considered “lack of knowledge”
(8), as the second one then “lack of time” (6).
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What are the reasons which discourage your enterprise to behave more
responsibly?

13
10
9 9
8 7
6 6
6
4
4
2

: l
0

Distrust of Lack of Lack of financial ~ Lack of time  Indemonstrable Lack of Low tax benefits None, we are Other

management employee resources results knowledge succesfully
interest involved

Fig. 16 Reasons that discourage enterprises to behave more responsibly
Source: Author’s research

Question concerned the ISO 26 000 did not bring surprisingly high aware-
ness. More than three quarters (75,7 %) do not know this guideline. How-
ever, 24,3 % signs certain awareness about mentioned standard. Organiza-
tions claiming their responsible behaviour (83,7 %) in CSR then either use
different guidelines, ISO standards or do not proceed their CSR activities ac-
cording to any norms.

Importance of each section of triple-bottom-line was examined within
question number 9, stating: “At which part of CSR should be enterprises of
automotive industry focused at most?” giving three possible outcomes. The
results appeared to be very tight, when the first place gained environmental
issues with 40,5 % just ahead are economic issues with 37,8 % and social
issues with 21,6 % in their tail. Despite the fact that environmental area is
considered as the most important in the field of car manufacturing, this
question shows that generally there is no such a sole area that should be
automotive enterprises focused on. Instead, enterprises are not united in
their opinions in terms of most important area.
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At which part of CSR should be enterprises of
automotive industry focused at most?

m Economic m® Social = Environmental

Fig. 17 Prefered area in CSR
Source: Author’s research

This proclamation is strengthened by results of next question which com-
prised main sections of ISO 26 000 in general. When the respondents had a
chance to choose specifically areas they would like to focus on, their deci-
sion was related to all three dimensions of triple-bottom line. As a repre-
sentative of economic area was voted improvement of management system.
Together with protection of environment both received 17 votes. Right af-
ter, 16 votes, was improvement of working conditions which is a part of so-
cial area. 14 votes received applying of ethical principles, 12 received im-
provement of relationship with customers and only 7 scored support of lo-
cal community. Surprisingly, not a single vote was given to compliance with
human principles. As was seen detailed in further questions, analysed en-
terprises take this issue as a commonplace and do not give it much atten-
tion.
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Which of these activities would your enterprise like to focus at?

18

17 17
16
16
14
14
12
12
10
8 7
6
4 3
2
0
0

Improvement of Human rights Improvement of Protection of Improvement of Applying of Support of local None
management abiding working environment  relationships ethical community
system conditions with customers  princdiples

Fig. 18 Focus of CSR activities

Source: Author’s research

4.3.4 Usage of CSR

This section completes first two parts of questionnaire; awareness and
knowledge. The usage of CSR was analysed through seven core subjects,
which in total represent ISO 26 000 guideline. Each particular subject con-
sist then from several different sub-questions, which create detailed picture
about applying responsible principles.

Organizational Governance

Organizational Governance is a central core of ISO 26 000 and is directly
related to all other parts of this standard. The initial question about a “gen-
eral opinion to social responsibility” confirmed findings from the question
number three, as nearly half of respondents (48,6 %) on the scale from 0 to
5 (when 0 means “not at all” and 5 means “completely”) declared rating 4.
Other six respondents even gave value 5, so they are convinced that their
company strives for maximal support of responsible activities.

Other findings related to organizational governance revealed that enter-
prises consider themselves to be transparent in their behaviour; 15 an-
swers with maximum value, accompanied by 12 answers for second highest
option. The question whether enterprises “act ethically” brought almost
identical result, so firms tend to behave ethically. Regarding to “abiding the
law” issue the positive response was even higher with 23 answers with
maximum amount of points, especially medium-sized enterprises showed
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77,8 % of completely positive answers. However, the same did not happen,
in the “promoting social responsibility among stakeholders”. Here was the
result rather negative, when 22 answers (59,5 %) scored for a value 2 or
less on the scale, which makes an arithmetic average at value 2,2. Moreover,
the minimum value “0” checked the most of the respondents - 9 answers.

Tab.9 What kind of values does your enterprise apply in management processes?
Rating (0= Promote
not at all; responsibility
5= totally) Behave Be Behave among Law
responsibly | transparent | ethically | stakeholders | abiding
0 1 1 1 9 0
1 1 1 2 4 2
2 3 2 1 9 4
3 8 6 5 4 2
4 18 12 12 8 6
5 6 15 16 3 23
Arithmetic 3.6 3,9 40 2.2 42
Average

Source: Author’s research, n=37

Human Rights

The part concerning human rights showed the fact that firms do not see dif-
ficulties in compliance. It also confirmed the results of question number 10,
in which none of respondents checked a field that a firm would like to focus
at this issue. One of the reasons for this is that in most cases they do not
“meet abuse of human rights”, in total 86,5 % scored 2 or less. Similar re-
sults exist for question whether enterprises “do have established standards
which would fight human rights abuse”, when more than half (51,1 %) gave
the minimal value 0. However, nearly one third (32,4 %) claimed having
certain methods against human rights abuse (recorder rating 3 or more).
Responses to “initiative in acting against human rights abuse” were very
disunited, both extremes scored at most (0 received 12 votes; 5 received 8
votes). Rather negative results appeared in a question: “Do you show your
interest in activities of your business partners related to human rights?”.
When 73 % do not show interest (value 2 and under) and 37,8 % is not in-
terested at all (value 0). It is worth to mention that it does not mean that
enterprises would not be interested, they just do not actively search for in-
formation or do not analyse thoroughly their business partners.
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Tab. 10

What is your enterprise’s attitude in terms of human rights? (first part)

Interest in

Meeting partners’ )
. . . Active
Rating (0= not with business Standards to . .
L. . involvement in
at all; human activities fight human .
. ) abiding human
5= totally) rights related to rights abuse ]
rights
abuse human
rights
0 22 14 19 12
1 5 5 4 6
2 5 8 2 3
3 2 5 3 3
4 1 1 5 5
5 2 4 4 8
Arithmetic
Average 0,9 1,6 1,5 2,2

Source: Author’s research, n=37

“Active solving of complaints and efforts to prevent discrimination” had
positive results with 22 answers for the first two highest options. Last three
sub-questions explain respondents” opinion in “respecting economic, social
and culture rights” so as “respect to civil and political rights” and “respect
to basic working rules”. All of those showed to be fulfilled with very positive
results. They scored 3 or more in 81,1%; 83,8 % and 86,5 % of cases. Enter-
prises do not regard any troubles in terms of respecting human rights.
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Tab.11  Whatis your enterprise’s attitude in terms of human rights? (second part)

Active involvement
] ] ) Respect Respect Respect
Rating (0= not in solving . . . .
i civil and economic, basic
at all; complaints and . .
. political cultural and working
5= totally) fighting . L. .
e e e . rights social rights rights
discrimination
0 5 1 2 1
1 2 3 3 1
2 4 2 2 3
3 4 3 2 4
4 7 4 7 7
5 15 24 21 21
Arithmetic
Average 3,4 4,1 3,9 4,1

Source: Author’s research, n=37

Labour Practices

Six question summarized enterprises” approach towards labour practices.
“Good relationship between employees and employer” claimed all respond-
ents (only one scored lower than 3) and identically health and work safety.
Regarding to “level of communication at a workplace” and “possibility of
employees to tell their opinion” the results were predominantly positive in
89,2 % in the first one and 94,6 % in the latter one. In terms of “workplace’s
quality” the answers were favourable as well, when two highest options re-
ceived more than three quarters of votes. The only doubtful question of this
section seems to be “employees” training and development”. In spite of the
fact that highest amount of respondents says they make enough effort in
this field; 59,5 % for the best two option, the rest is not so convinced. The
16,2 % scored below-average at values 1 and 2. Generally enterprises con-
firm high standards of labour practises. If there is a gap for improvement, it
is related to training and development.
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Do your employees have good working conditions?
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Fig. 19 Working conditions
Source: Author’s research, n=37

The Environment

“Program against the pollution of environment” conducts majority, how-
ever, 3 enterprises do nothing in this issue. Opinion on “respecting norms
and standards regulating the climate change” show positive signs when
83,8 % are values above average. Slightly worse results brought the ques-
tion whether enterprise “protects and regenerates natural environment”
with 8 rather negative answers. The last question related to “usage of re-
newable resources in long term” showed that 15 respondents recorded
value 2 or lower sharing a negative point of view. The average rating is 2,7;
which in comparison with other indicators signs lower value and the fact
that enterprises in a long term do use renewable resources on average.



Results 60

What kind of activities does your
enterprise do towards protecting
environment?
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Fig. 20 Activities for environment protection
Source: Author’s research, n=37

Fair Operating Practices

Very strong preference and average rating 4,6 with 27 strongly answers of
maximal value, gave respondents in “respecting property rights”. Clearly
positive opinion was described in terms of “combating corruption” (only 3
negative answers) and quite the same is held in “usage of principles of fair
competition”. Enterprises consider themselves to be fair in their business
practices relationship towards competitors. Nevertheless, this section also
revealed their non-engagement in political responsibility. Nine respondents
do have absolutely nothing common with politics and with other 10 below-
average answers, it makes 51,4 % of negative answers and average of 2,2.
Compared to above mentioned statistics, quite negative signs are visible in
terms of “supporting responsibility in partner enterprises”. Here 16 an-
swers were dedicated to lower values and represented 43,2 % of enter-
prises which rather not support their partners to behave in more sustaina-
ble way. It is also worth to mentioned that according to research it does sig-
nificantly matter either a firm operates locally or internationally nor their
size, results are not affected.
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Tab.12  How fair are your management principles in respect to competition?

Rating Combat Responsible | Apply Support Respect

(0=notat | corruption | political principles responsibility | property

all; 5= involvement | of fair in partners’ rights

totally) competition | enterprises
0 1 9 2 2 0
1 1 6 2 7 0
2 1 4 1 7 0
3 4 10 7 4 4
4 12 2 9 7 6
5 18 6 16 10 27

Arithmetic

Average 4,1 2,2 3,8 3,0 4,6

Source: Author’s research, n=37

Consumer Issues

Most of the replies connected to consumer issues - “providing information
to consumers”, “protecting health and safety of consumers”, “efforts for sus-
tainable consumption”, “protecting consumers” data” and “providing ser-
vice and support to resolve complaints” - all were strongly positive with
generally more than 90 % favourable answers. The results of “helping con-
sumers to ensure basic human needs” scored 35,1 % and average rating 3,2
and “provide consumers with education and information” 16,2 % of nega-
tive answers and average rating 3,6; so both had slightly worse results than
previous questions but still positive. In general, according to responses,
SMEs in automotive industry give consumer high importance and treat him
with respect.

n «
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How does your enterprise behave towards consumer?
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Fig. 21 Behaviour towards consumers

Source: Author’s research, n=37

Community Involvement and Development

The last section discovering the usage of CSR was Community Involvement
and Development. It turned out to be Achilles heel of responsible behaviour
of the enterprises. “Active involvement in local community programs” is
some form present only in 40,5 % (gave value 3 or more) of selected enter-
prises and basically the same is valid for “educational and cultural activi-
ties” and “development of technologies”, all scored low values of 2,0 and 2,1.
In terms of “creating new job opportunities” and “development of skills” is
the opinion rather neutral with average 2,6 and 2,7 and prevails rather
strong preference, in both cases rating 3 or more gave 32,4 % respondents.
The “health support” and “support of property and income growth” showed
that firms have very disjoint opinions, nevertheless, they involve them-
selves in those activities slightly above average. The worst results were ob-
tained in investments to social area, where nearly half of the respondents
voted for non or very low involvement.
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Activities your enterprise makes to
support local community?
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Fig. 22 Activities for local community

Source: Author’s Research, n=37

4.4 Results of qualitative research

Respondents of quantitative research were asked to participate in more de-
tailed qualitative research. In case of interest, they provided e-mail address
at the last section of quantitative research. After evaluation of quantitative,
they were contacted for the purpose of gaining additional information val-
uable for the thesis recommendations. At the end, 4 of selected respondents
were contacted. They participated on research through the interview or
scheduled phone calls. The qualitative research was based on the semi-
structured questionnaire and proceeded from the results of previously con-
ducted quantitative research. Two of the selected enterprises belong to the
medium-sized segment (51-250 employees), other two represent the small-
sized segment (11-50 employees), three of them operating internationally,
one regionally. Questions given to respondents wanted to reveal practical
usage of CSR principles in selected enterprises. Moreover, the qualitative
research strived for formulation of economic merit of applied CSR.

Firstly, it is worth to mention that three out of four respondents
showed interest in CSR topic and would be open to deepen their knowledge,
nevertheless the CSR does now belong among their priorities. All contacted
companies also agreed that CSR is an important part of every enterprise and
should be incorporated in business activity.
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However, one of the respondents was a bit sceptical in terms of imple-
mentation, saying that in their case it very depends on decision of their
mother company based in Japan. They do not have freedom of choice and
has to strictly follow commands. The manager of this company also raised
concern in terms of working conditions of their employees, claimed that the
main driver for the foreign owner is profit and unfortunately they do not
care about the social needs of own enterprise. Others agreed that not only
financial part but especially time and effort needed for implementation of
CSR is very important.

One of the main issue solved during interviews was the importance and
influence of stakeholders.

As an absolutely crucial stakeholders were, by all of the selected sup-
pliers of automotive industry highlighted, their customers. They do not
only buy the products from suppliers but also has an impact on the final
design, quality and specifics of a product. When considering highly compet-
itive environment, then customers significantly influence all business activ-
ities of SMEs suppliers in automotive industry.

Other crucial stakeholders are owners. Respondents agreed on a high
influence from owners. Two of the selected companies belong under foreign
owner and there is a need to follow owner’s rules (as mentioned in case
above). Owners have control over the functioning of selected enterprises
and also can significantly influence preference of the area of CSR.

As was agreed by all four respondents, Czech government together
with EU represent powerful institutions. By using regulations and norms
they can affect business of SMEs. Nonetheless, they stated that often is this
effect indirect and comes from the customer, which has to react on these
regulations.

Another stakeholder are automotive associations. But they have
more informational character and seem to be more important for larger or-
ganizations as the respondents proclaimed.

Employees are the most influenced stakeholders with high interest in
enterprise’s activities. Therefore, the effort for CSR activities should be di-
rected to them especially.

Car producers in many cases influence SMEs in automotive industry
indirectly, since they are not the following in the closest partner supply
chain. However, they can also stand in direct line and represent customers.
According to interviews, all participants highlighted high influence of car
producers. One of respondents said that they have very strong position and
negotiating skills. And basically whatever they ask for, their enterprise
needs to react quickly and be always ready for change, otherwise it can lead
to loss of crucial business.
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Suppliers of automotive parts - some of them are also competitors,
offering similar types of products. Two of the respondents mentioned that
their production is specific and their suppliers are specialized in certain
type of products, therefore would not be easy to change supplier. On the
other hand, the other two perceive quite high competition among its sup-
pliers in automotive industry and admit they have more negotiating op-
tions.

Media - do not play significant role for SMEs. None of the respondents
give significant relevance to them, one mentioned that they have more in-
fluence on larger organization.

Non-profit organization - none of the selected respondents give rel-
evance to non-profit or non-governmental organizations. In their opinion
they dispose with low influence.

One section of semi-structured interview was dedicated to activities
which enterprises do. In terms of focus on particular area, the answers are
very individual - two would like to preferably focus on economic area, one
on environmental and on one social area.

In terms of concrete social activities, one respondent mentioned mate-
rial help to local municipal authority providing necessary equipment. Other
respondent talked about contribution to local school and children project.
In two answers appeared sponsoring of sport. Despite the fact that it does
not really have an effect on company activities and it is more volunteering
activity or hobby. Motivation program for employees appeared in two re-
sponses. All respondents claim equal chances for employees and three of
them support education (through soft-skills and language courses).

Related to economic activities all enterprises behave transparently
with fair practices towards consumers. They also operate without debts and
pay their liabilities in time. Only two, however, have code of conduct for em-
ployees.

Responses on environmental activities revealed potential for improve-
ment, when none of the companies has a system for waste minimization, for
traveling cost minimization nor for saving electricity. Two of them recycle,
and make preventive activities against pollution. One recycle in limited ex-
tent (glass, paper) other mentioned ecological waste incineration. One re-
spondent stated that they are switching to different chemical substance.
Even if it supposed to have positive environmental impact, in his opinion it
is only illusion and it would lead to even larger harm to environment.

The activities of CSR done in selected enterprises can be summarized
as follows:

Social area

¢ Providing equal chance for employees and prospective
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e Sponsoring

e Support of local community (municipal authority, school)
e Employee education (language course, soft-skills courses)
e Motivation system for employees

Economic area

e Transparent behaviour

Timely paid liabilities

Operating without debts
Application of ISO 9001

Code of conduct for employees

Environmental area

e Application of ISO 14001
e Recycling
e Ecological waste incineration

¢ Prevention against pollution

Three respondents mentioned that EU in automotive sector applied quite
strict regulations in order to protect environment and also admitted that
the Volkswagen’s misleading behaviour about state of emissions probably
supported tendency of EU to conduct those regulating policies - one re-
spondent said that EU audits are made several times a year in their factory.
The Volkswagen’s case also supported need for having globally applied
standards, in form of ISO certificates.

Although, their responses to certificates were rather reserved, they
unanimously confirmed a necessity of [ISO 14001 and ISO 9001. In three out
of four cases also the need for ISO 16949 used in automotive sector, one
enterprise is considering its acquisition. Those ISO are basic prerequisites
in order to request for a tender and in most cases to ask for other orders.
Car manufacturers such as Skoda Auto or Tatra and their connected partner
would not allow a cooperation without those certificates.

Only one respondent was convinced about the merit of reports, the
other two consider it for a “necessary evil”, claiming that it does not have
much of a sense and takes quite big amount of time. Basically they are not
against the idea of recording, sharing and keeping information, however,
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they would prefer simple and short version of reports for internal and ex-
ternal needs. Last but not least they are not sure of having enough
knowledge in terms of CSR, which can be an obstacle in implementation of
CSR.

The promotion of own CSR activities turned out to be quite weak
among selected enterprises. Basically, the only source providing infor-
mation to stakeholders about CSR activities is own website pages. There
have the companies expose their certificates or some additional infor-
mation. Only one enterprise stated that they used in a past also different
source of promoting, precisely they mentioned their CSR activities during
the meeting with partners and also stressed it in the process of hiring new
employees. Apparently, they do not know, how to promote and one re-
spondent is not sure about the benefit of promoting their responsible be-
haviour since increase in CSR activities can hardly influence relationship
with their customers. The business between does not stand upon it. None of
the enterprises uses external agency for reporting and evaluating CSR. The
reasons are due to nature of financial and time demand. This confirmed re-
sults of quantitative research.

The qualitative research was supported by secondary data obtained on
websites of companies, which were part of a quantitative research. After a
thorough exploration it showed up an occurrence of below mention certifi-
cates among the enterprises:

e [SO 14001 - specifies demands on quality in management system re-
quirements in all areas manage their environmental responsibilities

e [SO 9001 - specifies demands on quality management system require-
ments in all areas of company’s activities

e [SO/TS 16949 - defines the quality management system requirements
for the design and development, production and, when relevant, instal-
lation and service of automotive-related products.

e Formel Q - Norm of Volkswagen specifying demands on quality of sup-
plied products

e QS9000 - Sector norm of automotive industry created by group Chrys-
ler/Ford/General Motors.

e CSN EN ISO 3834-2:2006 - certification of management system in
welding

e [SO 18001 - Norm for information technology - Radio frequency iden-
tification for item management

In many cases enterprises claim existence of Integrated system manage-
ment, which consist of Quality Management Systems (QMS) and Environ-
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mental Management Systems (EMS). The management of companies is com-
mitted to continuously improve the efficiency of the integrated manage-
ment system, particularly through the set objectives, targets, programs and
control mechanisms.



Recommendations 69

5 Recommendations

This chapter brings recommendations for small and medium-sized enter-
prises in automotive industry in the Czech Republic. Recommendations are
based on results obtained in quantitative and qualitative research and their
purpose is to provide Czech SMEs with a guideline, how to conduct socially
responsible behaviour and use benefits that it brings for their business ac-
tivities.

The recommendations are divided into two parts. First part describes
generally applicable principles of CSR for Czech small and medium-sized
enterprises in automotive industry. This part is represented by a summary
of recommendation.

Second part of recommendations is created in a form of a case study.
Author there introduces the case study in form of PDCA model in order to
implement CSR principles for a particular enterprise. The PDCA model in-
cludes steps for identification and application of CSR principles for a small-
sized enterprise. Introduced concept of social responsibility strives to en-
rich small and middle-sized businesses for the advantages that responsible
behaviour provides and subsequently help them to be successful in compet-
itive Czech automotive business environment.

5.1 Summary of recommendations

There is no universally applicable model of CSR that would fit to each or-
ganization. The particular guideline for improvement of CSR depends on
size, scope, company'’s attitude and other factors. However, based on the
finding from research there are several recommendations, which can be
generally applicable to SMEs in Czech automotive industry.

Integrated CSR strategy bound with general enterprise strategy

For SMEs are recommended to conduct integrated CSR programs directly
bound to the strategy. To become an enterprise which operates with best
practises, there should be established coordinated and interdependent pro-
gram across the CSR portfolio. The program should be aligned with the com-
panies’ business purpose, the values of the companies’ important stake-
holders, and the needs of the communities. That represents a contrast to
those focused solely on value creation for their shareholders. Last but not
least they should be more concrete in their actions. (Kasturi R., Chase L. and
Karim S., 2015)



Recommendations 70

To simplify the process of CSR implementation
One of the general recommendations is to simplify the process of CSR im-
plementation. Especially for small and micro enterprise, there is no need to
make thorough researches, large investments and long reports. It is more
about doing than the bureaucratic agenda around.

Focus on local issues

In Czech environment is quite visible that SMEs do not focus on local issues.
Although investing into community activities is often ground base for satis-
fied employees and good relationship on the place of business. Czech auto-
motive SMEs are therefore advised to support local community.

Innovations and knowledge sharing

Focus on innovation supported by knowledge sharing within partnerships.
This is one of the most crucial success factor for automotive industry. SMEs
in Czech automotive industry should invest into R&D and product develop-
ment. [t might seem costly at the beginning but at the end it pushes enter-
prises forward, and it is a necessity in order to remain competitive.

Follow trends in environmental issues

Focus on environmental issues is truly important. Governments and society
turn observe companies” practices more thoroughly than ever before. Green
manufacturing seems to be a future direction for automotive industry. The
enterprises which catch this trend will more probably successfully operate
on the market.

Consider EU grant programs

In terms of innovation, enterprise should consider raising EU grant. Be-
cause the EU can act also as a supportive actor. Within its strategy Horizon
2020 EU presents “The SME Instrument” which is a tool that provides fund-
ing and support for innovation projects up to 2,5 million €. (European Com-
mission, 2016)

Communicate CSR activities

Even if some Czech SMEs are active in CSR, they do not adequately com-
municate these activities. For those especially, is recommended to use var-
ious channels to let know their stakeholders about own responsible behav-
iour. Examples of channels are provided within the case study. Other issue
connected with communicating CSR activities is reports issuing. Hereby au-
thor suggest SMEs to create short reports for stakeholders (customers,
owners) in order to show the effort and keep them engaged.
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Follow the norms and standards requirements

In general SMEs in Czech automotive industry are required to have certain
types of certificates. Increasing demands of stakeholders lead to necessity
for approved quality. For the future perspectives connected to norms, SMEs
are advised to use guideline ISO 26000, since it does not represent signifi-
cant costs and is not subordinate to strict rules. Other standards are due to
their administrative and financial demands advised for larger companies.
For those is advisable to obtain norm CSN 010391 guideline.

Become a part of CSR association

For the larger SMEs in the sector is prospectively recommended to be in-
formed about news in CSR through CSR association (media and customers
are the most mentioned channels of CSR awareness) and possibly become
a part of those associations. With its help enterprises can better declare
their responsible behaviour.

Tight cooperation with car manufacturers

For a lot of SMEs in Czech automotive industry is very important to be fa-
miliar with sustainability in supplier relations. For instance, Skoda Auto
(the biggest Czech car manufacturer) formulated concept focus on quality,
price and delivery times and thoroughly integrated procurement process.
In order to become a supplier for Skoda Auto, companies are required to act
in accordance with mentioned guidelines and to exploit all potential for im-
provement. This leads to conclusion, that only suppliers following and ful-
filling the latest sustainable policies and obeying rules stated in the guide-
line can cooperate with Skoda Auto - strategic business partner.

The suggestion is aimed on SMEs that strives to cooperate with car manu-
facturers and get involved in their projects. In case of Skoda Auto there is a
program called: “Registering with the VW B2B Supplier Platform” (Skoda
Auto, 2016)

5.2 Case study - PDCA Implementation model

About the enterprise

The selected enterprise on which the case study is applied belongs to Czech
small-sized enterprises. It is a part of automotive industry and employs 40
employees. The enterprise manufacturers paints and specializes in pro-
cessing of metal surfaces. It sells products to other suppliers in automotive
chain and partially to car manufacturers. Headquarters of the enterprise is
in the east part of Czech Republic. The enterprise operates internationally
and was established at the end of 90s, so it has been active in automotive
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industry for nearly 20 years. It operates profitable during the past years,
however, it has to fight against raising competition. From the management
point of view, the CSR is perceived as an important area and a tool for im-
provement. The enterprise claims awareness about CSR, however, it has no
comprehensive CSR strategy. The enterprise is legally registered in Czech
in commercial register by Registration Office. It does not have financial
troubles and pay it liabilities and invoices on time. The company is obliged
to follow EU regulations and respect Czech law. The enterprise successfully
went through all executed audits in a past. It possesses certifications of [SO
9001 for quality management system requirements in all areas of com-
pany’s activities, ISO 14001 for quality in management system require-
ments for environmental responsibilities and ISO/TS 16949, which defines
the quality management system of automotive-related products.

5.3 Plan

Phase of planning is the very first step of PDCA model. Its purpose is to iden-
tify and analyse the problem. It contains two main sections: conducting CSR
and developing CSR strategy. These two parts then include information
about the leading team, identify key stakeholders, define current state and
objectives upon these is the strategy based. Planning phase is followed by
executive phase.

5.3.1 Conduct CSR

Conducting is about setting borders of CSR implementation project and peo-
ple that will create strategy and execute it in the next phase. It encompasses
description of the involved groups with their individual importance and re-
spective strategies that need to be followed.

Assembling CSR Leadership team

Since the company is rather smaller size, there is no need for creating a large
group of experts. The company will also use mainly own resources. No ex-
ternal agency will be participating, however, if the need for expertise oc-
curs, enterprise will discuss progress with CSR focused organization. Team
will consist of 5 people representing different areas of enterprise’s level and
focus. Main responsible person for the CSR implementation is a Project
manager. For the larger companies it is better to set up larger CSR team ide-
ally encompasses areas of public relations, marketing and sales, production,
process management, finance, human resources or possibly other depart-
ments with respect to organizations” scope of activity.
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CSR Leadership team:

e General Manager - main authority with decision-making power
e Project and Compliance Manager - responsible for the whole

process of CSR implementation

e Sales Manager - main importance in terms of products and cus-

tomers’ relationship

¢ Financial Manager - knows the financial part of the enterprise
e Blue-collar Worker - representative of workers” opinion

Identification of key stakeholders

After analysing activities of company the involved groups, stakeholders,
were selected and put into the matrix according to their influence and in-
terest in business activities of the enterprise. The stakeholders” matrix
comes from the findings in qualitative research. For effective CSR imple-
mentation is necessary to understand needs of stakeholders. It goes without
saying that CSR is about understanding, why the company is doing such ac-
tivity. On one hand it is about, who has an impact on its activities on the
other hand, who can be impacted by the enterprise. Enterprise has to bear

in mind expectations of stakeholders.

- Employees
o C Customers
= High ar
9 Automotive I producers
= associations Owners
s it At
- Non-gov. I Government
> Low organizations
= Media '
Low High
Level of influence
Fig. 23 Stakeholders matrix

Source: Author’s elaboration based on Steinerova, 2008

From the stakeholders” map can be identified that the highest influence on
company’s activities have owners, customers and government, the highest
level of interest have employees, suppliers, customers and car producers.
For each stakeholder was determined a strategy marked in following table.
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Tab.13  Key stakeholders and respective strategy

Key stakeholders Strategy towards stakeholders
Owners Lead a dialog

Customers Lead a dialog

Car producers Lead a dialog

Employees Lead a dialog

Government Ensure satisfaction

Suppliers Continuously inform
Automotive Associations Continuously inform

Source: Author’s elaboration based on research

Engagement of stakeholders plays very important role because it brings
benefits and can help enterprise to:

e Establish personal relationships - personal bindings are very im-
portant, when the business gets personal the chances for successful co-
operation raise

e Improve risk management - dialog allows to make predictions and be
prepared for unfavourable situations

e Better monitoring of objectives - when satisfying needs of a stake-
holder it is important to know whether both parties following the same
objectives

e Become more innovative - mutual communication is valuable asset in
exploring new ideas, trends and prediction for the future development
in automotive sector; it helps in creation of strategy

e Receive a different point of view - it is necessary to get an opinion of
someone, who stands outside the enterprise, it reveals weak points and
helps to improve

5.3.2 Developing CSR strategy

In the part of planning it is crucial the management commitment. And not
just manager needs to be engaged but also the owner. The declaration of
their support in terms of social responsible behaviour is a basic prerequi-
site. Leading by example is the best commitment. Because owner is also the
one who provides resources and together with general manager directs the
strategy. Without engaging other employees, the positive impact on the ar-
eas of responsibility would be hardly made. In the planning phase the CSR
leadership team has to spread the message. Then in following phases all
members have to clearly communicate objective and development and
keeping thus participants engaged. In terms of defining CSR, there is no
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need to bog down deeply into definitions, since according to research the
enterprise has certain awareness already and knows, what the principle of
CSR means. Therefore, rather than defining the term CSR it would like to
focus on practical part. The company should continuously discuss progress
under control of project manager, who holds meetings and informs other
involved persons.

Analysis of current situation

Here should the enterprise make an analysis of internal and external envi-
ronment.

The analysis will serve as a base for setting CSR values and principles. The
Analysis of current situation should include:

¢ Legal requirements and documents
e Already applied CSR activities

Methods of communication of CSR

e Resources - material, people, finances

A review of existing business policies and documents

e Summary of CSR engagement in history of the enterprise

From the secondary research data was obtained that competitors usually
have same types of certifications, ISO 14001, ISO 9001 and ISO 16949. Com-
petitors rarely obtain other certificates, especially CSR ones, such as CSN 01
0391, ISO 26000 or SA 8000. SMEs operating on the same field in automo-
tive industry have to follow same regulations in terms of product quality.
Products differ slightly, the company’s reputation and the way of producing
(environmental impact) can play important part in establishing strategical
partnerships with customers. Other relevant sources of information about
competitors’ strategy can be obtained from own employees.

In a small enterprise represent resources larger obstacle than for big-
ger one. The enterprise is therefore advised in a planning phase of CSR strat-
egy to include all resources needed for implementation and create sufficient
reserves. CSR implementation is a long term process and is usually con-
stantly revised. It is better to calculate with higher financial needs and also
with the working time necessary for each member of CSR Leadership Team.
Main responsibility for resources has the General Manager in cooperation
with owner.

The enterprise is partially active in all three areas of responsibility. The
activities can be summarized as follows:

¢ Employee education (language course, soft-skills courses)

e Transparent behaviour
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Timely paid liabilities

Operating without debts
Application of ISO 9001, ISO 14001, ISO 16949
e Recycling

Values and principles

CSR strategy is based on the importance of stakeholders. The values and
principles that the enterprise would like to follow are described in mission
statement:

“Our enterprise would like to be an important and respected partner for the
automotive industry.”

Among the key values of the enterprise belong:

¢ permanent efforts for quality improvement,
e personal approach to customers,

e to be profitable,

e to be transparent,

¢ to help to protect environmental impact,

e employee support,

¢ fulfilment of legal requirements

Identification of key objectives of CSR

Process of describing values and principles is followed by setting key objec-
tives for CSR strategy. The enterprise has to specify individual objectives,
which fall into a particular area of responsibility. These key objectives
should be in harmony with above mentioned values and principles. Con-
stant revision of declared objectives is a must and should be made at least
twice a year. Key objectives of CSR answer the question: “What is the pur-
pose of making CSR activities?” There have been set several objectives with
different importance. The rank number shows importance of the objective,
area specifies its focus and the groups involved in particular driver are la-
belled as targeted stakeholder.
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Tab.14  Key objectives for CSR strategy
Rank Objective Area of CSR Targeted
stakeholders
1 | Strengthen relationships with already Economic Customers,
existing customers and suppliers Car producers,
Suppliers
2 | Be more cost effective through better Economic Owners,
management system Employees
3 | Increase loyalty and engagement of Social Employees
employees
4 | Open space for new potential customers | Economic Customers
5 | Be prepared for changes in regulations Environmental | Government,
(especially environmental issues) Car producers,
Suppliers
6 | Monitor and decrease energy and water | Environmental | Customers,
consumption Government
7 | Improve reputation in local Social Employees
environment
8 | Product improvement Economic Customers,
Car producers

Source: Author’s elaboration

Action plan

The next step after setting objectives is to establish an action plan. The ac-
tion plan contains concrete CSR activities which should lead to fulfilment of
the objectives. Furthermore, action plan replies to the question “how can
enterprise reach the objectives” providing financial, time and human re-
sources. Activities used in action plan of the selected enterprise are based
on the quantitative and qualitative research. The enterprise would like to
focus in economic matters especially. The research also showed that certi-
fications in the field of CSR are neither required from the side of suppliers
nor the SMEs in Czech automotive industry see them as beneficial. Their
higher costs and administrative needs lead to suggestion that the action
plan does not contain any type of CSR certification.
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Tab.15  Action plan - Objectives and CSR Activities

Areaof CSR  Objective CSR Activities

Economic Be more cost Create a code of ethics.
effective through
better management
system

Economic Strengthen Twice a year ask for the feedback of delivered
relationships with products/services. Communicate own
already existing activities and give acknowledgement for the
customers partnership

Economic Open space for new | Make a research in terms of new customers.
potential After selection and evaluation of potential
customers customer, create a targeted offer. Then

approach selected customers, declare
transparency in operating practises and set up
meeting.

Economic Product Issue a brochure about product specifications
improvement including all news and developments and

deliver it to existing customers and suppliers.

Environmental | Be prepared for Establish a company diary tracking EU
changes in legislative processes and follow newest
regulations standards in environmental policies.

Communicate certifications.

Environmental | Decrease energy Monitor the energy and water consumption.
and water Find the areas with potential for savings. Then
consumption establish and conduct policies to decrease

these consumptions.

Social Improve reputation | In cooperation with employees make a
in local research and find the most suitable area for
environment financial sponsoring (education, sport,

children, municipal help)

Social Increase loyalty Establish motivational program for employees.
and engagement of | Engage employee in CSR project.
employees

Source: Author’s elaboration

The next step after clearly set activities for the objectives is to assign re-
spective time frame and persons for their execution. These are completed
by financial resources. The calculation of financial resources is provided be-
low. According to research enterprise sees the biggest difficulties in terms
of time and finances. The recommendation assumes that enterprise has re-
cently hired a project manager and compliance manager (in one person). He
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is involved in other projects of enterprise, however, the CSR implementa-
tion is his/her main responsibility. Therefore, the most of the time needed
for execution of a particular CSR activity is dedicated to him/her. Other per-
sons from the CSR Leadership Team will act mostly in a supportive way.
This proposition saves their time and costs of their working time. For in-
stance, CSR activity of a Sales Manager, who is responsible for communica-
tion with clients, is to issue a brochure about product specifications includ-
ing all news and developments and deliver it to existing customers. The
Sales Manager provides materials and data to Project Manager, so he can
organize the whole prepare of the brochure. Afterwards he/she agrees with
sales manager on the final version. Sales Manager then communicate it to
existing customers.

Tab.16  Action plan - Schedule (first part)

CSR Activities Time frame Responsible
erson

Create a code of ethics. 1 year General
Manager, Project
Manager

Twice a year ask for the feedback of Immediately, General

delivered products/services. Communicate | Continuous activity | Manager,

own activities and give acknowledgement Sales Manager

for the partnership

Research of potentially new customers. 6 months Sales Manager,

After selection and evaluation of potential Financial

customer, create a targeted offer. Then Manager, Project

approach selected customers, declare Manager

transparency in operating practises and set

up meeting

Issue a brochure about product 1 year Sales Manager,

specifications including all news and Project Manager

developments and deliver it to existing

customers

Source: Author’s elaboration
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Tab. 17
CSR Activities

Establish a company diary tracking EU
legislative processes and follow newest
standards in environmental policies.
Communicate certifications.

Action plan - Schedule (second part)

Time frame

Immediately,
continuous activity

Responsible
person
Sales Manager,
Project
Manager,

Find the areas with potential for savings.
Then establish and conduct policies to
decrease these consumptions.

Monitor the energy and water consumption.

2 years (1 year of
monitoring, 1 year
for implementation)

Blue collar
worker,
Financial
Manager,
Project Manager

employees) and find the most suitable area
for financial sponsoring (education, sport,
children, municipal help)

Establish motivational program for 1 year General
employees. Manager,
Engage employee in CSR project Financial
Manager,
Project Manager
Make a research (in cooperation with 6 months Blue-collar

Worker, Project
Manager,
Financial
Manager

Source: Author’s elaboration
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Costs of implementation
For each of the eight specified CSR activity are calculated costs. In the finan-
cial calculation is covered a wage of Project Manager only for the activities
directly connected with CSR implementation. This wage is estimated. Cal-
culations of other estimated costs are based on available information. Com-
ments on the right side of the matrix describe nature of costs in detail.

Tab. 18

Activities

Cost implementation (first part)

Cost specification

Amount

Comments

of costs:

of potential customer,
create a targeted offer.
Then approach selected
customers, declare
transparency in
operating practises and
set up meeting

Manager’s wage
(research, offer
creation,
transport costs)

e Part of working
responsibility of
Sales Manager
and Financial
Manager

Create a code of Administrative costs: In total Code of conduct is
conduct. 21000 CZK: | accessible on
. i websites. Every
* Project Manager’s 15000 CZK | employee is
wage, educated and
e Short training 6 000 CZK3 | signed.
course for
employees
Twice a year ask for the | Part of working 0 CZK Activity
feedback of delivered responsibility of incorporated into
products/services. General Manager and standard
Communicate own Sales Manager communication
activities and give process between
acknowledgement for Sales Manager
the partnership and customers
Research of new Administrative costs: In total Using own
customers. After o Project 15000 CZK | internal
selection and evaluation materials,

historical data,
expertise of sales
manager.
Documentation is
provided.

3 Cost estimated calculation: average hourly wage (150 CZK) x 1 hour for the training x 40
employees = 150 x 1 x40 =6 000 CZK
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Issue a brochure about
product specifications
including all news and
developments and
deliver it to existing
customers and
suppliers

Administrative costs:*

e Project Manager’s
wage,

e Digital agency
services®

e Printing services
and postage®

In total

18 900 CZK:

5000 CZK

13 500 CZK

2400 CZK

Brochure can be
used for other
enterprises’
promotional and
informational
activities such as
fairs or

Source: Author’s elaboration

4Value added taxes (VAT) included
5 Price for estimated for 2hrs/1page (30 hours in total) counting 450 CZK/1hr. Based on
price list on http://xagency.cz/Assets/Ceniky/2010_Cenik_X-agency.pdf

6 For a printed brochure with 15 pages, A5 form and full colours in amount of 30 pieces.

Costs include postage. Based on calculations from http://www.digitalexpress.cz/tisk-bro-

zur/.
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Tab.19  Cost of implementation (second part)
CSR Activities Cost Amount Comments
specification of costs:
Establish a Part of working 0 CZK Following of standards
company diary responsibility, should be already
tracking EU activity incorporated, this activity
legislative is about tracking the
processes and development. Project
follow newest Manager makes notes.
standards in
environmental
policies.
Communicate
certifications.
Monitor the energy | Administrative costs: | In total Project Manager
and water 28 000 processes assessment of
consumption. Find . CZK: consumption and advise
the areas with * Projects : the areas of potential
potential for Manager’s 5000 CZK | savings at the end of the
savings. Then i first year. Selected blue-
establish and e Extra wage for 8000 CZK | collar worker gathers,
conduct policies to blue-collar writes down data on a
decrease these worker weekly basis. In the
consumptions. e Bonus for blue- | 15000 second year informs and
collar worker CZK promotes consumption

savings among other
employees. If the objective
is fulfilled after 2-year
period, extra bonus is

paid.

Source: Author’s elaboration
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Tab. 20

Cost of implementation (third part)

CSR Activities Cost Amount Comments
specification  of costs:
Establish motivational | Administrative In total Project Manager
program for costs: Up to prepares motivational
employees. 35000 system with approval of
Engage employee in CZK: General Manager and
CSR project based on financial
e Project 15 000 statistics provided by
Manager’s CZK, financial manager
wage,
e Bonus for Up to

employees 20000

active in a CZK

project
Make a research (in Administrative In total: The final sponsorship
cooperation with costs: Up to amount is dependent
employees) and 40 000 on activity and
present the most . CZK compliance with
suitable area for * Project : enterprise’s scope of
financial sponsoring Manager’s 10 000 business
(education, sport, wage CZK,
children, municipal ® Sponsorship
help) Up to

30 000
CZK/year

Source: Author’s elaboration

5.4 Do phase

The plan is useless unless the enterprise projects it into reality. That is why
planning phase is switching into a second stage of PDCA model called Do
phase or Phase of execution. Here the selected medium-sized enterprise fol-
lows previously made action plan and tries to incorporate the suggested re-
sponsible activities. Necessary point is an evaluation and progress check on
a regular base. This requires knowledge of project management, more pre-
cisely responsible and knowledgeable person represented by a person of
Project Manager. He/she leads the CSR implementation project and guides
also other participants.



Recommendations 85

For the successful implementation of corporate social responsibility is ob-
ligatory to conduct responsible business practices. This means that enter-
prise is able to generate a positive attitude shared in company culture. Also
the message about the transition into the doing phase is necessary. Employ-
ees have to see the purpose of such CSR activities. The executive phase is a
phase of testing; the enterprise tries to fit the suggested solutions to speci-
fied objectives. It includes data collecting and processing. In case of any
changes, they need to be recorded.

5.5 Check phase

Here comes facing the truth. Third step of the model expects studying of the
actual results measured and collected with the Do phase stated above. Right
after, these results are compared against the expected results described
within the planning phase. It any difference occurs the plan needs to be re-
vised. The essential components are the indicators of achieved results. In-
dicators provide data of development. They give information necessary for
the last step of PDCA for the acting phase. Check phase of the selected auto-
motive enterprise includes two sub-steps: monitoring by using indicators
and communication and reporting.

5.5.1 Monitoring by using indicators

The expected results from the planning phase are compared to actual re-
sults. In order to do so, the enterprise sets verifiable indicators. Each par-
ticular objective can contain one or more indicators. The indicators should
be concrete and can be either quantitative or qualitative nature. For the se-
lected enterprise there were established 10 CSR indicators.
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Tab.21 CSRindicators

Area of CSR | Objective CSR indicators |
Economic Be more cost effective Level of administrative costs
through better management | Amount of occurrences of behaviour

system in wrong manners

Economic Strengthen relationships Customers” and suppliers’ feedback
with already existing Amount of new orders
customers and suppliers

Economic Open space for new Amount of contacted companies
potential customers Amount of new customers

Economic Product improvement Customers” and employees” feedback

Environmental | Be prepared for changes in Amount of complaints and additional
regulations demands from state authority, car
manufacturer’s and customers

Environmental | Decrease energy and water | Total consumption of water and

consumption energy

Social Improve reputation in local | Employees” feedback
environment

Social Increase loyalty and Employee retention rate, employees’
engagement of employees feedback

Source: Author’s elaboration

5.5.2 Communication and reporting

Communicate the CSR is very important. If the enterprise successfully es-
tablished CSR strategy and acts according to norms and standards it is nec-
essary to deliver this message further. The best way, where to start, repre-
sents own employees. The research showed that SMEs in automotive indus-
try agree about the importance of awareness among their employees. Start-
ing with own employees (training and code of conduct), the enterprise can
spread the message to other stakeholders. Starting with internal communi-
cation, the enterprise makes sure that employees understand the purpose
of doing CSR initiatives. In terms of external communication, the enterprise
has to make its activities public to show care and effort invested. According
to the research among automotive SMEs, enterprises consider reports use-
ful but time consuming. In the case of selected enterprise, the report is rep-
resented as a summary of activities and achieved results. For the purpose
of enterprise’s business activities, the CSR report does not need to be very
thorough and consume load of time. The enterprise would like to be focus
on facts (data, indicators).

The communication is beneficial in several points. It can declare trans-
parency, engage the stakeholders or enable better tracking of CSR activities.
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There are several suggested channels to promote the CSR activities. The
main base is the websites of the enterprise. Here can be obtained certifica-
tions, code of conduct and CSR report, all updated for the current news
about responsibility. The website is supplemented by reports send via per-
sonal email communication of General Manager and Sales Manager to exist-
ing/potential customers and suppliers, car producers and other involved
stakeholders. Third way is the distribution of product brochure including
CSR activities.

CSR communication tools
e Website
e Brochure
¢ Email announcement
e CSRreport
e Employee training
Code of ethics

5.6 Act

The Act phase is the very last part of the PDCA model. Here the enterprise
evaluates the already existing strategy. The enterprise should bear in mind
that implementation of CSR is not enough the enterprise has to stick to
strategy and keep the set CSR principles. Moreover, what is written on the
paper does not necessarily mean that enterprise behaves this way. The pro-
cess does not end with the existence of functioning strategy. The further
continuance and development of CSR strategy is conditioned on the con-
stant observation and effort of the all members of CSR Leadership Group
with main importance of the Project and Compliance Manager.

In order to improve existing results, the table compares results with
suggested improvement.
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Tab.22  CSR improvements

Areaof CSR  Objective | Results ' CSR improvements |

Economic Be more cost Administrative Decrease the level of
effective through costs decreased by | administrative costs by
better 5% another 5 % in next year
management
system

Economic Strengthen All existing Increase their
relationships with | customers satisfaction, offer
already existing continue in additional products and
customers and cooperation boost sales
suppliers

Economic Open space for 2 new customers Close the deal with 2
new potential showed interest new customers
customers

Economic Product Improvements in Continue with research
improvement test of product and development

quality

Environmental | Be prepared for Enterprise diary Keep the diary updated
changes in tracking changes
regulations established

Environmental | Decrease energy Total consumption | Continue to lowers
and water of water and consumption of water
consumption energy decreased and energy for another

by 5 % 2% in next year

Social Improve Employee Further investments
reputation inlocal | satisfaction (financial and material)
environment to local projects

Social Increase loyalty Retention rate Present employee
and engagement of | lowers by 20 % benefits to potential
employees employees

Source: Author’s elaboration
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6 Discussion

The thesis is based on quantitative and qualitative research conducted
among Czech automotive small and medium-sized enterprises. The analysis
of the current situation in the Czech automotive industry showed high im-
portance and large influence of automotive industry for the whole Czech
economy. After all, 7,4 % of GDP contribution and more than 3 % of em-
ployed people from total employment speak loud.

In order to propose strategies for higher competitiveness, the quantitative
and qualitative researches were conducted. The quantitative survey has a
form of questionnaire and follows a structure of worldwide accepted guide-
line ISO 26000. Three sections strive to reveal awareness, knowledge and
usage of CSR principles among respondents. Findings of quantitative re-
search are supported by qualitative research in form of interviews with se-
lected enterprises.

Considering the awareness, Czech automotive SMEs claimed that the issue
of CSR is important for them and consider it as a tool how to improve com-
pany’s reputation. Slightly better awareness about CSR principles ex-
pressed enterprises operating internationally. The reason behind might be
the higher demands on responsibility from the side of suppliers - typically
car manufacturers. For Czech main exporting partners, the higher im-
portance that is given to CSR in Western-European countries such as Ger-
many or Austria. The larger the company the heavier is the impact that it
has towards society and therefore need to invest more into sustainability.

Research showed enterprises to pay the lowest attention to social area.
Combined with the results from the section Community Involvement and
Development is obvious that enterprises are not highly interested in social
area. On one hand, they considered some issues of this area as non-prob-
lematic ones; this can be demonstrated through no interest in abiding the
human rights and very positive responses connected to usage of principles
respecting human rights. On the other hand, enterprises expressed interest
in order to improve working conditions. Although, most of the selected en-
terprises provide good working conditions.

Moreover, fulfilment and improvement of working standards is for
manufacturing firms more demanding than for firms offering services.
Therefore, all manufacturing enterprises included the SMEs in Czech auto-
motive industry need more resources, which seems to be the largest obsta-
cle in order to improve social area of corporate social responsibility. Espe-
cially lack of time and finances play the crucial role, which was confirmed
in both researches within the reasons that limit enterprises to behave more
responsibly.
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Norms and guidelines are by Czech automotive SMEs perceived as nec-
essary. But solely acquiring of certificates will be for future insufficient.
More important will be the ability of companies to strive for innovations
and to tackle current social and environmental issues. (Visser, 2016)

According to Global reporting initiative (2015) a future of CSR is con-
nected with evolution of technologies. These will enable to collect data more
efficiently, which will lead to more accurate reporting with higher transpar-
ency. Moreover, companies will be held more accountable and will have to
consider their business activities more profoundly.

Considering the level of communication of CSR activities among enter-
prises, research of the author showed its insufficiency. The same conclusion
brings the survey conducted among SMEs from various sectors in Ireland.
In this research 30 % of companies conveyed that they are not active in CSR
activities, however, the same companies are committed to waste reducing
in more than 90 % of answers, giving financial support to good causes in 88
% or support learning and development of employees in 72 %. This signs
low level of knowledge among SMEs because all above mentioned activities
were made without knowing thatitis a part of CSR. (Irish Small and Medium
Enterprise Association, 2015)

The highest benefit for Czech SMEs in automotive industry is repre-
sented by improved reputation, which was claimed by more than 80 % re-
spondents. The similar result is showed in the research conducted among
609 SMEs in Ireland in 2015 by Small and Medium Enterprise Association,
where the “higher reputation” with 62,9 % was also placed on the first
place. (Irish Small and Medium Enterprise Association, 2015)

Compared to research realized in Berlin in 2007 by TUV Rheinland
Bildung und Consulting GmbH consisted of 142 replies, which found out
that the term and purpose of CSR is not very well known in SMEs segment,
seems to that CSR among SMEs is getting more attention in recent years.
(Bader N., Bauernfeind R., Giese C., 2007)

Another European survey on Corporate Social Responsibility (Arl-
bjgrn, J.S. et. al., 2008) showed that a minor part of the SMEs from European
countries have implemented preventive CSR activities, and even less have a
formalized CSR strategy. Even though, awareness rises, it is still far away
from reaching its potential. Richard Smith (2011) from Massachusetts In-
stitute of Technologies confirmed that in the last decade CSR principles are
deeply embedded in management strategy. This far-reaching diversity of
CSR demonstrates fast changes in strategic philanthropy and innovations or
efforts for transparency and environmental protection.

The concept itself is getting not just more attention but also more im-
portance. However, there are certain restrains which limit responsible ac-
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tivities. The author’s research revealed that itis not a distrust from the man-
agement of enterprises, what slows them down in activities towards CSR,
butitis simply a lack of time and expert knowledge. Companies without CSR
strategy often do not know, how to apply it. Even if they would know how,
the time and finances necessary for implementation of CSR are insufficient.
In other words, these enterprises state that even if they consider CSR prin-
ciples important in general, the implementation of those principles is diffi-
cult and time-consuming. Nevertheless, according to author’s opinion it
does not necessarily have to be true because CSR can be made in simple,
cost-effective manners.

High importance of employees is a visible fact of SMEs in automotive
industry. The confirmation brought CSR research conducted in small and
medium-sized companies of supply chain in Hungary and Austria. Most
companies monitor employee satisfaction and many mentioned improve-
ment of working conditions or awareness raising among employees as the
most important social and environmental issues for the enterprises” opera-
tions. (Szlavik, 2006)

The CSR can certainly bring positive influence of CSR on human rights,
law and policy. Especially multinational corporations adopted CSR as a
mean of altering ethics together with human standards and therefore trans-
form the role of business and social relations. Effectively managed CSR pro-
jects lead to remarkable benefits in terms of reputation. They do not just
strengthen relationships with business partners but also bring higher mo-
tivation, loyalty of employees and finally financial return. Walker-Said and
Kelly, (2015); Lindgreen and Swaen (2005) Moreover, Mahon (2002) con-
cludes from researches made in public relations, marketing and communi-
cation sector that the reputation is a crucial element in order to be able to
increase sales and reach higher revenues.

Despite of many positive attitudes to CSR, critical voices need to be ad-
mitted as well. Among the loudest critics of CSR belongs Nobel Prize holder
Milton Friedman. In his opinion the business itself is not able to be respon-
sible, only people can be so. If there is certain drawing of resources (such as
contributions to local community, charity or even to family) it is an inten-
tion of individual and he/she uses his/her own, not corporate, money. Cor-
porate responsibility also lacks analytical accuracy and rigor. Milton com-
pares corporate responsibility to principles of socialism and put it in con-
trast with capitalism which strives primarily for profit not for welfare of
others; this comes with effectively governed company. But the doctrine of
"social responsibility" could possibly extend the scope of the political mech-
anism to every human activity. (Friedman, 1970)
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The fact that one of the most disputable benefits of CSR is profit, might
be caused by an indirect visibility of financial result in the short-term per-
spective. Nevertheless, in long-term perspective, as showed the research
conducted on Stanford University, the story seems to be different. Several
researches have proved positive influence of CSR in increase in profit. Even
if the correlation between is rather small. (Baron et. al. 2009)

The influence of CSR on competitiveness seems to be more provable.
This fact was proved in a research for Harvard Business Review made by
Rangan, Chase and Karim (2015), but with one addition, precisely, that com-
panies are rather more interested in CSR programs aligned with their pur-
pose and values, than in fully integration of CSR into their strategies. So to
make CSR strategy valuable, companies must consider the way how to fully
use potential of sustainable acting. In order to do it, there should be direct
link between company's action and its core business. (Porter & Kramer,
2002)

The results of the research confirmed that every enterprise in Czech
automotive sector is specific is not easy to generalize strategy for the whole
industry. Therefore, the recommendation part contains a specific case
study. Author strives to propose concrete CSR activities and support them
with economic calculations. The research gained 37 responses of out 341
contacted enterprises, which makes return ratio of 10,9 % and is a relevant
sample of automotive focused SMEs. Larger amount of respondents would
allow to conduct better statistical testing. Respective persons from enter-
prises selected for the interviews showed interest in CSR, however, proved
that the largest limitation is the time. As subject for further research would
the author suggest to establish a closer cooperation with one respective en-
terprise and create strategy suited exactly to its needs and business pur-
poses. By comparing it with other strategies of enterprises operating in in-
ternational environment it can represent a base for proposal of doctoral
thesis.



Conclusion 93

7 Conclusion

The goal of the thesis was to provide suggestions of strategies for small and
medium-sized enterprises (SMEs) of Czech automotive industry on the field
of corporate social responsibility (CSR). First part of the thesis describes
theoretical background of the CSR. Definition of the term, its relationship
with stakeholders and the matter of implementation are completed by de-
tailed analysis of CSR among SMEs. CSR norms and standards complete the
literature review. Results, the second part of the thesis, analyse the sector
of automotive industry in EU and in the Czech Republic. Subsequently quan-
titative research was conducted and supplemented by qualitative research.
As a part of the thesis, there were set and validated three hypotheses. Based
on findings obtained within research, the recommendations for future im-
provements of SMEs in automotive sector are provided. The recommenda-
tions are economically interpreted and generalized for the whole industry.
Furthermore, the concrete example in form of case study is proposed. Sug-
gested CSR strategies help Czech based SMEs to overcome barriers of un-
derstanding and successful functioning of CSR.

The results demonstrate the level of awareness, knowledge and usage
of CSR. The awareness about CSR term claimed nearly two thirds of re-
spondents. Slightly higher awareness of CSR can be seen in larger and inter-
nationally operating companies. Nevertheless, the HO hypothesis verified
the independence between awareness and area of business of an enterprise.
In 83,7 % proclaimed SMEs in Czech automotive industry that CSR is im-
portant for their business. The most common channels, how to spread
awareness, appeared to be media and customers. Among the largest limita-
tions to conduct CSR belong lack of expert knowledge, lack of time and lack
of financial resources. Examined SMEs claimed less time, finances and other
resource of conducting CSR strategies. On the other hand, the largest benefit
is perceived in improved reputation. In more than 80 % consider SMEs in
Czech automotive industry themselves to behave socially responsible and
active in applying CSR principles. Slightly more than half of selected enter-
prises have established CSR strategy, which approved the hypothesis H1.
However, nearly 46 % do not have any strategical approach towards CSR.
This together with lack of communicating activities towards stakeholders
appeared to be the weakest points. Many small enterprises do not com-
municate their responsible behaviour and if so, the websites are the only
channel of promoting. Furthermore, from the interviews with selected
SME:s followed that they are often very active in socially responsible activi-
ties but do not identify these activities with the concept of CSR. In terms of
the most important area of CSR for Czech SMEs in automotive industry it
can be stated that enterprises do not have a clear preference in choosing



Conclusion 94

environmental, economic or social part. Slightly higher preference is given
to environmental and economic area. The most important stakeholders rep-
resent owners, customers, car producers and employees. The best results
in use of CSR activities are recorded in fair operating principles towards
customer, respecting laws and human rights. The worst results were ob-
tained in community involvement and promoting CSR activities. Based on
results from research recommendations are proposed.

The summary of recommendations consists of 10 advices, which can
be generally applicable to SMEs in Czech automotive industry. The second
part of recommendation has a form of a case study and follows PDCA Im-
plementation model rules. Through the case study example is proposed the
whole process of implementation suitable for SMEs in Czech automotive in-
dustry. The implementation model contains planning, execution, revision
and acting phase. Within the strategy, 8 objectives and respective actions
are set, revised, particular indicators are assigned and activities are com-
municated.

The term Corporate Social Responsibility is a highly discussed topic of
today’s world. It is already a part of management strategy which put an em-
phasis on sustainable development. Even though, CSR seems to be compli-
cated process for many enterprises, quite a lot of enterprises have already
got used to apply CSR activities. CSR is just normal way of every day’s work-
ing activities. If it is approached in a right way, it does not have to be com-
plicated and costly. The responsibility is getting more importance for stake-
holders. The competition is tough in Czech small and medium-sized enter-
prises in automotive industry. By applying CSR strategy can enterprise in-
crease competitiveness and strengthen its position on the market. So after
all, an enterprise will become and remain important and respected part of
automotive industry.
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A Questionnaire

Dobry den,

Jsem studentem Mendelovy Univerzity v Brné anglického oboru Management and Econo-
mics. V soucasnosti piSu diplomovou praci na téma SpoleCenska odpovédnost firem v au-
tomobilovém primyslu (CSR in Automotive Industry). Chtél bych Vas timto poprosit o
vyplnéni prilozeného dotazniku. Dotaznik je zcela anonymni a jeho vysledky budou slou-
zit vyhradné pro tucely mé diplomové prace. V pripadé zajmu o dalsi spolupraci miizete na
konci uvést sviij e-mail, ptipadné komentaf. Budu rad za Vasi zpétnou vazbu.

Mnohokrat dékuji za Vas Cas i ochotu a preji hezky den.

S pozdravem,
Michal Bim

1) Setkalijste se s pojmem Spolecenska odpovédnost firem (Corporate Social
Responsibility -CSR)?
e Ano
e Ne

2) Pokud ano, uved'te, prosim, kde: (vice moZnosti)
e Media (internet, TV atd.)
e Veletrhy a vystavy
e Vramcivzdélavani uvniti spolecnosti
e 0d dodavatelt
e 0d zakazniki
e Neziskové organizace
e Odborna literatura

e Jiné (prosim, uptresnéte)

3) Chova se vaSe spolecnost spolecensky odpovédné (odpovédné chovani v
oblasti ekonomické, socialni a smérem k Zivotnimu prostredi)?
e Ano
e SpiSe ano
e SpiSene
e Ne

4) Ma vase spolec¢nost stanovenou spolecenskou odpovédnost v ramci své
podnikové strategie?
e Ano, naSe spole¢nost ma zvlast planovanou strategii pro spolecenskou
odpovédnost
e Ano, spolecenska odpovédnost je soucasti nasi obchodni strategie
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e Ne, nemame zZadnou strategii spolecenské odpovédnosti

e Nevim

5) Jaké vyhody miiZe spolecensky odpovédné chovani prinést vasi spolec-
nosti? (vice moznosti)
e Lepsireputace a dobré jméno spolecnosti
e  Vyssizisky
e Lepsi a kvalifikovanéjsi pracovnici
e Inovace
e USetfeni naklada
e Zapojeni zakaznikd
¢ Konkuren¢ni vyhoda
e ZvySeni atraktivity pro investory
e Jiné (prosim uvedte)

6) Jaké diivody brani vasi spolecnosti, aby se vice angazovala ve spolecensky
odpovédném chovani? (vice moznosti)
e Nedlivéra majitelti nebo managementu
e Nezajem zaméstnancl
e Nedostatek finan¢nich prostiredki
e Nedostatek ¢asu
e Neprokazatelné vysledky
e Nedostatek znalosti
e Nizké danové vyhody

e Zadné, Gspésné se angaZujeme

7) Meél by byt koncept spolec¢enské odpovédnosti soucasti aktivit kazdé spo-
le¢nosti?
e Ano
e SpiSe ano
e Nevim
e SpiSene
e Ne

8) Setkalijste se nékdy s normou ISO 260007?
e Ano
e Ne

9) Na kterou oblast CSR by se spole¢nosti v automobilovém primyslu mély
soustiedit nejvice?
e Ekonomicka
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e  Socialni
e Environmentalni

10) Na které z téchto aktivit byste se radi zamérili? (vice moZnosti)
e ZlepSeni systému organizace spolecnosti
e Dodrzovani lidskych prav
e ZlepSeni pracovnich podminek
e Ochrana zivotniho prostredi
e Zlepseni vztahi se spotrebiteli (zakazniky)
e Uplatiovani etickych principt
e Podpora mistni komunity
e Jiné (prosim, uvedte)

11) Jaké hodnoty vase spolec¢nost pri rizeni uplatiiuje? Ohodnotte miru uplat-
novani ve vasi spolecnosti 0-5 (0 viibec, 5 nejvice)
e Chova se spolecensky odpovédné
e Jevesvém jednani transparentni
e (Chova se eticky
e Propaguje spolecenskou odpovédnost mezi zajmovymi skupinami
e Dodrzuje pravni rad

12) Jaky je postoj vasi spolecnosti v oblasti lidskych prav? Ohodnotte miru
uplatiovani ve vasi spolecnosti 0-5 (0 viibec, 5 nejvice)

e Setkavate se s porusovanim lidskych prav ve vasem oboru

e Zajimate se o Cinnost vaSich obchodnich partnert s ohledem na lidska
prava

e  Mate stanoveny postupy, jak jednat pii ohrozeni lidskych prav

e  Aktivné jednate v pripadé podezieni na porusovani lidskych prav

e  Aktivné resite stiZnosti a snazite se zamezit jakékoli formé diskriminace

e Respektujete civilni a politicka prava (pravo na svobodu, majetek, vyjad-
fit vlastni nazor atd.)

e Respektujete ekonomicka, kulturni a socidlni prava (pravo na vzdélani,
zdravotni péci, ndboZenstvi atd.)

o Respektujete zakladni prava pti praci (pravo na sdruzovani, kolektivni
vyjednavani, zamezeni détské prace atd.)

13) Pracuji zaméstnanci v dobrych pracovnich podminkach? Ohodnot'te miru
uplatiiovani ve vasi spole¢nosti 0-5 (0 viibec, 5 nejvice)
e Dobré vztahy mezi zaméstnanci a zaméstnavatelem
e Zdravi a bezpecnost prace
e Kvalitni pracovisté
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e Uroveii komunikace na pracovisti
e MozZnost zaméstnancu Fici sviij nazor

e Rozvoj a trénink zaméstnanct

14) Jaké aktivity vyviji vase spole¢nost k ochrané Zivotniho prostiedi? Ohod-
notte miru uplatiiovani ve vasi spolecnosti 0-5 (0 viibec, 5 nejvice)
e Program proti zneciStovani zivotniho prostiedi
e Snazi se dlouhodobé vyuzivat trvale udrzitelnych zdroji
e Respektuje normy a standardy omezujici zménu klimatu
e Ochranuje a obnovuje prirozené zivotni prostredi

15) Jak poctivé jsou vase principy rizeni ve vztahu k jinym spolecnostem?
Ohodnot'te miru uplatiiovani ve vasi spole¢nosti 0-5 (0 viibec, 5 nejvice)
e Snazi se predchazet korupci
e Zodpovédna politicka angazovanost
e Uplatiiuje principy spravedlivé konkurence
e Podporuje spolecenskou odpovédnost v partnerskych spole¢nostech
e Respektuje vlastnicka prava

16) Jakym zptlisobem se vase spole¢nost chova ke spotiebiteli? Ohodnot'te miru
uplatinovani ve vasi spolecnosti 0-5 (0 viibec, 5 nejvice)
e Poskytuje pravdivé informace a uplatiiuje ¢estné smluvni postupy
e Ochranuje zdravi a bezpec¢nost spotiebitell
e Snazi se o dlouhodobé udrzitelnou spotrebu
e Poskytuje spotrebitelim servis a podporu a re$i jejich stiznosti
e Ochranuje data a soukromi spotiebiteld
e Pomaha v zajiStovani zakladnich potieb (zdravotni péce, elektiina, voda
atd.)
e Poskytuje spotrebitelim vzdélani a informace

17) Které aktivity vase spolec¢nost vyviji pro podporu mistni komunity? Ohod-
notte miru uplatiovani ve vasi spolecnosti 0-5 (0 viibec, 5 nejvice)

e Aktivni zapojeni v zaleZitostech mistni komunity (programy, spoluprace
s jinymi organizacemi atd.)

e Vzdélani a kultura

e Tvorba novych pracovnich mist a rozvijeni dovednosti

e Vyvoj technologii

e Podpora riistu majetku a prijmi

e Podpora zdravi

e Investice do socialni oblasti
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18) Co by se mélo zménit, aby se vase spolecnost vice angaZovala ve spolecen-
ské odpovédnosti? (vice moznosti)

Zretelny ptinos zisku
Nazor verejnosti

Zajem ze strany zajmovych skupin (zdkaznici, zaméstnanci, dodavatelé

atd.)

Danova politika
Legislativa

Ziskani patri¢nych znalosti
Jiné (prosim, uved'te)

19) Pocet zaméstnanci spolecnosti?

1-10
11-50
51-250
251 avic

20) Jak dlouho funguje Vase spole¢nost?

0-2

3-5
6-10
11-15
16 avic

21) Na jakém trhu operujete?

Regionalné
Celostatné

Mezinarodné

Zde muzZete vlozit V4§ komentar, nazor:

V ptipadé zajmu o ucast v kvalitativnim vyzkumu, uved’te Vas e-mail:



