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Abstract: CSR has grown in importance since the economic crisis of 2008. Businesses
attempted to search for solutions of economic issues by trying to explore new ways of
conducting their business, thus, the perception and efforts to exploit the potential of
CSR concept changed dramatically. It might also be a way out of the upcoming crisis
for many SMEs. Implementation of CSR via innovation or innovating via CSR might
bring them more resilience in the upcoming unprecedented times. As shown by
statistical analysis (structural equation modelling) of the empirical data from CEE
region - Austria, Czech Republic and Slovakia (n=607), innovative SMEs don't need
to explicitly concentrate on CSR — its specific activities or reporting. The answer for
SMEs liesin business strategy, innovation and sustai nable business model.
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1 Introduction

Corporate Social Responsibility (CSR) has become over the
recent years, especialy after the crisis in 2008, while seeking for
solutions of ever increasing economic, social and environmental
issues astabile concept in business. Topic has drawn alot of
attention of researchers during the last two decades
(Baumgartner, Ebner, 2010; Boucquet, et al. 2017; Christensen,
et d., 2014; Gelbmann, 2010; Nidumolu et al., 2009; Porter,
Kramer, 2011; Ramesh et a., 2019; Visser, 2010; Voegtlin,
Greenwood, 2016). However, the importance of socialy
responsible way of doing business was already atopic of
researchers much earlier in the 20th century (Arlow, Gannon,
1982; Barnard, 1958; Carroll, 1999; Davis, Blomstrom, 1975;
Elkington, 1994). Thus, it can be stated that the notion itself is
not new but the actual perception and application of CSR
concept in business practiceis different.

Nowadays, modern companies realize more and more the
importance of the actua way they perform their business
activities. The result is not the only thing that is important. The
way how it was achieved has the same level of significance.
Sensitivity of customers and stakeholders to these issues is
increasing (Coombs, Holladay, 2015; Dawkins, Lewis, 2003;
Guenster et a., 2011; El Ghoul et. a, 2017; Kim, Krishna,
Danesh, 2019) and in addition, due to the exponential growth of
technologies, they have much easier and instant access to
relevant information about business practices. CSR is not only
avaue added to distinguish the business entity from its
competition but a necessity for survival. Severa studies in the
past aready proved positive relationship of CSR on financial
performance (Anser et al. 2017; Lenz et a., 2017; Lev et a.,
2010; Margolis, Walsh, 2003; Price, Sun, 2017; Ruggiero,
Cupertino, 2018). CSR plays akey role in keeping the business
sustainable, maintaining the competitiveness and general
advancement of companies (Guenster et a., 2011; Lu et. a.
2019). Doing business responsibly and considering its impact is
the way how to develop the business and keep it sustainable also
from the long term perspective. In the contemporary
management practice, the role of sustainable development comes
more into focus and CSR is one of the ways how business can
approach it proactively (Lu, et a., 2019).

Companies are gaining the ability to see CSR not only as
unnecessary expense with no real impact but as a chance to bring
their business to the next level. Perception of CSR as only acost
item that doesn’t bring any sustainable effect and persisting fear
of it (Baumgartner, Ebner, 2010; Hwang, Kandampully, 2015)
is not valid anymore. On the contrary, it can bring many
financial benefits, become crucial element in company strategy,
contribute to risk management and be avauable addition in
building business relationships (Heal, 2005). In order to be able
to fully exploit the benefits of CSR concept, it is crucia to
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understand CSR as abusiness opportunity (Rexhepi et a. 2013)
and make it an integral part of performed activities since the
inital stage. It should be inseparable part of al business
processes. Corporate social responsibility must be away of
doing business and not apartial goal. Proactive approach and
being part of the business strategy is inevitable. Only reacting to
dready emerged situation and mitigating the negative
consequenses of performed business activities - reactive
approach to CSR, is not the ideal way of the implementation of
this concept. Thisway, it has alower chance of exploiting its full
potential.

In the past, majority of research regarding CSR has been targeted
a large companies. However, small to medium enterprises can
have even higher impact due to their number and significance in
the economy (employment or share on GDP). Their sustainable
and ethical practices are less visible but their impact is equally
relevant and meaningful. For this reason, empirical research of
this study was targeted at SMEs. In addition, CSR is till
considered to be adomain of large companies (Jenkins, 2004)
and in addition, there is still lack of empirical data on CSR in
SMEs (Perrini, et a., 2007) — especially in the CEE region that
has been explicitly chosen for this study.

Results of empirical research (Gaborovd, 2020) imply that
innovative SMEs can have very strong CSR awareness including
proactive approach towards its implementation into its business
operations while still not concentrating on performing CSR
activities as such. These relationships between innovativeness
and CSR came out of the statistical analysis of the empirical data
collected via questionnaire survey. Chi-square test confirmed the
existence of the association and its strength was further
confirmed by means of Cramer’'s coefficient (=607, selected
CEE countries Austria, Czech Republic, Slovakia). This
contribution aims to further investigate these relationships and
confirm stated hypotheses by further statistical analysis through
structural equation modelling (SEM).

This article is a contribution to scientific literature at both,
theoretical and practical levels. Firstly, it looks at the issue of
CSR from a different point of view and sees the solution of
effective CSR implementation for SMEs in innovation and not in
application of various models and structured approach in
general. Secondly, article provides empirical data for currently
less researched CEE region — specifically for Austria (AT),
Czech Republic (CZ) and Slovakia (SK).

The rest of this article is organized into four chapters. In the
second chapter, theoretical framework is explained and research
questions and hypotheses are stated. Third chapter explains the
methodology of research and in the fourth chapter, results of the
statistical analysis of the empirical data were provided and
discussed. In the last, fifth chapter of this contribution, main
findings and conclusions are summarized.

2 Theoretical framework and hypotheses

CSR has become an important business agenda over the years
and is continuously developing into a business trend of the
current era with high potential to prevail also for the future. The
question isin which form this will happen. Defensive or reactive
CSR approach is slowly being replaced by more proactive
compliance and managerial CSR in the direction of core strategic
CSR (Middtun, 2009; Zadek, 2004). CSR has to become natural
part of the business strategy and a core competency of top
management. It cannot be ‘just tolerated’ because the company
needs to have socially responsible public image.

2.1 Literaturereview

CSR concepts itself is very hard to define and measure. Results
of the studies attempting to prove the relationships between CSR
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concept and financia performance are still contradictory. Some
proved positive but some studies aso show negative
relationship.

Table 1 Overview of research findings of relationships between
CSR and financial performance

Positive Negative
Year Author relationship relationship No relationship |
1997 Posnikoff v
1997 Wright, Ferris v
1999 Teoh, etd. v
2003 Margolis, Walsh v
2011 Gosding v
2015 Meyer
2017 Answer et a. v
2017 Lenzetal. v
2017 Price, Sun v
2017 Varadajan, Kaul v
2017 Boucquet v
2018 Rugiero, Cupertino v

Source: author’s own

As the empirical research on the relationship between CSR and
financial performance of business entity lacks consistency in the
scientific methodologies results also tend to be quite confusing
and not enough conclusive. According to McWilliams and
Siegel (2000) the methodologies used in the vast majority of
published studies are too weak. Measures of CSR are too vague,
inconsistent and not clearly defined (Wang, et a., 2016). This
raises questions and doubts regarding the concept itself which
could negatively contribute to the perception of CSR by
managers. The fear that CSR might even compromise the profits
isdtill prevalent (Hwang, Kandampully, 2015).

However, there are positive examples seen in the business
practice that imply that it is possible to do business in
responsible way without explicitly concentrating on it and in
addition, also maintain good business results. Companies with
direct proportion between CSR and business results have one
thing in common and that is innovation. It serves as a mediator
or as a driver (Anser, Zhang, Kanwa 2017; Boucquet 2017;
Géborova, 2020; Marin, Martin, Rubio, 2016; Ruggiero,
Cupertino, 2018, Surocca et a., 2010). This assumption takes the
importance of equation innovation = idea + realization into
consideration (Schrage, 2004). Innovation is not what company
produces but what the customers are willing to buy and use.
Innovation takes acrucia role in this process as any business
idea can only be transformed into innovation if it is successful
on the market. CSR cannot be ommitted in this process as both
customers and business stakeholders are nowadays sensitive to
these issues (Tur-Porcar, 2018; Yoo, Lee, 2018). Actual
necessity of innovation and its role in the successful business
leads to the assumption that companies, especially SMEs can
engage in CSR without having a conscious and structured
approach to it.

Ancther contribution to currently prevalent unstructured
approach to CSR in SMEs is the absence of the need to disclose
and report on CSR to such an extent as large companies do. The
less disclosure, the less structured approach is needed. Large
companies, due to its high visibility, stricter legal obligations or
need of reporting and disclosure mostly need to apply different
methodology than small to medium enterprises. SMEs can afford
more flexible approach and can find their own way of CSR
concept implementation easier. Large companies are more
legally bound, since 2018, non-financia reporting has become
mandatory for public interest companies with more than 500
employees (European Commission, Non-financial reporting,
2017). This forces them into more structured methodologies and
a necessity to use pre-defined metrics that can be reported or
benchmarked easily.

SMEs, unlike large companies, have more freedom in getting to
the required results but the requirements on them from
customers or stakeholders are very similar. However, SMEs see
their CSR from different angle and have different nature and
content (Dias et al., 2019; Morsing, Perrini, 2009). What works
for large companies, such as various complicated model

applications, is not suitable for small to medium enterprises.
SME is not a “little big company” (Tilley, 2002) and can
implement the practices of large companies only in different
extent (Morsing, Perrini, 2009). SMEs can engage in CSR in
many different ways with meaningful results. What cannot be
overlooked is the fact that CSR legislation is more directed at
large companies than SMEs which means their motivation for
conducting socially responsible business is driven more by
internal motivational factors than external and the need to bring
visible results for the business itself (Arend, 2014; Moneva,
Hernandez-Pajares, 2018; Nejati, Amran 2009; Santos, 2011).
Research presented in this article, supported by statistical
evaluation of the empirical evidence implies that indeed SMEs
don’t necessarily have to engage in structured CSR activities,
use pre-defined metrics or apply specifically targeted policies
and still achieve good resultsin their CSR.

2.2 Hypotheses

This scientific contribution aims to answer the following
research questions arising from the above mentioned literature
review and assumptions done based on the experience from
business operations of SMEs:

1. Isthere adirect proportion between high CSR engagement
of SMEs and structured approach to it?

2. Do innovative SMEs that use pre-defined metrics engage
morein CSR?

3. Does regular conducting of CSR activities influence level of
CSR engagement in innovative SME?

4. Does implementation of targeted CSR policies significantly
influence level of CSR engagement in innovative SME?

Research was based on the empirical data collected via
questionnaire survey in selected CEE countries, namely Austria,
Czech Republic and Slovakia. This region was selected for
research from few reasons: knowledge of the region and SME
market of the author, lack of empirical data on this topic from
selected countries and recent formation of new geopolitical
cooperation cluster in CEE region called S3 or Slavkov Triangle
(fomed by Austria, Czech Republic and Slovakiain 2015).

Based on the research questions, three hypotheses were formed
in order to validate the necessity of structured approach to CSR
including specificaly pre-defined CSR metrics usage, realization
of CSR activities and implementation of targeted CSR policies.
CSR is considered to originate in large companies as they are
more exposed to attention from both genera public and from the
media (Dias et al., 2017; Jenkins, 2004). Small to medium
enterprises are crucia contributors to the economy. They are
flexible innovators who can help recover the economy especially
in the times of economic crisis. This flexibility helps them to
integrate CSR into their core processes while still having some
drawbacks in PR or reporting of CSR whereas large companies
often exceed the expectations in reporting and promotion but
face difficulties in implementing CSR into many of their core
business processes (Baumann-Pauly, et al., 2013; Lepoutre,
Heene, 2006). Being less effective in promotion of CSR doesn't
mean that it is less effective or meaningful for the wellbeing of
the whole society.

H1: Innovative SMEs can be highly socially responsible despite
applying unstructured approach to CSR.

By validating H1, necessity of structured approach to CSR in
SMEs is to be questioned. Results of statistical evaluation of
empirical data of the initia study (Gaborova, 2020) show that
there is a significant relationship between innovation
performance and CSR of SMEs. However, few exceptions were
discovered. Statistical testing via chi-square and Cramer's
coefficient imply that there is no association between regular
conducting of CSR activities to mitigate social or environmental
impacts of business operations and planning and monitoring of
CSR through pre-defined metrics with innovativeness of SMEs.
Survey was performed in three selected CEE countries (AT, CZ,
SK). Results were collected via gquestionnaire survey consisting

-74 -
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of 47 questions and a final sample was 607 respondents (n=607)
(Géborova, 2020).

This contribution aims to look closer at this issue. Goal is to
verify the implications of previous study and see if the outcome
would be different — if indeed implementation of pre-defined
metrics, usually with the purpose of detailed and extensive
reporting and regular conducting of CSR activities do
significantly influence the relationship of innovativeness and
CSR of SMEs.

H2: Correlation between innovativeness of SME and conducting
CSR activities is low.

The goal of confirming the second hypothesis is to prove that
innovative SME can demonstrate high CSR engagement also
without having to conduct specific CSR activities, mostly with
the purpose to mitigate the impacts of their business operations
on either environment or social impacts on the community where
the enterprise operates. Moreover, confirming H2 is supposed to
demonstrate the need of the CSR to be included in the strategy
and that a successful and innovative enterprise has socially
responsible way of doing business incorporated into their nature
— core values and business strategy.

H3: There is no need for innovative SME to apply specific CSR
policies in order to have high CSR engagement.

Companies tend to apply various policies with regards to CSR
such as anti-corruption policies, procurement policies or
implementing code of conducts. Confirming H3 is supposed to
show that for innovative SMEs with CSR incorporated in their
business strategy, implementing special CSR policies can be
obsolete.

Figure 1 Illustration of hypothesis development

( SR activities

Structured approach

Source: author's own
3 Methodology of research

Getting reliable and trustworthy information on both CSR and
innovation is not easy. In SMEs, it is even more problematic as
they are not disclosing such a level of information as large
companies do. For this reason, questionnaire survey was chosen
as the most feasible method of collecting empirical data. For
sure, surveys have its limitations, such as non-response,
insufficient knowledge of the studied subject by respondents,
clarity of questions, cultural differences of respondents in
researched countries, truthfulness or relevance of the
respondent's answers. However, despite these limitations,
questionnaire survey has been considered as the most
appropriate method of data collection for the purpose of this
study.

3.1 Questionnaire

Questionnaire consisted of 47 questions divided into four main
sections. Section A — General (subject identification, questions
1-5), section B — Innovation (questions 6 — 21), section C — CSR
(questions 22 — 44) and section D — Enterprise maturity
(questions 45 - 47). Section B, C and D (all questions besides
subject identification questions) were measured by Likert scale
with five points, namely: 1 strongly disagree, 2 disagree, 3
neutral, 4 agree, 5 strongly agree.

Questionnaire attempts to cover all important topics on
innovation, CSR and enterprise maturity so that the collected
data are able to provide clear and structured input that can be
further statistically evaluated.

3.2 Sample selection and data collection

Validity of the questionnaire was tested in a pilot study on a
sample of 30 respondents (randomly selected from all three
countries) that were excluded from the final sample. After the
initial quality test of the questionnaire, only minor changes were
done.

Questionnaire was distributed to the managers of randomly
selected SMEs in three selected CEE countries — Austria, Czech
Republic and Slovakia. Final sample consisted of 607 responses
(n=607).

Table 2 Structure of respondents (n=607)
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wn T
Austria 143 70.79 59 2921 202
Czech 140 69.31 62 30.69 202
Republic
Slovakia 145 71.43 58 28.57 203
Total 428 70.51 179 29.49 607

Source: author's own

Responses were collected during the six months period between
January and June 2019. Survey has been targeted at small to
medium enterprises. Due to insufficient complexity of CSR
activities necessary for the purposes of this research, micro
enterprises with 0 to 9 employees were excluded.

As for the structure of respondents in terms of industry, nearly
all industries were covered (based on NACE coding), however,
vast majority came from the manufacturing field, wholesale and
retail, trade; repair of motor vehicles and motorcycles and
information and communication industries.

Table 3 Structure of respondents - industry

Industry Plercentilge‘of Plercentgge flf Percer: tagf of
CAT cz o SK

Manufacturing 22.8% 22.3% 25.1%
Wholesale and retail

trade; repair of
motor vehicles and 20.3% 20.8% 24.1%

motorcycles
Information and
communication 12.9% 11.4% 13.3%

Source: Gaborova, 2020
3.3 Statistical Analysis of empirical data

In order to statistically evaluate empirical data structural
equation modelling (SEM) was used. This technique was chosen
as a method of analysis of structural relationships between pre-
set variables and constructs. It offers certain level of flexibility
that was necessary for the purposes of this article — to test the
suggested model (Hooper, et al. 2008; Kline, 2005).

Statistical analysis of collected empirical data from three
countries of CEE region was processed in R software
environment.

4 Results and Discussion

In order to validate three stated hypotheses, structural model was
created and evaluated. Structural model was built based on the
questionnaire, specifically on questions from sections B, C and
D, as section A primarily serves for subject identification. The
same model is used for statistical evaluation of empirical data in
all three researched countries — Austria (AT), Czech Republic
(CZ) and Slovakia (SK).
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Model consists of three main constructs. innovation-oriented
CSR, proactive innovation and innovation management.

Four items were excluded from the model (three from the first
construct, one from the second construct) due to low loading
values. Those were specifically items — Q12 (innovation culture
tolerating failure), Q33 (CSR activities mitigating impact of
business activities on local community), Q37 (CSR activities
mitigating impact of business activities on the environment) and
Q42 (predefined metrics usage). These items showed very low
loading values (Q12: 0.539, Q33: 0.434, Q37: 0.385, Q42:
0.396). Item Q44 (anticorruption policies) was excluded as
correlation between variables Q44 and Q43 (internal code of
conduct) was nearly 1.0.

In the first step, quality of model fit has been evauated. Chi-
square/degrees of freedom with values less than 2 (Tabachnick
and Fidell, 2007) show good fit, Comparative Fit Idex CFl and
Tucker-Lewis Index TLI greater than 0.95 demonstrate very
good fit (Hu and Bentler, 1999). CFl index is used by many
authors in structural eguation modelling as it is affected by
sample size the least (Fan et a., 1999; Hooper et a. 2008).
RMSEA has values lower than 0.05 which supports the validity
of the created model. Cut-off value for considering a good fit is
set at 0.06 (Hu and Bentler, 1999). To be able to state a good fit
of the model SRMR should be lower than 0.08 (Kline, 2005).

It can be stated that the model is good fitting and consistent with
the data — conditions as described above were met. Table 4
consists of datarecommended by Kline (2005).

Table 4 — Quality of model fit

Country AT cz K
Chi-square/ Degrees of freedom 1.493 1.277 1.580
Comparative Fit Index (CFl) 0.996 0.998 0.984
Tucker-Lewis Index (TLI) 0.995 0.998 0.984
RMSEA 0.050 0.037 0.054

90% confidence interval for RMSEA - lower 0.043 0.029 0.047
90% confidence interval for RMSEA - upper 0.056 0.045 0.060
Size of confidence interval for RMSEA 0.013 0.016 0.013

P value (HO: RMSEA<=0,50) 0.542 0.998 0.174
SRMR 0.034 0.028 0.052

Source: author's own — based on empirical research

Validation of the intensity of influence of an item (question of
the questionnaire) on the construct was performed as the next
step. As it can be seen from table 5, al values are > 0.7
(recommended value by Hooper et. a. 2008), which is a
minimum required absolute value so that the influence of an item
on a construct can be considered as positive and valid.

Table 5 Intensity of the influence of items on constructs

Loading
Construct Item AT cz SK
Innovation-
oriented CSR
Q19 Process innovation 0950 0935  0.853
Q0 Vaueasoddedwith 938 937  (g62
process| nnovation
Q21 Marketing innovation 0.866 0.844 0.566
Q22 Sustainability 0.958 0.970 0.920
Q23 Transparency of 0926 0869 0820
supply chain
Q24 Transparency of 0944 0893 0.884
procurement process
Q25 Effectivity of risk
management 0.812 0.907 0.702
Q26 Impact on locd 0976 0943 079
community
Q27 Employee satisfaction
and loyalty 0966 0960  0.901
Q28 Customer satisfaction 0.937 0.949 0.933
and loyalty
Q29 Adherence to health
and safety regulations 0924 0931  0.859
Q30 Open and responsible 0.971 0.944 0.910

communications
Q31 Taent management 0.909 0.921 0.819
Q32 Diverse workforce 0.930 0.939 0.678
Q34 Environmental impacts
of products/services 0950 0959  0.866
Q35 Adherenceto
environmental regulations 0904 0908 0852
Q36 Environmental impact
of innovation activity 0927 0967 0911
Q38 Integration of
sustainable practices into 0927 0960 0884
strategy
Q39 CSR as part of the
organizational culture 0oy 0 QR
Q40 Mission, vision, values  0.939 0.944 0.906
Q41 CSR as part of
organizational strategy GEw @y @uB
Q43 Interna code of 0.882 0915 0583
conduct
Q45 Business model 0919 0930 0.905
Q46 Profitability 0974 0962  0.860
Q47 Business strategy 0.959 0.950 0.889
Proactive
innovation
Q6 Business model
—— - 0862 0.856  0.705
Q7 Frequency of business g5 g o762
model innovation
Q11 Involvement of top
management on innovation Ges2 Qe @S
Q13 Introduction of new 0973 0.960 0.902
products
Q14 Significance of new
products introduction GeEs Qe @R
Q15 Increasein sales 0.996 0.964 0.900
Q16 R&D expenditure 0.867 0872 0.845
Q17 R&D investments vs.
revenue 0842 0863 0801
Q18 Innovation with
respect to society and 0.978 0.954 0.950
environment
Innovation
management
Q10 Idea management 0.845 0.933 0.789
Q8 Open innovation 0.898 0927  0.950
Q9 Business collaboration 0.993 0.875 0.645

*Values of al loadings are statistically significant (p-values of
test statistics are 0.000) at the significance level alpha= 0.05
Source: author's own — based on empirical research

Those loading values that are closest to 1 can be considered as
the highest. All loading values in the model used in this article
are positive which means they significantly impact the
corresponding constructs. If negative values would also emerge,
absolute value of loading would be taken into consideration. In
this study that was not the case.

Overdl, it can be stated that the results are considerably
homogenous, especially for Austria and Czech Republic.
Slovakia has slightly lower loading values in genera but thereis
no significant deviation in the pattern what has been crucia for
the purposes of this research.

When taking closer look at the loading values of the first
construct, innovation-oriented CSR, the highest values, meaning
the strongest influence of an item on the construct can be seen in
the area of process innovation and in the added value associated
with the process innovation (Q19, Q20), sustainability (Q22),
impact on loca community (Q26), employee and customer
satisfaction and loyalty (Q27, Q28), open and responsible
communication (Q30), profitability (Q46) and business strategy
(Q47). High, and interestingly homogenous loading values can
aso be seen in the area of CSR being part of the organizational
culture (Q39), mission, vision, values (Q40), CSR as part of the
organizationa strategy (Q41) and the business model (Q45).

On the other hand, lower values can be seen in all tested
countries in the area of marketing innovation (Q21), risk
management (Q25) and internal code of conduct (Q43). Those
are seen based on the results of the dtatistical analysis as
marginal activities that SMEs in the tested CEE region do not
consider to be crucial for their business operations and results.
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When taking closer look at the second construct — proactive
innovation, involvement of top management on innovation
(Q11), introduction of new products and its significance (Q13,
Q14), increase in sales (Q15) show the highest level of intensity
of influence. On the other hand, R&D expenditure and its impact
on revenue (Q16-17) show lower level of intensity. The answer
to this could be the third construct — innovation management,
where it can be seen that SMEs put the highest emphasis on open
innovation as innovating via open innovation rather than own
investments into R&D is more flexible, faster and more cost
efficient. What is very interesting, is the gradual drop of
influence of the item Q9 — business collaboration. The highest
intensity of influence of this item on the third construct can be
seen in Austria (0.993). In Czech Republic, it is slightly lower
(0.875) but can still be considered as significant. However,
loading value of this item in Slovakia fell down below the cut-
off value 0.7, it is only 0.645. This could be explained by the
maturity of the markets itself and still prevailing competitive
rather than collaborative way of doing business in the post
communistic countries (Czech Republic and Slovakia). Proving
the significance and validity of these relationships leads to a
conclusion that the areas of innovation and CSR are two strongly
interconnected fields, especialy in SMEs where the single
business aspects have to be more in line with each other and the
structure as such is very fragile. Especidly, at the times of
economic crisis SMEs can be more vulnerable (Kolasa et a.
2010; Ferrando et al. 2014), however, there are certain studies
that show contradictory results and see the SMEs as the ones
who can possibly grow and move the economy (Moscarini,
Postel-Vinay 2012). Time will show how the upcoming crisis
will affect SMEs and if their importance in the economy proves
to be crucid. Nevertheless, innovation and CSR will remain
crucia topics and inevitable core competencies for SMEs to
remain competitive. In the next step of the statistical analysis of
empirica data, reliability analysis confirmed the homogeneity of
the constructs (see table 6).

Table 6 Reliability analysis

Factor Items AT cz SK
Reliability of the Reliability of the Reliability of the
q factor factor factor
Il:)r;?e\:‘a:tgn (Cronbach’s (Cronbach’s (Cronbach’s
CSR alphafor the alphafor the alphafor the
construct 0.99) construct 0.99) construct 0.99)
Q19 0.99 0.99 0.97
Q20 0.99 0.99 0.97
Q21 0.99 0.99 0.97
Q22 0.99 0.99 0.97
Q23 0.99 0.99 0.97
Q24 0.99 0.99 0.97
Q25 0.99 0.99 0.97
Q26 0.99 0.99 0.97
Q27 0.99 0.99 0.97
Q28 0.99 0.99 0.97
Q29 0.99 0.99 0.97
Q30 0.99 0.99 0.97
Q31 0.99 0.99 0.97
Q32 0.99 0.99 0.97
Q34 0.99 0.99 0.97
Q35 0.99 0.99 0.97
Q36 0.99 0.99 0.97
Q38 0.99 0.99 0.97
Q39 0.99 0.99 0.97
Q40 0.99 0.99 0.97
Q41 0.99 0.99 0.97
Q43 0.99 0.99 0.97
Q45 0.99 0.99 0.97
Q46 0.99 0.99 0.97
Q47 0.99 0.99 0.97
Reliability of the Reliability of the Reliability of the
factor factor factor
Proactive (Cronbach's (Cronbach's (Cronbach's
innovation alphafor the alphafor the alphafor the
construct 0.97) construct 0.97) construct 0.94)
Q6 0.96 0.97 0.94
Q7 0.96 0.97 0.94
Q11 0.96 0.97 0.94
Q13 0.96 0.96 0.94
Q14 0.96 0.96 0.93
Q15 0.96 0.96 0.93
Q16 0.96 0.97 0.94
Q17 0.96 0.97 0.94
Q18 0.96 0.96 0.93
Reliability of the Reliability of the Reliability of the
factor factor factor
Innovation (Cronbach’s (Cronbach’s (Cronbach’s
management alphafor the alphafor the alphafor the
construct 0.91) construct 0.91) construct 0.81)
Q10 0.89 0.89 0.69
Q8 0.87 0.84 0.74
0.84 0.90 0.78

Qo
Source: author's own — based on empirical research

Cronbach’s alpha for each item is smaller than Cronbach’s alpha
for the construct. To make the model valid, values of Cronbach's
alpha for each item has to be lower than values of Cronbach’s
apha for the corresponding construct. If this condition wouldn't
be met, item would have to be excluded so that the functionality
of the model is reached.

Table 7 Reliability — Cronbach's Alpha

Construct AT cz SK
Innovation oriented CSR 0.99 0.99 0.99
Proactive innovation 0.97 0.97 0.94
Innovation management 0.91 0.91 0.81

Source: author's own — based on empirical research

Values of the constructs are higher than 0.9 besides innovation
management construct for Slovakia (0.81 — see table 7). These
values of Cronbach's alpha can be considered as high what
proves the reliability of the model.

AVE is the average of square roots of loadings of items within
the factor. Vaues of AVE should be higher than 0.5. Asit can be
seen from table 8 — condition was met. Each AVE value for al
three researched countries have values higher than 0.5.

Table 8 Convergent validity AVE

Construct AT CzZ SK
Innovation oriented CSR 0.8622 0.8713 0.7136
Proactive innovation 0.8351 0.8312 0.7206
Innovation management 0.8357 0.8320 0.6473

Source: author’s own — based on empirical research

Correlation among constructs defined in the model — Innovation
oriented CSR, Proactive innovation and Innovation management
are high (see table 9) and significant at the level of significance
apha 0.05 (p-values 0.000).

Table 9 Correlation coefficients

Correlation
Country AT Ccz SK
Innovation oriented CSR
Proactive innovation 0.949 0.977 0.912
Innovation management 0.899 0.937 0.862
Proactive innovation
Innovation management 0.942 0.949 0.903

Source: author's own — based on empirical research

These correlations demonstrate the valid and significant
dependence of the two areas — innovation and CSR and further
confirm the assumption stated in this study that innovative SMEs
can be highly aware and engaged in CSR without explicitly
concentrating its business resources on it and implementing
some kind of structured approach as it can be seen in large
companies. Thus, H1: Innovative SMEs can be highly socially
responsible despite applying unstructured approach to CSR can
be considered as supported.

Second hypothesis, H2: Correlation between innovativeness of
SME and conducting CSR activities is low can aso be
considered as supported as items Q33 and Q37 measuring
significance of regular conducting of CSR activities with the
purpose of mitigating negative impacts of business activities on
either community or environment and pre-defined metrics usage
Q42 were excluded from the model due to low loading values
(Q33: 0.434, Q37: 0.385, Q42: 0.396). Such low vaues mean
there is significant impact of these items on the corresponding
construct of the model.

Similar reasoning was used to confirm the third hypothesis. H3:
There is no need for innovative SME to apply specific CSR
policies in order to have high CSR engagement. Item 44 (Q44)
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was excluded from the model as correlation between variables
Q44 and Q43 was nearly 1.0. Item Q44 anti-corruption policies
and item Q43 internad code of conduct have very high
correlation — meaning topic of anti-corruption is already covered
by internal code of conduct. Having a closer look backwards on
the first construct (Q43), loading values for this item are among
the lowest. For Austria, it has one of the three lowest values, for
Slovakia it even got below cut-off value of 0.7 (only 0.583). In
the Czech Republic, loading value could be considered high
enough (0.915) but it is still the 5" lowest out of 25 itemsin the
first construct. For the abovementioned reasons, H3 can be aso
considered as confirmed.

Table 10 — Summary of results of hypothesis testing

Hypothesis Result

High correlation coefficients among all three

H1 Supported
constructs of the model.

Items measuring explicit CSR activities were

H2 Supported )
excluded due to low loading values.
Item measuring implementation of special CSR
H3 Supported policy and implementation of internal code of
conduct were proved to be less significant.

Source: author’s own
5 Conclusion

SMEs have aunique status in the economy of any state. In the
studied CEE region (Austria, Czech Republic and Slovakia) they
represent more than 99% of all existing enterprises, create more
than 80% of jobs and are substantial contributors to GDP.
However, their nature itself is dightly different than those of
large companies. They are more flexible but also more fragile to
turbulences on the market so their approach and way of doing
business aso has to be different. Whatever works for large
companies doesn't have to work for SMEs. They need easy,
straightforward and effective solutions for al the areas of the
business. CSR is not an exception. Setup of complicated models,
implementation and development of pre-defined metrics, vast
reporting and in general, structured approach to CSR might be
an asset but is very costly and time consuming, thus, can be
considered as ineffective for SMEs who usually have neither the
resources nor the time to apply it. However, this doesn’t mean
SMEs cannot be comparably responsible business entities.
Consequently, route of SMEs to sustainable and responsible
business doesn't lead via complicated models but through
innovation.

In order to stay competitive and survive on today's demanding,
turbulent and ever changing markets, SMEs have to be
innovative. Thereis no other choice. Innovation can only work if
the equation Innovation = ldea + Readlization (Schrage, 2004) is
kept. Only such aproduct or service can be considered an
innovation that market (customers and stakeholders) will accept.
The pressure from customers and stakeholder on CSR is
increasing. The result still remains important but the way of
achieving it is not left behind (Guenster et al., 2011; El Ghoul et.
al, 2017; Kim, Krishna, Danesh, 2019).

Innovation and CSR are two interconnected variables that cannot
exist one without another. As shown by statistical analysis of the
empirical data in this study, innovative SMEs don't need to
explicitly concentrate on CSR — its specific activities, policies,
metrics, reporting or code of conducts. The answer for SMEs is
in the business strategy, innovation and sustainable business
model. Thisway, CSR can be strategic in its core and what is the
most important, also proactive not just reactive. In the upcoming
potentially deepest economic crisis in human history, thiswill be
even more true. Innovation will be thekey for survival more
than ever before. Implementation of CSR via innovation and
innovating via CSR might bring SMEs who are very fragilein its
nature more resilience, more potential business opportunties,
offer more flexibility to industries and lead to amore
collaborative business environment.
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