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[bookmark: _Hlk58312398]Small and Medium Sized Enterprises (SMEs) are frequently misunderstood from a corporate social responsibility (CSR) perspective. Either SMEs appears to have very little written CSR policies/procedures leading to the assumption that they behave unethically; or, for SMEs with long term visions, conduct various CSR at the expense of the company, thus they behave ethically to achieve competitive advantage over their competitors. CSR is becoming a key discussion subject on management agenda, influenced by the hype of the media, growing awareness of CSR from the public and potential benefits of implementing and promoting CSR within organisations. 
Key factors emerged from the research include the critical ethical leadership role played by the SME owner, the balance between CSR and profit, and the importance of sustaining an 'ethical' brand/reputation for the business. A case study based on a SME illustrated the ethical values and beliefs of the business and its owner with evidence gathered from interviews, observation and documentary analysis adding depth to the research. Conclusions are inconclusive given the SME research limitations, however recommendations include the need to implement further formal documentation, reviewing current and future CSR and to sustain the commitment to CSR in the long term. 
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[bookmark: _Toc324231135]1.0 Introduction
[bookmark: _Toc324231136]1.1 Introduction
Over the decades, the core fundamental of businesses has been to make money. However in the 21st century the manner in which businesses conduct themselves raises the question of ethical behaviour (Crystal, 2011). Good Governance Program (2004) explain that 'the profit motive of business is understood and accepted, however society does not accept it as an excuse for ignoring the basic norms, values, and standards of being a good citizen'.  Society is starting to raises its voice in anger and frustration over the decline and lack of ethical standards. Furthermore Mahdavi (2009) states that 'the perception of many corporate organisations of their unethical business behaviours has emerged to the public over the last few years with their misleading practices, e. g. Enron, Arthur Andersen and WorldCom'. 
The media, public and organisations has long debated such unethical things should never happens again in the future and that something must be done. Business Roundtable Institute (2007) argues that 'many leading businesses no longer debate the legitimacy of the role and importance of ethics; rather, they are forging ahead, finding new ways to put ethics into practice'. Mahdavi (2009) states that the 'need for proper ethical behaviour within organisations has become crucial to avoid possible lawsuits and prevent damaging their brand/image'. With increasing urgency, market and social forces are rewriting the roles and responsibilities of business; modern businesses are expected to be responsible stewards of community resources working toward the growth and success of both their companies and their communities. (Good Governance Program, 2004)
Moreover, Sullivan (2009) discusses that 'ethics underlies much of business behaviour, whether it is at the board or staff level and regardless of a company’s geographic location, size, or industry'. While ethics underlies much of what we do, the actual ethical performance of individuals and the companies which they represent differs among and between countries often significantly; and these variations can in large part be explained by the differences in political, economic, and social institutions (Sullivan, 2009).
[bookmark: _Hlk58313695]The research conducted in the study focused mainly on a Small-Medium Business, namely ‘Burns Pet Nutrition’ (BPN), which is situated in a rural area of West Wales. Although BPN is not a huge organisation to research, it does provide an insight on how ethics develops within an organisation and how it mature into standards/guidelines as it gradually becomes a bigger corporation.
Ethics in general has always been a big area for debate and discussion. It is a vast topic within itself and is described in various forms by academic scholars within the domains of management ethics, corporate social responsibility, morals, philosophy and even the very basic of what is right and wrong. However the proposed research is more focused towards ethics in management for businesses but more specifically, SME’s. Large corporate organisations have their own sets of rules and guidelines of moral/ethical behaviour and decision-making which everyone should follow, however SMEs are different. Admittedly, most SMEs do not have clear ethical guidelines within their organisations except for what is dictated by society, which leads to management deciding for themselves what is morally right or wrong. A research into how they arrive to their decision-making is an intriguing subject to look into and it can perhaps give a better understanding of how much ethics are involved within organisations.
In recent years, ethics within the commercial world are becoming a key issue for consumers; some businesses are based on ethical principles such as ‘The Body Shop’ who made their business very successful based on products ‘Against animal testing’. However, this is an image conveyed by the business and it can be argued that it is more about corporate branding/image for consumers to see. The proposed research is to look deeper and develop an understanding within the organisation (BPN) on how ethics plays a key role for owner and management and how it influences the running of the business.
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[bookmark: _Toc324231137]1.2 Research Aims and Objectives
The study aims is to identify, evaluate and analyse the ethical role played by an SME’s entrepreneur, owner manager or lead manager, the power of stakeholder pressure and the regulatory/enforcement relevant to specific industries.
[bookmark: _Toc304470997]Objectives:
The purpose of this study is to:
· Identify and evaluate key philosophers on ethics.
· Evaluate and analyse the works of academic authors on CSR and their points of view.
· Identify and evaluate Corporate Social Responsibility and SME ethics 
· Develop a case study of Burns Pet Nutrition to evaluate the key findings of the literature review in consideration.
· Propose recommendations designed to encourage good management, ethical behaviour and ethical organisation guidelines.

[bookmark: _Toc324231138]1.3 Working Definition of Terms
[bookmark: _Toc324231139]1.3.1 Ethics and Morals
The Oxford Dictionary Online (2011) defines ethics as:
'Moral principles that govern a person’s behaviour or the conducting of an activity'
Ethics and morals are often confused as having the same meaning however they are slightly different. ‘Morality’ is a difficult concept to be defined and explained as stated by Singer (1973). The author goes on to  explain that the term is used in many different ways at different times and by different people, suggesting that ‘morality’ is such an indistinguishable word that its meaning can vary slightly from its original definition depending on the context, era and the author’s perspective. 
Dictionary.com (2011) defines morals as:
'Concerned with or relating to human behaviour, the distinction between good and bad or right and wrong behaviour'
The definition of these two terms is very debatable and can be argued by many people however for this research, a simplified working definition will be used: 
· Ethics – Behaviour/conduct within a society/group
· Morals– Behaviour/conduct within an individual
[bookmark: _Toc324231140]1.3.2 Business Ethics and Corporate Social Responsibility
Business ethics and corporate social responsibility are linked to each other and are inter-changeable however their meanings differ slightly. Weiss (2008) defines Business Ethics as that which 'requires reasoning and judgement based on both principles and beliefs for making choices that balance economic self-interests against social and welfare claims'; whereas Foley & Jayawardhena (2001) defines Corporate Social Responsibility as 'good corporate citizenship or the acknowledgement by businesses that they need to understand and manage the business’s wider influences on society for the benefit of the company and society as a whole'. The authors are saying that business ethics is a balance between the business and various entity where as CSR is a benefit to the company and society.
The Corporate Social Responsibility and hybrid concepts will be discussed more fully in Chapter 2.
[bookmark: _Toc324231141]1.3.2 Small-Medium Enterprise (SME)
The European Commission report (2003) defines SMEs as 'enterprises which employ fewer than 50 persons and whose annual turnover or annual balance sheet total does not exceed 10 million euro. Micro enterprises are defined as enterprises which employ fewer than 10 persons and whose annual turnover or annual balance sheet total does not exceed 2 million euro'.
[bookmark: _Toc322878310]Figure 1 Definition of SMEs (European Commission, 2003)
	Enterprise Category
	Headcount: Annual Work Unit (AWU)
	Annual Turnover
	Or
	Annual Balance Sheet Total

	Medium-Sized
	< 250
	≤ € 50 Million
	≤ € 43 Million

	Small
	< 50
	≤ € 10 Million
	≤ € 10 Million

	Micro
	< 10
	≤ € 2 Million
	≤ € 2 Million







[bookmark: _Toc324231142]2.0 Literature Review
[bookmark: _Toc324231143]2.1 Introduction:
The depth of research and other literature on the research topic is overwhelming. The greatest difficulty encountered was how to limit the review without leaving out key information for this research. There has been much literature explaining what motivates human behaviour in businesses and their ethical conduct. Although previous works cover a wide variety of such topics, this review will focus on three major themes. These themes are: philosophers and their theories, business ethics/corporate social responsibility, and management ethics. The content presents these themes in a variety of contexts, whereas this literature review will primarily focus on reasons and forces that determine management decision-making in the workplace.
[bookmark: _Toc324231144]2.2 Philosophers & Morality
[bookmark: _Toc324231145]2.2.1 Background:
How human beings should behave has always been a curious subject of research and over the centuries, various people have tried to explain it in some form, philosophers such as Plato, Aristotle, Kant and Mill. Yet, there has been no general consensus on how humans should behave. 
Greene (2003) discusses that 'philosophers have long recognised that facts concerning how people actually think or act do not imply facts about how people ought to think or act, at least not in any straightforward way'. White (2011) describes ethics and morality as society praises or rewards people that do good things and it blames people that do bad things. But the author goes on to argue that not all people that possess mentality are morally responsible. White (2011) gives the example that 'society does not hold young children responsible for their behaviour, but as they get older society does not tend to hold them more responsible, nor do we hold persons that have a ‘cognitive or defect’ responsible for their actions'. Despite society’s views on human accountability, it generally does not hold animals morally responsible for their behaviour.
The introspection of every person is constantly judging their own behaviour and that of their peers. Nolan (2010) simply describes how people who approve of their own acts call them 'right' or 'good' and acts which are condemned are 'wrong' or 'evil'. However, such a simple description by Nolan does raise many questions, such as what is good or bad? How do we define it? How do you judge what is good or bad? And why do people need to behave moral or immoral? 
There have been many philosophers who have tried to answer these questions and to express their opinions, experience and their teachings to society. It is debatable whether of them has succeeded in answering all of these questions regarding ethics and morality, although it can be agreed that philosophers have helped to develop a better understanding of such a difficult area of study. 
Various thinkers have their own philosophy; however within this study there are three key areas to be reviewed:
· Virtue Theories
· Deontological Theories
· [bookmark: OLE_LINK10][bookmark: OLE_LINK11]Consequentialist/Utilitarianism Theories
[bookmark: _Toc324231146]2.2.1 Virtue Theory:
Many philosophers were from ancient Greece such as Socrates, Plato and Aristotle. All three have similar ideas which can be classed as virtue theory however each has their own interpretation of how ethics can be applied to society.
Socrates was one of the earliest people to raise the fundamental of questions of ethics (Norman, 1998, p.11). The author goes on to state some of the questions Socrates raised, 'What is Piety?', 'What is courage?' and 'What is moderation?'. Socrates believed that if one knows what the good is, one will always do what is good; thus if one truly understands the meaning of courage, self-control, or justice, one will act in a courageous, self-controlled and just manner. Consequently, all vice, then, must be due to ignorance. Russo (2010)  explained that even the person who performs the most heinous acts imaginable always thinks that he is doing them for some good reason therefore this is morally good based on Socrates’ interpretation.
Despite his claim of knowing little, it is evident that Socrates possessed in-depth knowledge of this subject. He stated that 'it is good to follow the good', 'it is good to follow orders' and 'the greatest way to live is to philosophize' (Bihan, 2008). Socrates fails to question his own philosophy and assumptions, in the same manner as he did to his peers. It can be suggested that Socrates discredit other peers’ philosophy and draws his own thus making his more believable than others.
Plato, another Greek philosopher and a student/follower of Socrates; and many of his philosophical ideas are similar to. Norman (1998, p.12) explains that key ideas from Plato’s work-‘The Republic’ are put into the mouth of Socrates. The author debated whether 'these ideas represent the philosophy of the historical Socrates, or the philosophy of Plato?'.
Mackenzie (1985) explains how Plato tries to tie happiness with virtues and that what 'people really desire is happiness; anything that people appear to desire which turns out badly for them is not the object of their real desire, they did not really want it; thus desire is for true happiness; and any falling short of that goal may be explained in terms of our having made a mistake about our objectives'.
Platonic philosophy linked happiness and virtues with the three parts of the soul (reason, spirit, appetite) within every individual and the order and harmony inside the soul controls/dictates each individual action. Iwata (2011) describes it as 'some sort of civil war between these three elements by one part of the soul against the whole'. It can be suggested based on Plato’s view that morals are not with external right acts but with internal right states of mind. Debatably, Platonic philosophy is leaning more toward psychology and the internal workings of the human mind. 
Aristotle continued Plato works as one of his student and later in life became the teacher of Alexander the Great. According to Hsieh (2002) Aristotle argues that happiness (or well-being) is 'the chief good of human life, as it alone is always desirable in itself and never for the sake of something else'. This implies that Aristotle follows his teacher (Plato) philosophy with regards the connection between happiness and virtue. Ward (2010) discusses that Aristotle see 'virtue as an internal motion of the soul that culminates in an external action of the body'.
Macintyre (1967) claimed that Aristotle’s ethics are little more than 'a list of characteristics that should be exhibited by an upper class Greek male in 350BC'. This seem to suggests Aristotle philosophy is prejudice to other part of society and raises questions on his philosophy as a whole on how it applies to other classes of society. 
Virtue ethics applies to SMEs, as the overall ethics of a business tends to be dictated by the owner’s morals and beliefs. If the owner believes what is good, the business will always do ‘good’ deeds although one can argue that the owner’s definition of what is good could be different to society’s and may in some cases be considered as unethical by society. Virtue theory also suggests that the owner’s vice must be due to ignorance and may never be resolved unless he/she truly understands the meaning of ‘good’ which could be costly to the business if it affects the reputation/goodwill of the business. 
One side of the debate is that consumers will stop buying products or services from the business if society frowns upon the actions of an owner/business. On the other hand, it could be advantageous if consumers recognise that the owner is abiding by his own principles and beliefs rather than yielding to social pressure, thus creating a unique selling point for the business. Nasurddin & Bustami (2007) explain that 'accordingly, in-line with the moral philosophy prescribed in virtue ethics, business organizations which are driven by the desire to strengthen and promote a more ethical brand, do so, with a conscience towards nurturing habitual social responsible actions that continuously build upon an image which coincides with a particular positive state of character or a positive character trait'.
An owner’s happiness is linked to behaving ethically and the three parts of the souls which control and rationalise the individual can be related to the owner’s personality, life experience and intelligence that have an influence on him/her which in turn determines the overall SME ethical conducts. In contrast, this approach in the business world can be considered as selfish and does not necessarily mean that the business has a corporate social responsibility to society compared to deontological and utilitarian theories. Virtuous SME owners will dictate virtuous organisations and their behaviours or will be the complete opposite if the owners are non-virtuous within this philosophical perspective. For example, if an owner is virtuous the employees will treat and respect the customers as they would to their owner while consequently if the owner is non-virtuous, employees will show disrespect and provide poor services to the customers. 
Virtue ethics can be best described as characteristics or a driving force for ethical behaviour rather than rules (deontology) or acting in order to bring about good consequences (consequentialism). 
[bookmark: _Toc324231147]2.2.2 Teleological/Deontological Theories:
The principles of the deontological theory are based on the rightness or wrongness of an act judged on the basis of the degree to which the act complies with existing principles, laws, norms, and rules (Lammers & Stapel, 2009). Staveren (2007) describes deontological ethics as 'following universal norms that prescribe what people ought to do, how they should behave, and what is right or wrong;  a morality of principles, not of consequences'. The most famous philosopher concerning deontological theory is Immanuel Kant in the eighteenth century. Kant et al. (2005) states that 'morality is not based on a sense of right and wrong, but on a sense of duty'.
Lammers & Stapel (2009) give an example that if someone steals a bike, it is immoral because it violates the principle that one should not steal. The authors explain that in deontological ethics, 'an act is inherently right or wrong, irrespective of specifics of the circumstance'.
According to McCormick (2005), in Kant’s view, 'the sole feature that gives an action moral worth is not the outcome that is achieved by the action, but the motive that is behind the action'.  Kant maintains that doing your duty is the only thing which ethics requires, it requires that it be done because it is your duty, and not because it coincidentally happens to be what you wanted to do anyway (Kitson & Campbell, 1996). The categorical imperative is Kant’s famous statement of this duty: 'Act only according to that maxim by which you can at the same time will that it should become a universal law' (McCormick, 2005). Arguably, Kant did not fully explain or give a clear definition of what is ‘duty’. He believed that people could work out what their ‘Duty’ is from within themselves however Kant does not seem to consider that people’s minds could be flawed.
However McNaughton & Rawling (2007) tries to explain their view on Kantian ‘duty’ by stating 'many people believe that not only are we permitted to do more for those close to us, but we are often required to put their interests first'. The authors discuss that 'we owe things to those with whom we have special relationships – such as our friends, colleagues and family members – that we do not owe to strangers. Our own children, for example, have a claim on our attention and resources that other people’s children do not'.
According to BBC.co.uk (2011), deontological ethics sets absolute rules and the only way of dealing with cases that don't seem to fit is to build a list of exceptions to the rule. Copp (2005) supports this by explaining that 'deontologists characteristically hold that we must not harm people in various ways such as do not lie, kill innocent people, or torture anyone. These prohibitions constrain us in what we may do, even in pursuit of good ends'. It can be argued that deontological ethics is not interested in the results; however it can lead to courses of action that produce a reduction in the overall happiness of the world and that it doesn't deal well with the cases where duties are in conflict.
Heitchelbech (2007) discusses that the advantage of the deontological theory is its intuitive appeal, as many people expect morality to concern principles and obligations. According to Alexander & Moore (2008), 'deontological ethics allow people to stay very consistent because they would perform an act in practically the same way each time they satisfy their obligation. In addition, followers of deontological ethics often place their duties or priorities on family, friends, or other people they are very familiar with'. 
SMEs tend to follow the deontological theory due to complying with legalisations and industry regulations; although it is debatable if SME’s would follow these rules if they were not forced upon them. The Financial Services Authority’s (2007) research concluded that over a third of small firms researched were not acting on recommendations from their compliance consultants that would have improved their regulatory position. This suggests SMEs follow deontology if there are no other options than faced being penalised otherwise they will not follow rules/guidelines. FSA research also shows that some SMEs go against following deontology as Kantian philosophy is the ‘sense of duty’ which in this case is complying with recommendations from compliant consultants.
Another side of the argument concerning SMEs is that by following rules/guidelines they will be considered ethical by Kantian philosophy however it may cause immoral results such as employees being sacked due to not following rules/guidelines. Another view with SMEs and deontological theory is from Bowie (2007) who discusses that 'Americans have been deeply concerned about the massive layoffs created by the downsizing of corporations in the early and mid-1990s. Are these layoffs immoral? A naive Kantian response would label them as immoral because, allegedly, the employees are being used as mere means to enhance shareholder wealth. However, the author debated that 'judgment would be premature, so long as the relationship was neither coercive nor deceptive; there would be nothing immoral about layoffs.' 
With SMEs following deontology it may be considered as a one-dimensional view of ethics where businesses playing it ‘safe’ however, a case could be made that SMEs should use a mixture of different theories (virtue, deontological & utilitarian) depending on the situation which would give SMEs a fairer ethical conducts.
[bookmark: _Toc324231148]2.2.3 Utilitarian/Consequentialist Theories:
Machan (2002) defines and explains that utilitarianism, 'a form of consequentialism, is the theory of values that urges us to do what will produce the greatest good, as measured by what most people want or desire, or what will satisfy the most of them'. A very common characterisation of utilitarianism represents it as the view that ethically right acts are those that produce the greatest good (or greatest happiness) for the greatest number (Audi, 2007).
Consequentialist theories are the opposite of deontology; they focus on the good consequences of an action rather than the actual good intention of the action (deontology) or the characteristics of ethical behaviour (virtue).  Consequentialism’s key objective is that it is obligatory to do whatever will produce the best consequences. It is a goal-oriented theory and goal identification is an essential part of the framework (Baron et al., 1997).
Two key philosophers concerning utilitarianism are Jeremy Bentham and John Stuart Mill. Their philosophies are very similar. Bentham lays the foundation of the early utilitarianist theory and could be considered the father of utilitarianism, whereas Mill’s philosophy offers several significant improvements to Bentham’s philosophy to respond to the early criticisms of utilitarianism. 
White (1993) explains that Bentham’s philosophy is based on pain and pleasure which guide people in what they ought to do and what not to do. Bentham's moral theory is founded on the assumption that it is the consequences of human actions that count in evaluating their merit and the kind of consequence that matters for human happiness is simply the achievement of pleasure and avoidance of pain (Kemerling, 2011). 
Bentham’s theory has encountered a number of problems. Thomas (2011) criticises Bentham for being particularly limited in his ability to recognise human emotion. The author goes on to explain that Bentham is to be taken quite literally as someone who thinks that pleasure is the only thing that is relevant for decision making and Bentham seems to forget about human self-esteem, guilt and conscience.
Vergara (2011) accused Mill of being an inconsistent utilitarian because Mill thought that when comparing the value of two pleasures, 'quality' should be taken into account. Bentham, on the other hand, is said to have believed that 'only quantity' should be taken into consideration.
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Kitson & Campbell (1996) argue the case against utilitarianism that 'pausing to calculate possible consequences and estimate their relative utility will actually affect one’s ability to bring them about'. The authors go on to explain further that 'at best it is unpredictable and at worst unreliable. For example, people are only trusted to keep their promises or tell the truth, show loyalty or uphold justice because they will only do any of these things when, it seems to them, doing so will bring about the best consequences else they will not do any of these things'.
Some scholars will argue that SMEs commonly adopt utilitarianism for the running of a business as key decisions tend to satisfy stakeholders. However, SMEs are not always ethical in their conducts as their original intention of the actions could be immoral. For example, regarding last year’s scandal in the News of the World and phone hacking; with utilitarianist theory it can be argued that the phone hacking was immoral, yet it provided jobs for the newspaper, interesting news for the customers and also disclosing key information for the public to know. It would be considered as satisfying a lot of the stakeholders and in effect, following Bentham’s and Mill’s philosophy of providing the best consequences for the most people. 
However for SMEs, questions do arise about which stakeholders are more important and how do they judge a fair distribution of the ‘best’ consequences of a decision. It can also be argued that it takes too long to consider the ‘best’ consequences which could be costly for SMEs with a delayed decisions making and perhaps a lost opportunity to make a decisive business decisions. SMEs needs to review the outcome of their activities rather than the principles and rules (deontology) and they need to observe and evaluate the consequences of their actions.
[bookmark: _Toc324231149]2.3 Business Ethics
[bookmark: _Toc324231150]2.3.1 Ethics & Corporate Social Responsibility (CSR)
Urlacher (1999) state 'to understand ethics begins with an opening of one’s eyes and a softening of one’s heart; goodness begins with one human being reaching out to another with an act of kindness'. 
There are moral problems inherent in both business and human nature that make ethics a constant struggle, regardless of the business cycle or system of regulation. History offers us an early warning system about the ethical pitfalls of business and the tragedies that result from the moral failures of business (Ciulla, 2011).
Generally in society, it is relatively easy to identify unethical business practices. For example: 
· Companies should not use child labour. 
· They should not unlawfully use copyrighted materials and processes. 
· They should not engage in bribery. 
Collins (1994) claims that 'business ethics is an oxymoron', suggesting that there are not, or cannot be, ethics in business: that business is in some way unethical (i.e. that business is inherently bad), or that it is, at best, amoral (i.e. outside of our normal moral considerations). For example, Carr (1968) notoriously argues in his article ‘Is Business Bluffing Ethical’ that 'the ‘game’ of business was not subject to the same moral standards as the rest of society, but should be regarded as analogous to a game of poker, where deception and lying were perfectly permissible'.
Hosmer (1994) discusses that 'ethics are a good business investment, essentially because they entail positive externalities. They are a prerequisite for building trust with various inside and outside stakeholders'. Hosmer goes on to explain that 'such trust, in turn, is a prerequisite for loyal and innovative long-term cooperation. Synergies are only possible through cooperation, and in areas where actions of others are difficult to supervise, trust built on long-term ethical behaviour becomes the only practical way to capture such synergies'.
Every society is different, such as the Western world and China. For example regarding child labour, it is acceptable in China for a child to work whereas it is unethical and frowned upon in the Western world. However, it is not always easy to create similar hard-and-fast definitions of good ethical practice. A company must make a competitive return for its shareholders and treat its employees fairly. Furthermore a company has wider responsibilities; it should minimise any harm to the environment and work in ways that do not damage the communities in which it operates which is known as Corporate Social Responsibility (TheTimes100, 2008).
By the 1990s, building a reputation for corporate social responsibility (CSR) became a top priority for nearly all of the world’s largest companies, especially major transnational corporations based in North America or Western Europe whose main business involved the delivery of consumer products or services (Waller & Conaway, 2011). Research has shown that a robust CSR efforts and communications enhance a variety of stakeholder perceptions (Sen & Bhattarcharya, 2001) and that a lack of social responsibility might damage stakeholder relationships (Argenti & Thea, 2006).
Schwab (1996) argues that if good ethics always led to good business, society would require much less in terms of laws, regulations, and enforcement than what is typically observed in societies. One of the reasons for increasingly elaborate rules is to prevent unscrupulous operators from making inordinate gains at the expense of others. Similarly, would a firm facing likely bankruptcy still have incentives to retain ethics that only pay off in the long-run, when the long-run has become almost meaningless or at least heavily discounted? Porter and Kramer (2006) argue that CSR in its current form 'pits business against society' and it creates general responses to stakeholder pressures rather than establishing strategically approach based on business strengths and weaknesses.
Surveys conducted in recent years indicate an increasingly strong public acceptance of CSR among consumers in North America and Western Europe. In 1999 a Fleishman Hillard survey reported that an impressive 86% of the 4,000 European consumers asked said that the CSR reputation of a company had a significant impact on their purchase decisions (Zadek, 2007).  Several scholars believe that engaging in corporate social responsibility initiatives is a necessity for companies due to societal or more appropriately defined, consumer expectations (Basil & Erlandson, 2008). Due to the necessity for corporate social responsibility, activity is heightened when a company has to deal with the usage of its products being thought of as a behaviour risk (Fortunato, 2011).
Figure 2 shows key elements of an ethical programme within a business conducted from a survey by Arthur Andersen (2000). The survey shows that the desire to protect or improve reputation is the most common factor influencing the development of business ethics activities among major UK companies and that such activity is more common among 'heavily branded' companies (Gordon, 2000).
[bookmark: _Toc322878311]Figure 2- Cornerstones of a Business Ethics Programme (Andersen, 2000)

Porter and Kramer (2006) stated, when done strategically and deliberately, CSR 'can be much more than a cost, a constraint, or a charitable deed—it can be a source of opportunity, innovation and competitive advantage'. For example, products that are partial damaged and not fit for selling can be donated to charities free-of-charge instead of disposing them. It will save the business cost of disposal and increased the business reputation for doing CSR for charities. Article by Porter and Kramer (2011) discusses that good ethics is good business idea by creating ‘Shared Value’. The authors describe ‘Shared Value’ as an 'operating practices that enhance the competitiveness of a company while simultaneously advancing the economic and social conditions in the communities in which it operates'. They gave an example by stating, 'by investing in employee wellness programs, Johnson & Johnson has saved $250 million on health care costs'.

[bookmark: _Toc324231151]2.3.2 SME Ethics
The study of ethics in a small firm, 'small business ethics', has received little attention from business ethics researchers to date (Quinn, 1997).  Moreover, there are preliminary indications that good ethical practice and integrity create potential competitive advantage for some small firms (Wilson, 1980) 

SMEs are characterised by informal understandings and shared expectations among the workforce of how business is done. IBE (2010) discusses that 'any values and ethical principles will usually be implicit rather than formally expressed through ethics policies, codes and programmes that are familiar in large companies'. Managing directors tend to determine the aim of the business and generally also the choice of product, production process, market and location (Nooteboom, 1988). Ethics within a small organisation are typically influenced by the managers or managing director through their visible presence, their personal attitudes and behaviours that set the tone of the business and have the potential to signal to employees how seriously ethical behaviour is to be taken in the organisation (IBE, 2010).
Harila & Petrini (2003) explain that 'due to the increasing pressure to conform to ethical practices, the large companies and multi-national companies have started addressing the concept of business ethics more seriously than before'. It is the small and medium size corporations that need to be closely monitored, because not only do they lack resources but they also lack the leadership to adopt ethical practices (Lather, 2009). Their mismanagement affects the ability of SME companies to incorporate responsible and ethical practices in their business operations (Joquico, 2008).
SMEs are not expressed in formally written codes of conduct or certificates as they are in larger corporations, but they are reflected in the personal orientation and the actions of the SME entrepreneur or the owner–manager derived thereof (Hammann et al., 2009). Alpander et al. (1990) state that most 'owner–managers described their decision process as an action based on significant thought, conscious analysis of the problem, and evaluation of available alternatives'. The latter ones have to know their position in order to be able to understand who is affected by their decisions and whether the interests of certain groups are important to them or the company (Cadbury, 1987). Making impersonal decisions is almost impossible for SME entrepreneurs or owner–managers as all areas that these decisions might impact may have ethical consequences or outcomes (Hornsby et al., 1994).
Spence (1999) states that 'small firms tend to be independent and owner-managed, stretched by multitasking, limited cash flows and 'fire fighting', built on personal relationships, mistrustful of bureaucracy and controlled by informal mechanisms'. The author goes on to imply 'not only that ethical issues in the small firm may be different in kind from those in large firms, but that they may be influenced by characteristics specific to the small firm'.
Hermes et al. (2004) discuss that 'SMEs are motivated to be socially responsible by moral values and financial incentives, but face key challenges in implementing CSR. These include a lack of time and resources, a low margin of error, informal status, ad-hoc management styles, family ownership, and competition with other SMEs'. The authors go on to states several questions about SME’s ethics:
· If SMEs want to become global players, can they afford to not be socially responsible?
· How can we convince SMEs that CSR is the thing to do?
· If you have a SME Code of Conduct, who will enforce it? Doesn’t this create very fertile ground for corruption?
Gibb (2000) highlights the cultural differences between large and small organisations CSR:
[bookmark: _Toc323650951]Table 1 - Divergence in CSR Theory for Large and Small Organization (Gibb, 2000)
	Corporate CSR
	Small Business CSR

	Who?
	Who?

	Responsible to wide range of stakeholders
	Responsible to fewer and/or different stakeholder

	Perceived responsibility to society at large
	Perceived responsibility to the local community

	Importance of shareholders
	SMEs often don’t have shareholders

	Why?
	Why?

	Protection of brand image and reputation
	Protection of customer business

	Pressure from consumers
	Pressure from business customers down the supply chain

	Shareholder pressure, the SRI movement
	Pressure from money lenders? Unaffected by SRI movement

	The business case
	Proven business case lacking

	How?
	How?

	Based on ‘corporate values’
	Based on principles of ‘owner-manager’

	Formal strategic planning for CSR
	Informally planned CSR strategies

	Emphasis on standards and indices
	Emphasis on intuition and ad hoc processes

	Key involvement for CSR professionals
	No dedicated personnel for CSR programmes

	Mitigation of risk
	Avoidance of risk

	What?
	What?

	Prominent campaigns e.g. Cause Related Marketing
	Small scale activities such as sponsorship of local football team

	Publicity linked to CSR activities
	Activities often unrecognised as CSR related



Scholars have debated that SMEs are 'little big companies' and that conventional CSR theory can simply be scaled down to 'fit' SMEs (Tilley, 2000). However, Jenkins (2004) argues that 'SMEs are often able to be more flexible, more responsive and better at internal communication than large organizations, allowing CSR to be implemented without being tied down in bureaucracy. While some managers believe in social responsibility for its own sake and will undertake CSR activities even if this means a trade-off with profits, most will only go beyond compliance if they can see a business case for doing so. For some, intangible benefits such as improved employee morale will convince, others may need to see solid financial advantage'. 
Spence (2007) describes and explains seven key characteristics that that help to understand the distinctive nature of small business organisations compared to large firms:
· SMEs are unlikely to have signed up to CSR agreements, organisations, and standards or to have codes of conduct or vision statements in place (Jenkins, 2004).
· Small businesses are usually run by individuals who both own and manage the organisation and react on an ad hoc, personal basis to social needs.
· In most small firms the person with ultimate responsibility for running the organization is also the primary owner, that is, he or she is an owner-manager. There may be other shareholders, perhaps family members or business partners, but the convergence of ownership and control of the firm means that the owner-manager acts as both the principal and the agent. 
· Small businesses are often embedded in local communities (Spence et al., 2004) although there is some argument in the literature about the extent of this (Curran et al., 2000). 
· Flexibility and a personal service are often factors on which small businesses can differentiate themselves. This is closely linked to their reputation at a local, personal level and tied to a need to act with honesty and integrity (Spence, 2004).
· A key characteristic of small business social responsibility is responding to their preferences in terms of charitable support and giving, and indeed focusing efforts on ensuring the maintenance of the livelihoods of employees, managers, and owners (Spence, 2000). The lack of formal codification of human resource management in small firms may result in poor protection for employees.
· The sector context is particularly important for small businesses, influencing the culture in relation to social responsibility (Spence, 1999). In some sectors competitors (in similar sized firms) are often seen more as industry colleagues than enemies. 
Spence & Morland (2010) discusses that 'business ethics theories and models that aim to address ethical organisational cultures, leadership and best practice are all directed at large corporation and are in most cases not suited to SMEs'. There seems to be a need for development of ethics theories and models suited to SMEs which would encourage them to be ethical and develop their current and future CSR.
Henderson (1982) linked how being ethical and unethical to being legal and illegal as shown in table 2.
[bookmark: _Toc323650952]Table 2 - Legal Inter-Relationship adapted from Henderson (1982)
	
	Ethical
	Unethical

	Legal
	· Donation to charities
	· Selling too much pet food to the owner which could potentially cause health problem for the pet

	Illegal
	· Monitoring Muslims to seek out terrorists
	· Not hiring someone because of their race



The table shows that being unethical does not mean it is illegal while being ethical does not always mean it is legal. Complexity arises when dealing with clashes of opinions on what individual believe is right or wrong against what society thinks. For example, the owner of a business may believe him/her conducting ethical behaviours for the business but the law or society disagree. Arguably, this is also a clash of two ethical philosophy, virtue and deontological theories, where one know what is good and behave ethically as to one that follows the rules and law.  
[bookmark: _Toc324231152]2.4 Management Ethics
Hooker (2003) states that managers base their ethical thinking on one of three rationales: 
· They may simply say that they have no reason to be ethical. 
· They recognise that they should be ethical but identify their ethical duty with making a legal profit for the firm. They see no need to be ethical in any further sense, and therefore no need for any background beyond business and law. 
· They believe that ethical duty goes further than what is required by law. But they still insist that there is no point in studying ethics.
However according to McEwan (2001), even profitable businesses can collapse because management failed to act in an open, morally responsible way. The author goes on to discuss that 'companies normally employ people whose moral development ensures that tasks are performed according to approved procedures, even if company auditing did not exist'.
Dienhart (2000) explains two ethical views within organisation:
· Stockholder View: managers have an ethical duty to increase the returns to the owners. To meet this duty, managers should act only in accord with the impersonal market forces that demand efficiency and profit. 
· Stakeholder View: managers have an ethical duty to respect the rights or promote the good of all those affected by the firm. Stakeholders can include 'suppliers, customers, employees, stockholders and the local community, as well as management in its role as agent for these groups.
[bookmark: _Toc324231153]2.4.1 Stockholder Management / Shareholder Theory
Smith (2003) explains that 'the orthodox view in business schools, particularly in departments of finance and accounting, is that the manager is an agent for the stockholders. He or she works for them and should do their bidding; their bidding is profits and thus the purpose of a manager is to increase the wealth of the stockholders'.
Milton Friedman (1962) wrote, 'There is one and only one social responsibility of business; to use its resources and engage in activities designed to increase its profits so long as it engages in open and free competition, without deception or fraud'.
On the other hand, stakeholder theory (Jones & Wicks, 1999) asserts that managers have a duty to both the corporation's shareholders and 'individuals and constituencies that contribute, either voluntarily or involuntarily, to [a company's] wealth creating capacity and activities, and who are therefore its potential beneficiaries and/or risk bearers'.
Hasnas (1998) argues that the shareholder theory is woefully incomplete because of two reasons: 
1) It does not adequately address the limits of managers' ordinary ethical obligations as human beings placed on the actions they may take in the business environment.
2) It entirely fails to address the managerial obligations that arise out of the actual agreements made with the non-stockholder participants in the business enterprise.
Chambers & Lacey (1996) point out that 'market values can price ethics just as they can price anything else. Shareholder wealth maximization puts money in the hands of shareholders who can efficiently pursue their own ethical agendas'. Sundaram & Inkpen (2004) discuss that 'managers have moral and ethical responsibilities to all stakeholders, including shareholders. Firms that treat their stakeholders in a less than ethical or moral manner will not continue in business, let alone create value'. However, the author go on to state that the 'reality of day-to-day managerial decision making is one that is replete with tradeoffs and competing claims to resources and outcomes'.
Freeman et al. (2004) find it hard to imagine how anyone can look at the recent wave of business scandals such as Enron and argue that shareholder value maximization is a good idea. Alpaslan (2009) discuss that the 'shareholder model of corporate governance often does not have an ethically appropriate answer to the question of ‘how should corporations be governed in the context of crises?’'. The author go on to argue that the 'stakeholder theory seems to be a more ethically appropriate choice of corporate governance in the context of crises because, unlike the shareholder theory, which starts with the objective of shareholder value maximisation and tacks on ethical considerations as a constraint, the stakeholder model starts with the objective of stakeholder loss minimisation, which includes ethical considerations right from the start'.
Shareholder theory has also been criticised for encouraging short-term managerial thinking and condoning unethical behaviour. Smith (2003) notes that critics believe shareholder theory is geared toward short-term profit maximization at the expense of the long run.
However Jensen (2005)counter-argues this by stating 'wealth maximization is inherently a long term goal— the firm must maximize the value of all future cash flows— and does not condone the exploitation of other stakeholders'. Danielson et al. (2008) explain that unless the 'interests of future stakeholders are explicitly considered, the stakeholder theory can lead to the same type of short-term thinking that shareholder theory has been accused of encouraging'. The authors go onto describe the shareholder model, 'when viewed from a long-term perspective, provides a better framework than stakeholder theory in which to protect the interests of both current and future stakeholders. Thus, stakeholder theory is not superior to shareholder theory from an ethical perspective. The shareholder model—when viewed from a long term perspective—still provides the best framework in which to balance the competing interests of various stakeholders (including both current and future stakeholders) when making business decisions'.
[bookmark: _Toc324231154]2.4.2 Stakeholder Management
Tangpong et al. (2010) explain that 'stakeholder management has become increasingly important to business viability in today’s competitive landscape where organizations operate as open systems interacting with various stakeholders'. Stakeholder theory prescribes that a business firm is responsible for the well-being of its stakeholders such as customers, suppliers, employees, investors, and communities who are identified by their interests in the business; thus, the firm ought to be 'managed in the interests of its stakeholders' (Freeman, 1994).
In addition, Friedman & Miles (2006) listed other groups and individuals considered to be stakeholders such as the media, public in general, business partners, future generations, competitors, academics, government, regulators. Donaldson & Preston (1995) present a stakeholder model with the various stakeholders involved:
[bookmark: _Toc322878312]Figure 3 - The Stakeholder Model (Donaldson & Preston, 1995)
[image: ]
The stakeholder model  basically relies on taking into account all the major stakeholders – and not only the shareholders – but also in the business process which gives a lot of responsibility to managers to select activities and direct resources to obtain benefits for legitimate stakeholders – after defining who those legitimate stakeholders are (Donaldson & Preston, 1995)
The stakeholder model, supported by its powerful synthesised visual presentation, has profoundly influenced management literature as well as current business practices (Fassin, 2008). Stakeholder theory provides a satisfactory conceptual approach for dealing with ethical problems that arise in business decision making as well as an adequate practical guide for making these decisions (Orts & Strudler, 2009). The very simplicity of its theory has undoubtedly contributed to the success of the model but has, at the same time, fanned heated debate in academic literature and business circles (Fassin, 2008).
Paul Allaire, CEO of Xerox, says, 'I have to change the company substantially to be more market driven. If we do what's right for the customer, our market share and our return on assets will take care of themselves' (Harari, 1992). 
Stakeholder theory is managerial in that it reflects and directs how managers operate rather than primarily addressing management theorists and economists. According to Freeman et al. (2004), the focus of stakeholder theory is articulated in two core questions. First, it asks, 'what is the purpose of the firm? This encourages managers to articulate the shared sense of the value they create, and what brings its core stakeholders together. This propels the firm forward and allows it to generate outstanding performance, determined both in terms of its purpose and marketplace financial metrics. Second, stakeholder theory asks, what responsibility does management have to stakeholders? This pushes managers to articulate how they want to do business—specifically, what kinds of relationships they want and need to create with their stakeholders to deliver on their purpose'.
Wang et al. (1992) state that 'boards of directors no longer believe that the shareholder is the only constituent to whom they are responsible'. The managers should on the one hand manage the corporation for the benefit of its stakeholders in order to ensure their rights and the participation in decision making and on the other hand the management must act as the stockholder’s agent to ensure the survival of the firm to safeguard the long term stakes of each group (Fontaine et al., 2006).
The following pyramid (see Figure 4 - Pyramid of Global Corporate Social Responsibility and Performance (Carroll, 2004) is presented as a helpful way to graphically depict the four kinds of social responsibility that business has with respect to global business stakeholders.
[bookmark: _Ref317061584][bookmark: _Toc322878313]Figure 4 - Pyramid of Global Corporate Social Responsibility and Performance (Carroll, 2004)
Do what is required by global capitalism
Do what is required by global stakeholders
Do what is expected by global stakeholders
Do what is desired by global stakeholders
Be a good corporate citizen
Be ethical
Obey the law
Be profitable

Carroll (2004) explains the pyramid four components of global CSR:
· Economic Responsibility - Beginning with the basic building block of economic performance to be profitable as a business. 
· Legal Responsibility - At the same time, business is expected to obey the law because law is every country’s codification of acceptable and unacceptable practices. 
· Ethical Responsibility - Business also is expected to be ethical. At its most basic level, this is the obligation to do what is right, just, and fair and to avoid or minimize harm to stakeholders. 
· Philanthropic Responsibility - Business is expected to be a good corporate citizen through its philanthropy. Firms today are expected to contribute financial and human resources to the global community and to 'give back' so that the quality of life may be enhanced and sustained'.
Milton Friedman (2006) argues for a stockholder view, asserting that 'ethics and business intersect primarily at the market level. If managers increase profits and use these profits to increase stockholder value, they respect the property rights of the shareholders and promote the general social good. If managers rely on ethics to make day-to-day business decisions, they violate their duties to the owners and interfere with the market’s ability to promote the general welfare'.
If decision makers do not take into account the strategic significance of ethical and legal considerations in pursuing profits, they fail to appreciate the potential damage that may be caused to the company in the long run (Ethics Centre CA, 2008). Primarily managers have a duty to maximize shareholder returns however with stakeholder theory, it is the manager’s duty is to balance the shareholders’ financial interests against the interests of other stakeholders such as employees, customers and the local community, even if it reduces shareholder returns (Smith, 2003).
Different stakeholders have different interests and sometimes, these interests will conflict. What, then, does stakeholder theory advise a manager or other business decision maker to do when stakeholder interests intractably conflict? Nothing: except to say that a manager must ‘‘balance’’ the interest of all the stakeholders. If stakeholder theory does not give any primacy to one stakeholder over another, there will be times when some groups will benefit at the expense of others. The problem that then arises is which groups would be given preferential treatment? (Branco & Rodrigues, 2007).
[bookmark: _Toc324231155]2.4.3 Professional Ethics vs. Personal Ethics
Every person has adopted a personal code of ethics which guides that person’s behaviour which each individual believes that their own system of values is correct (Urlacher, 1999). However, personal codes of ethics do not necessarily share the same value system as business codes of ethics. 
Tsalikis and Fritzsche (1989) state that there are two ethical standards: personal and professional, with the personal level of ethics being stricter than the professional level (since the professional level may be compromised because of the need to succeed and to meet corporate goals). Ferrell and Gresham (1985) suggest that the social learning that occurs in the work place may influence an individual’s professional ethics and perhaps situational constraints such as work versus non-work environments may affect an individual’s cognitive process in selecting moral philosophies in ethical decision making.
White (1996) states that 'fear of career derailment, of public exposure, of court-martial, of job security—all provide significant motivation to restrain ourselves to conform to some set of moral rules'. Bendixen & Abratt (2007) research found that 'existence and implementation of formal codes of ethics in a business was found to be a necessary, but not sufficient condition for good ethical practice'. Both fear and law lead people to live at the edge of these set boundaries, sometimes stepping over them or being overly scrupulous—not out of personal conviction of right and wrong but out of self-preservation (White, 1996).
[bookmark: _Toc324231156]2.5 Roles of:
[bookmark: _Toc324231157]2.5.1 Leadership:
Today the need for leaders—able, inspired and capable ones— is greater than ever; leaders must not only have the capacity to lead complex organizations with global scope and scale, but they must also demonstrate visionary thinking, and an ability to execute, uphold the highest ethical standards, and develop others at all levels (Guarnieri & Kao, 2008). The authors go on to explain that 'they also must understand the business as a whole and build influential relationships with customers and stakeholders'.  Seidman (2004) states that 'ethical leadership starts with a vision that making ethics essential and central within the fabric of an organization will enable it to achieve its aspirations'. Treviño et al. (2000) argued that individuals in power must be both strong moral persons and moral managers in order to be seen as ethical leaders by those around them.
Tulder & Zwart (2006) outline and explains four different approaches towards (corporate) responsibility which the authors relate to four different types of leadership:
· ‘Transactional’ and ‘team’ leaders are particularly good at specifying in-active and re-active CSR goals, clarifying roles and responsibilities and motivating their followers or subordinates to achieve group or organisational goals.
· ‘Charismatic’ leaders still focus primarily on internal operations of the organisation, they also display an ability to present a vision of the future of the organisation in combination with a strong personal commitment and a strong character
· 'Visionary' and 'Moral' leadership is characterised by a more active stance on CSR. Both require an idea/vision of where the organisation should be in the future.
· Transformational leadership is the most outward oriented type of leadership and directed at formulating and implementing a new organisational vision that is embedded in a broader vision of society and the active involvement of external stakeholders.
[bookmark: _Toc323650953]Table 3 - Four CSR Approaches and Leadership (Tulder & Zwart, 2006)
	In-Active
	Re-Active
	Active
	Pro/Inter-Active

	'Corporate Self Responsibility'
	'Corporate Social Responsiveness'
	'Corporate Social Responsibility'
	'Corporate Societal Responsibility'

	Inside-in
	Outside-in
	Inside-out
	In/Outside-In/Out

	'doing things right'
	'don’t do things wrong'
	'doing the right things'
	'doing the right things right'

	Efficiency
	Equity/Ethics
	Effectiveness

	'trust me'
	'proof it to me'
	'involve/engage me';'join me'

	Economic Responsibility
[Wealth oriented]
Narrow (internal) CSR
	
	Social Responsibility
[welfare oriented]
Broad (external) CSR



Brown & Mitchell (2010) discuss that 'in seeking to accomplish organisational goals, leaders can encourage corrupt and unethical acts within their organizations'. Clement's (2006) states that 'a review of corporate scandals in Fortune 100 corporations concluded that actions perpetrated by executives, boards of directors, and government officials were the primary cause of such transgressions'. Some examples of unethical leadership within the popular press have resulted in the end of the organization altogether e.g., Enron, WorldCom (Brown & Mitchell, 2010).
Urlacher (1999) describes SMEs owners ethical standards will dictate what they are willing to do, in both a positive sense and a negative sense. The author goes on to discuss the owner  ethical standards will determine what they are unwilling to do and how far they will go in many areas either to make a profit or sacrifice that sales to do the right thing.
[bookmark: _Toc324231158]2.5.2 Code of Conducts:
A formal code of conduct is a common CSR tool employed by companies to establish and communicate responsible business practices and an ethical organizational culture (Erwin, 2011). These codes are perceived as fundamental to the establishment of CSR policies within an organization and essential to creating and sustaining an ethical organizational culture (Collins, 2004). Rezaee et al. (2001) state that corporations perceive the establishment of corporate codes of conduct as achieving the following goals:
1. Fostering their corporate moral principles and values
2. Communicating and monitoring their ethical expectations to employees
3. Demonstrating their commitment to ethical values
4. Providing legitimacy for possible legal actions
5. Helping individuals resolve ethical dilemmas
The codes of conduct and administrative procedures are the first line of damage control as litigation experts will focus on them right away (Agatiello, 2008). Somers’ (2001) research supports the proposition that employees in organisations that had adopted corporate codes of ethics were significantly less aware of wrongdoing than the employees in organisations without codes of ethical conduct, and that ethical codes implemented by work organisations serve to set guidelines for individual behaviour in organisations, thereby inhibiting wrongdoing.
Recent corporate scandals such as Enron and Parmalat have brought to the forefront the importance of having strict conflict of interest standards in place (Hurst, 2004). New employees should fully understand the conduct and behaviour that the employer expects from the outset. Communicating appropriate policies and procedures can help eliminate unacceptable behaviour and work habits, and may be helpful if it becomes necessary to dismiss employees who cannot meet minimum standards (Hurst, 2004). 
However Small (2001) argues that 'by defining moral obligations in a formal fashion, they give the impression that these may be satisfied by a single procedure of compliance, rather than through a continuing process of considering the ethical aspects of one’s actions. As Homan (1992) puts it, 'Statements of ethics invite the individual to surrender the moral conscience to a professional consensus'.
[bookmark: _Toc324231159]2.5.3 State/Government Regulation:
Campbell (2007) proposes that 'corporations are more likely to behave socially responsible if strong and well‐enforced state regulations are in place to ensure such behaviour'. The likelihood of this is enhanced if regulations and enforcement capacities are based on negotiation and consensus among corporations, government and other relevant stakeholders (Campbell, 2007).  According to Eriksen (2009), 'regulations can take place at both national and international level, but it is argued that due to changes brought on by globalization it is becoming more difficult for regulatory authorities to set the ‘rules of the game’'. 
Polishchuk (2009) explains 'the effectiveness of government regulation depends on the complexity and scale of the tasks that are being implemented and the ability of regulatory authorities to perform their functions effectively. The more complex and numerous the tasks requiring regulation and the greater the doubts regarding the government’s ability to accomplish them, the more grounds there are for relying on CSR'. Government regulation often fails to keep pace with changes in economic and social needs. These shortcomings could become the basis for turning to alternative tools, including CSR (Husted & Salazar, 2006)
Governments at different levels can regulate the behaviour or practices of businesses by defining minimum standards for business performance embedded within the legal framework; establishing targets for business to achieve; setting up enforcers and inspectorates to oversee business conduct; promulgating codes or laws to confine undesirable business conduct; or imposing license of operation or mandatory environmental friendly industrial systems. Examples of this include establishing a minimum age for labour forces, emission limit values for particular categories of industrial productions, or requirements for companies to publicize corporate social responsibility reports (Kitthananan, 2010).
The argument that regulation would hinder voluntary efforts on the part of the company to improve their behaviour has been readily accepted by a government keen to avoid its regulatory duties when it comes to curbing corporate power. Regulation, including rules on: how corporations can be structured, as well as on the impacts they can have on the environment and society, and their dealings with their workforce and other stakeholders, is the only way that a democratic society can control what is acceptable and unacceptable in corporate behaviour. If the corporation is left to regulate itself then far from curbing it, the corporation gains power (Corporate Watch;, 2006).

[bookmark: _Toc324231160]2.5.4 Industry/Self-Regulation:

Self‐regulation means that corporations voluntarily adopt rules and standards that exceed the requirements of public regulation (Neergaard & Perdersen, 2003, p.44). Campbell (2007) state that 'corporations are more likely to behave socially responsible if there is a system of well‐organized and effective industrial self‐regulation in place to ensure such behaviour'. Self‐regulation is argued to offer a win‐win‐win situation for corporations, regulatory authorities and society (Eriksen, 2009). For corporations the advantage of self‐regulation is that it protects them from public regulation and external stakeholder pressures; for regulative authorities the advantage is the reduced need to implement unpopular and costly command‐and‐control policies and. In addition,  society sees an advantage in self‐regulation because CSR related standards outdo governmental regulative requirements (Neergaard & Perdersen, 2003, p.48) . The General Accounting Office (2011) state that 'the justification for relying on industry self-regulation is that firms have more information, expertise and resources than government regulators'.
According to Sacconi (2004), 'self-regulation is nothing other than self-discipline whereby the firm does not behave in a manner such to abuse the trust that stakeholders have placed in it'. Compliance with the norms creates reputation; reputation induces a cooperative response from the stakeholders; those who abide by the norms are thus offered a benefit; and this benefit acts as an incentive for complying with the norms (Sacconi, 2004). This suggests that some businesses are only implementing self-regulation for their self-interests and to satisfy the stakeholders.
KPMG (2006) outline and explained the advantages and disadvantages of self-regulation:
[bookmark: _Toc323650954]Table 4 – Advantages and Disadvantages of self-regulation (KPMG;, 2006)
	Advantages
	Disadvantages

	Proximity
Self-regulatory organisations are generally rooted in the industry being regulated, enabling access to more detailed and current industry information which can be especially helpful in rapidly changing sectors. By comparison, government regulators are often playing 'catch up.' Being closer to the action, self-regulators are better situated to identify potential problems.

	Conflicts of Interest
The same proximity that can help the self-regulator acquire useful information can be a disadvantage because of conflicts of interest. Knowing an industry better does not mean that a self-regulator will necessarily have the proper incentives to regulate it more effectively.


	Flexibility
Self-regulatory organisations can act with greater flexibility than government regulators: they are not subject to the same procedural and due process hurdles or political constraints as government. Governmental regulators are often not inclined to deal with politically unpopular or highly complex issues, so these issues may be more suitably delegated to self-regulatory bodies. Compliance Self-regulation may generate a higher level of compliance.
	Inadequate Sanctions
The greater flexibility afforded to self regulatory organisations also means they may have the discretion to administer only modest sanctions against serious violators.
Under-enforcement


	
	Global Competition
In a global marketplace, an industry’s collective interest may be defined by competition with foreign markets. If foreign markets are not equally burdened with regulation, then aggressive self-regulation could disadvantage domestic firms. This provides yet another reason to question whether self regulators will make decisions that will benefit society.




[bookmark: _Toc324231161]2.6 Conclusion
Ethical and moral philosophy describe and explain how society and people should behave however there is no flawless theory; each has their strengths and weaknesses. For example, virtue theory says that people who know what good is will always do what is good, on the other hand teleological/utilitarianism will argue that the best ‘positive’ consequence is the main objective even if the original action is immoral. It is very difficult to determine which theory society/people should adopt, but some might argue that a combination of theories should be used on how they should behave, perhaps depending on the situation; a particular theory should be applied. 
For organisations, philosophers’ ideas and theories also apply to the employees but more so with SMEs. Several authors argue that concerning the owners of SMEs, their personal ethics tend to filter down to the rest of the employees and usually tend to dictate the overall business ethics. However these ethical practices are usually not documented, although it does not necessary mean the business is not ethical. Big corporations tend to have their own guidelines, codes of conduct and a clear set of rules which keeps the ethical practices consistent whereas it can be argued that SMEs do not share the same guidelines and are inconsistent at times.
Management in organisations have their own ethical guidelines and rules to follow, should they follow the stockholder’s view where their primary responsibility is to the owner/shareholders or to the stakeholder where it can include suppliers, customers, employees, community and so forth. There are stockholder and stakeholder theories, both views are argued by several authors and to complicate these theories is the problem of management personal ethics being drawn into business ethics.
Therefore this research is to investigate a SME on what they document in terms of ethical practice, how the ethical influence of the owner filters down to the running of the business and to see if the business is becoming similar to bigger corporations and starting to document more and more as it expands. This research aims to find out how much management’s personal ethics are drawn into business decisions against the owner’s personal ethics.     

[bookmark: _Toc324231162][bookmark: OLE_LINK3][bookmark: OLE_LINK4]3.0 Research Methodology
The underlying theoretical framework of this study has been presented in chapter 2.10. This chapter analyses the research methods and techniques used to collect and analyse the data that were required to achieve the objectives of this study.  The ethical risks pertaining to data collection relevant to this research is also discussed. This chapter seeks to justify the selection of the case study method as the best way to achieve the study’s key objectives.
[bookmark: _Toc324231163]3.1 Introduction
Jankowicz  (2004, p.209) defines research methods as,
'A systematic and orderly approach taken towards the collection and analysis of data so that information can be obtained from those data'
Collis and Hussey (2009) state the purposes of research:
· To review and synthesise existing knowledge
· To investigate some existing situation or problem
· To provide solution to a problem
· To explore and analyse more general issues
· To construct or create a new procedure or system
· To explain a new phenomenon
· To generate new knowledge
· A combination of any of the above.
The researcher agrees with these purposes because it is a very systematic approach and after conducting this study, several purposes were relevant and used throughout the study. This study reviewed existing knowledge (chapter 2.0), investigated existing situation via interviews, observation and documentary analysis, explored and analysed general issues (chapter 4.0), explained and generated new phenomenon and knowledge (chapter 5.0) and provided solutions/recommendation (chapter 6.0).
Scholars often disagree about research methods and the various stages. For example, Saunders el al. (2012) talks about the 'research onion' (figure 5) where the stages are split into six where as Crotty (1998) reduced it to be: epistemology; theoretical perspective; methodology; methods. This study, utilised terms from several scholars to explain the research methods used.
[bookmark: _Toc322878314]Figure 5 - 'Research Onion' (Saunders et al., 2012)
[image: ]

[bookmark: _Toc71379470][bookmark: _Toc324231164]3.2 Research Rationale
SMEs are frequently designated heroes or villains from a CSR perspective. Large corporate organisations have its own set of rules and guidelines of morale/ethics behaviour and decision-making which everyone should follow, however SME’s are different. Most SME’s do not really have clear guidelines of ethics within the organisation except what is dictated by society, which leads to management to decide for themselves what is morally right or wrong  for day-to-day decisions they make. There are usually very little or no documentations on ethics and CSR for SMEs however, this does not necessary means SMEs are not behaving ethically.  
A study into SMEs ethics and CSR is an intriguing subject to research into and maybe gives a better understanding how much ethics are involved within SMEs despite lack of documentation and how critical is the owner personal ethics affects the running for the business.
[bookmark: _Toc324231165]3.3 Philosophies / Paradigms
Levin (1988) states that 'a research paradigm is a belief about the way data about a phenomenon should be collected and analysed'. To interpret and understand the world we are living, we certainly need ‘ways of viewing’ and ‘ways of interpreting’ to grasp the surrounding facts, ideas, and events (Limpanitgul, 2009). 
This study primarily adopted realism paradigms as Flowers (2009) explains that 'realism is concerned with what kinds of things there are, and how these things behave, it accepts that reality may exist in spite of science or observation, and so there is validity in recognising realities that are simply claimed to exist or act, whether proven or not'. 
Realism paradigms gives the research the ability to enquire into the mechanisms and structures that underlie institutional forms and practices, how these emerge over time, how they might empower and constrain social actors, and how such forms may be critiqued and changed (Hatch & Cunliffe, 2006).
Although there are other paradigms such as positivist and Interpretivist/constructivist that could have been used in the study, realism seems to be the most appropriate. Easterby-Smith el at (2010) outlines the key strengths and weaknesses of these paradigms:
[bookmark: _Toc323650955]Table 5 - Strengths and weaknesses of the different research paradigms (Easterby-Smith et al., 2010)
	
	Strengths
	Weaknesses

	Positivist
	A. Can provide wide coverage. Potentially fast and economical.
B. Easier to provide justification polices.
	A. Inflexible and artificial.
B. Not good for process, meanings or theory generation.
C. Implications for action not obvious.

	Realism
	A. Accepts value of multiple data sources.
B. Enables generalisations beyond present sample.
C. Greater efficiency including outsourcing potential
	A. Requires large samples
B. Cannot accommodate institutional and cultural differences.
C. Problems reconciling discrepant information

	Interpretivist /Constructivist

	A. Good for processes and meanings.
B. Flexible and good for theory generation.
C. Data collection less artificial.
	A. Can be very time consuming.
B. Analysis and interpretations are difficult
C. May not have credibility with policy makers.



[bookmark: _Toc324231166]3.4 Research Strategies
Case study
Johnson (1994) defines a case study as 'An enquiry which uses multiple sources of evidence. It investigates a contemporary phenomenon within its real life context when the boundaries between phenomenon and context are not clearly evident'. Case study is one of the strategies from the third layer of the Research Onion by Saunders et al. (2012).  
White (2002) lists the advantages and disadvantages of case study approach:
[bookmark: _Toc323650956]Table 6 - Advantages and Disadvantages of Case Study Approach (White, 2002)
	Advantages
	Disadvantages

	It can be carried out by the single researcher.
	With a single atypical case study it is often difficult to separate out what is unique to the organisation involved and what is common to similar organisations.

	It is relatively cheap and not dependent on expensive technology.
	The whole issue of generalisation needs to be handled with caution. The degree to which you can relate to the general position is often limited.  Case study research tends to be subjective, but it is a good idea to keep the word ‘objective’ in mind when writing up.

	A case study will always generate empirical data and information; you will not be solely dependent on already published work. The data may not be present in cast amounts, but it will always be interesting and specific to the example under scrutiny.
	Case studies can generate a lot of information, since each different method used produces its own findings. The analysis and interpretation need to be handled carefully and in a very logical, systematic way.

	It takes place in a natural setting within an actual organisation. This gives the work a ‘reality’ which is often absent from surveys and similar types of investigation. A case study looks at the whole situation and the research sees the inter-relations as they happen.
	



Yin (2008) identifies the characteristics of case studies as follows:
· The research aims not only to explore certain phenomena, but also to understand them within a particular context.
· The research does not commence with a set of questions and notions about the limits within which the study will take place.
· The research uses multiple methods for collecting data, which may be both qualitative and quantitative.
This study used case study as the research strategy and based on Burns Pet Nutrition Limited. Although there are advantages and disadvantages on using case study, the researcher believed this was the most appropriate and feasible strategy to use for achieving the study aims. This strategy helped to achieve purposes of research as outlined by Collis and Hussey (2009).
[bookmark: _Toc324231167]3.5 Data Collections Methods
Denzin (1978) defines triangulation as 'the combination of methodologies in the study of the same phenomenon'. Jick (1979) explains the benefits of triangulation, 'increasing confidence in research data, creating innovative ways of understanding a phenomenon, revealing unique findings, challenging or integrating theories, and providing a clearer understanding of the problem '. A triangulation approach to data collection can reduce the risk of chance associations and of systematic biases (Strauss, 1987). Data collection methods are in the final layer of the Research Onion (techniques and procedures) as outlined by Saunders et al. (2012)
Easterby-Smith et al. (2010) identified four types of triangulation:
· Data triangulation, where data are collected at different times or from different sources in the study of a phenomenon.
· Investigator triangulation, where different researchers independently collect data on the same phenomenon and compare the results.
· Methodological triangulation, where both quantitative and qualitative methods of data collection are used.
· Triangulation of theories, where a theory is taken from one discipline and used to explain a phenomenon in another discipline.
This research case study adopted the data triangulation approach using a mixture of interviews, observations and content analysis. The researcher believed this gives a better understanding overall of the SME, the employees and the owner from various sources. The triangulation approach helped to generate new knowledge and to investigate some existing situation or problem as outlined by Collis & Hussey (2009) research purposes.
[bookmark: _Toc324231168]3.5.1 Interviews
Channel and Kahn (1968) defines interview as 'a two-person conversation initiated by the interviewer for the specific purpose of obtaining research-relevant information, and focused by him on content specified by research objectives of systematic description, prediction, or explanation'. Interviewing allows the researcher to gain an insight into a person’s beliefs and attitudes towards a particular subject (Wilson, 2010).
This study conducted an unstructured interviews as one of it data collection methods on key personnel in Burns Pet Nutrition Limited. The researcher believed this is the most suitable method to compliment the case study strategy. 
Eight people were interviewed, seven key personnel and the managing director. All the key personnel had the same set of questions (appendix 2) where as the managing director had a slightly different questions (appendix 1).  As the interviews were unstructured, questions were slightly changed or adapted to meet the respondent's intelligence, understanding or belief. The following departments of key personnel interviewed were:
· Human Resources
· Health & Safety
· Nutritionists
· Information Technology
· Accounts
· Operational
· Executive Advisor
There were other possible key personnel from other departments such as the farm, construction, warehouse, production, sales, marketing and Scotland office to be interviewed, however they were excluded from the study due to several reasons:
· Outside the ‘retail’ sector as other department are in a different industry sector for the business.
· Declined to participate in the interview.
· Unavailable at the time of the interviews.
There were 8 out of the possible 15 people that were interviewed based on being key personnel within BPN that has a direct influence on the day-to-day running of the business. Alternative sample could have been the employees which would have a possible sample around 80 but due to time constraints and the researcher felt that key personnel would give stronger perspectives and opinions for this study.
The names of these key personnel are not listed due to ethical consideration as some questions may have some repercussion to themselves within the organisation. It was hoped that by letting the interviewee know that their names were not revealed may encourage them to be more upfront and honest with their opinions from the interview than holding back. The interviewer was also a working colleague to the participants, and it was hoped that the participants would be more trusting with their answers to the interviewer and be more opened than if it was someone else.
Before the interviews, the interviewee had been sent a copy of the questions beforehand to prepared themselves what to expect and to encourage them to attend the interview however it can be argued the reliability of the interview could be put in doubt due to the interviewee possibly giving an predefined answer to reflect a better image of her/himself than the real truth. To resolve this, the interviewer asked further questions as it was unstructured interview to investigate further based on the original question, in some cases, reworded questions were asked to make the interviewee think instead of giving a predefined answer. 
The researcher did expect some form of bias from the participant especially the ones that been working in the company for a long time as he/she is very close to the managing director and their loyalty to the company over the years. However, it can be argued that they may have given a fairer view overall as they have seen things from start to the end. This form of bias in the interview was unavoidable but was minimised by the interviewer by asking contradicting statement from previous answers from the interviewee to see the response.
[bookmark: _Toc324231169]3.5.2 Observation
True (1989) define the term observation as 'looking at something without influencing it and simultaneously recording it for later analysis'. There are two types of observation, participant observation and non-participant observation. White (2007) states the advantages and disadvantages of observational research:
Advantages
· It is cheap, can be done on its own and it does not need expensive complex technology.
· It always works since it is always observing something. Many people do not like to be interviewed and often throw postal questionnaires away.
· Observers always experience a situation at first hand and may give you a better insight when interpreting the data.
· Observation is a useful technique to research an organisation of which the observer is a part.
Disadvantages
· It is a time-consuming process.
· With participant observation the researcher may become so involved in the situation that the research can take second place.
· Observer may witness and record situations which he/she do not agree with or hear conversations where the observer think one party is obviously to blame. Personal bias in these situations needs to be guarded against and overcome.
The researcher was the observer within Burns Pet Nutrition Limited, an active observer who has been working in the company for four years in the Information Technology department. As the observer job involves dealing with employees in ever department in the company, this gives the observer a wide scope of data to be collected from various employees’ actions and opinions. The observation data gathered is what has been observed over the last four years.
It can be proposed that an observer who is working within the company is bias and only collect data that benefits the company or one-self or vice-versa depending on his/her opinion of the company. To minimise this, observation was not the only data collection method used but a triangulation approach was used instead from interviews and content analysis which helped to clarify and confirm data collected. 
The observer was not always able to perceive all relevant events due to data being restricted to senior management, however from interviews and documentary analysis the researcher was able to identify some of these events. Also, the observer has only been in the company under four years, so is only restricted to that timeframe and anything earlier, data is not possible to gather except the views and opinions of other employees who has worked in the company outside that timeframe.
The observer might have misinterpreted what was observed or saw something without the full context which could provide misleading data. This was minimised by using the triangulation approach as key facts and observations were cross-reference either in the content analysis or in the interview, yet there is a slim possibility of an observer error slipping by. All observation data were reviewed for reliability with the study supervisor.     
[bookmark: _Toc324231170]3.5.3 Documentary Analysis
Bailey (2007) explains that 'the use of documentary methods refers to the analysis of documents that contain information about the phenomenon we wish to study'. Payne and Payne (2004) describes 'the documentary method as the techniques used to categorise, investigate, interpret and identify the limitations of physical sources, most commonly written documents whether in the private or public domain'.
Documentary analysis was done on internal documentations regarding ethics or CSR within Burns Pet Nutrition. Most of the data were available to be used as part of this study for documentary analysis however some key sensitive internal documentation were requested by the researcher but rejected by senior management. However, it would not have been critical to the study but more of supplementary evidence to the data gathering and analysis.
There was quite a lot of documentation for analysis however not all were used due to the sheer amount of data but key ones were selected for the triangulation approach to compliment the interview and observation data collection. Documentation that was selected to be used for analysis was based on the ‘Anderson’ model (Andersen, 2000). Although BPN may not have all the documentations based on the ‘Anderson’ model (Andersen, 2000), the researcher tried to use the other data collection method (interviews and observation) to fill in any gap and any missing gaps will be discussed later in the conclusion.
The reliability of the content analysis can be argued to be biased due to the researcher works for Burns Pet Nutrition however, the researcher tried to be non-bias and see things as equal but there is always a degree of bias within the analysis. However, the researcher who works in BPN has access to data that would not have been available to an outsider researcher.
Internal documentations are also bias toward the company itself as the documentation are for internal use however the researcher tried to triangulate between the interviews, observation and documentary analysis on internal documentation to filter out the bias view.  
[bookmark: _Toc318896150][bookmark: _Toc324231171]3.6 Reliability and Validity
Reliability refers to the extent to which your data collection techniques or analysis procedures will yield consistent findings (Saunders et al., 2012). Easterby-Smith et al. (2010) 
Poses three questions regarding reliability:
1. Will the measures yield the same results on other occasions?
2. Will similar observations be reached by other observers?
3. Is there transparency in how sense was made from the raw data?
According to Robson (2011) there are four threats to reliability:
· Subject or participant error
· Subject or participant bias 
· Observer error 
· Observer bias 
The meaning of validity is whether relationships discovered between variables, or in the case of this thesis factors, are casual relationships (Saunders et al., 2012). There are two forms of validity and these are internal vs. external, the internal validity concerns the degree of certainty an independent variable affects a dependent variable. External validity refers to the degree of certainty the relationship between variables, in this case factors, can be generalized to a real world setting (Burns & Bush, 2009).
This study used data triangulation approach which Wilson (2010) explained that 'studies that use only one method are more vulnerable to errors linked to that particular method whereas studies that use multiple methods, in which different types of data are collected, provide cross-data validity checks.
The researcher also conducted a pilot study for validity. The purpose of the pilot study was to discover any legal & ethical issues and to identify possible errors before the main study to be conducted.  The researcher asked one of the senior employees in BPN for confirmation of acceptance of general interview questions, internal documentations to be able to be used for this study and possible limitation on data gathering within BPN. The pilot study conducted provided to be very valuable as it given the researcher the range of available data to be gathered/used, limitation and a preview of what is needed to be researched for chapter 2.
Interview questions were developed by reviewing chapter 2.0 and the research aims for the validity of the study. Each questions was thought carefully by the researcher so that it was relevant to the study and in some cases, questions was developed to go beyond some of the theories and literature that was discussed in chapter 2.0. The interview questions were also reviewed by the research study supervisor and a pilot study was conducted earlier to ensure the validity of the interview questions.
The researcher selected key documentation from BPN for documentary analysis that was relevant to the study based on the research aims and review of literature in chapter 2.0.  The documentation selected were also checked and reviewed from the study supervisor to ensure that they were valid and relevant for the research. The selection of documentation were also based on the ‘Anderson’ model (Andersen, 2000)  where possible, while any missing documentation from the model was discussed later in chapter 5.0 – conclusion. 
Observation data were also based on the literature from chapter 2.0 and the aims of the study. The observer only wrote down what was relevant for the study, adds values, and help with the triangulation approach with the other data collection methods. These observation data were also checked and reviewed by the study supervisor to ensure the validity of the study.
[bookmark: _Toc324231172]3.7 Ethical Consideration
Names of key personnel interviewed were omitted in case there were possible repercussions to them if managing director found out the content of their interview. Although the managing director assured there were no repercussion, the researcher decided to restrict access. The study will be made available to the public domain; however the key personnel have remained anonymous.
Questions were previewed by a senior employee in BPN to be approved before conducting the interviews so that the questions are within reasons to be asked to key personnel in BPN. This was requested by the researcher and not by BPN, as the researcher does not want to put the interviewees in a difficult position or due stress at the interview nor force an answer that could potentially cause harm to their job security.


[bookmark: _Toc324231173]4.0 Results and Analysis

[bookmark: _Toc324231174]4.1 Interview Analysis:
[bookmark: _Toc324231175]4.1.1 CSR/ Business Ethics Definitions
There were several definitions of ethics and morals gathered from the interviews but no agreed consensus on the meaning. This shows that the terms are difficult to define and the working definition used for this study (Chapter 1.3.1) does not follow that of the participants’ definition, however the working definition does give a starting reference point for this study and most respondents were happy to discuss issues within this framework.
Two participants defined it as 'everyone having a ‘fair deal’ or minimising the negative consequences whilst maximising the positive impact of the overall result of the action.' This relates back to Baron et al. (1997) where the author discusses the theories of Bentham and Mill theories, which state that acts which produce the greatest good for the greatest number are what is important; whereas two other participant's view are closer to that of Kantian theory, discussed earlier by McCormick (2005). They define ethics and morals as a set of rules to follow or in this case, follow the law. Another participant defines it as 'driven by one's own conscience'. The participant explained further that if the person feels it is the right thing to do, then it is a moral act, discussed by Ward (2010) regarding ‘Virtue Theory’.
However, the owner explained that in his opinion 'there is no definition of ethics or morals'. He goes on to say that there should be no specific definition as it is difficult to define in a sentence but as a generic definition, he defined it as 'acting fair to yourself and others, and being reasonable for all parties involved'. 
The data gathered from the interviews seems to suggest that all participants see ethics differently and their views on how they should act vary. The owner's view is fairly neutral, leaning almost towards Bentham and Mill's philosophy; as the owner regards it overall as being ‘fair’ to oneself and to others.
[bookmark: _Toc324231176]4.1.2 Leadership:
All participants acknowledged that the owner has a strong influence on the ethics of the business and how they should behave in the company. The owner also believed that most of his ethical views are being passed down to the running of the business and to some extent influencing the employees’ behaviour and conduct. Guarnieri & Kao (2008) discuss how critical a good leadership can be when ethical views are being passed down to employees and to influence the whole business ethical views. Also mentioned earlier in the study is Spence's proposition (2007) that SMEs' ethics tend to be dictated by the owner. 
However, one participant discusses that the owner's influences are not as strong as before when the company was smaller, and that he seems to be losing more and more influence as the company grows. The participant discussed that the specific job roles created have shifted the influence from the owner to the new job role to some extent. For example, the Human Resources department now writes up positive framework behaviour as a guideline on how employees should behave, whereas this used to be followed informally with reference to the owner's example.
[bookmark: _Toc324231177]4.1.3 Ethics Conflict with Business Objectives:
Two participants strongly believed that 'behaving ethically is more important than making money for the business' despite potentially leading to staff redundancy. What is more interesting is that these two participants' job duties are very sensitive towards ethics and morality concerning their day-to-day tasks (Safety and IT) and also their duties are not directly involved with making money for the business. This seems to suggest that their priority leans towards ethics and morality as otherwise their roles in the business would become unnecessary. 
The rest of the participants believed that making money for the business comes before CSR or behaving ethically. Some participants explained that 'without a business, how can you conduct ethical conducts?' Despite this, they all agreed that it is important not to make money through unethical means. Some participants discussed that 'good CSR or being ethical has financial costs for the business' where there is a balance between profit and ethics within BPN. One participant in particular mentioned that 'sometimes the owner's CSR activities have to be dissuaded to using up too much resources and costing a great deal', but from there a compromise is made where other cheaper CSR activities can be accomplished without financially crippling BPN. This is illustrated by Hermes et al. (2004) regarding key challenges for SMEs in implementing CSR. The general consensus gathered from the interviews suggests that there is a juggling act between being ethical and making profit, overly strict ethical guidelines can damage the company's finances, but lax ethical guidelines may affect the company's reputation to consumers and become inconsistent with the owner's ethical views. The owner strongly believed that if the business does great deeds, money will flow into the business, although he does admit that this is long term thinking and patience is vital for business success. This is discussed by Porter and Kramer (2011) regarding good ethics is good business idea.
[bookmark: _Toc324231178]4.1.4 Stakeholder Priority:
The participants all agreed that customers are in their top three priorities in terms of stakeholders. They were all further asked why customers were so important to them, interestingly, they all mention that the owner placed a lot of emphasis on providing quality customer services; therefore they will do their upmost to provide such a service to the customers. This evidence seems to suggest that the owner's ethical view is being passed down to the running of the business concerning looking after customers as mentioned by IBE (2010). Other key stakeholders the participants mentioned are employees, which is emphasised strongly by the owner. One of the ethical views held by the owner is employee welfare, where the owner strongly emphasised throughout the interview that the welfare of the staff is very important. The owner's key view of employee welfare seems to have been passed down on to the key personnel to carry on the owner's beliefs. 
The following stakeholders that were mentioned during the interviews:
· Employees
· Customers
· Owner
· Suppliers
· Communities
· Government
Arguably, each participant have different priorities depending on which stakeholder they need to keep happy as the business is pulled in several directions at the same time. It needs strong managers to create a good corporate response even if it means having to sacrifice some stakeholders or objectives for others.
[bookmark: _Toc324231179]4.1.5 Right or Wrong?
All the participants agreed that they know what is ethically right or wrong while doing their duties however none of the participants listed internal documentation or guidelines as guidance on how to behave ethically within the organisation. Most participants explained that their upbringing and childhood are some of the key factors that influenced them on ethics while other participants mention that they follow the owner's example of behaving ethically although it was not discussed whether they would follow any unethical behaviour.
This challenges the original interview question regarding ‘how do you define ethics/morals?’. The participants proposed different definitions yet they all stated that they know what is right or wrong. This evidence seems to suggest that individual participants clearly believed what is right or wrong in their view but not as a consensus of a company. 
[bookmark: _Toc324231180]4.1.6 Owner Dynamic in Ethical Leadership
Some participants agreed that the owner behaves ethical but some believed sometimes the owner can behave unethical due to being ‘human’, that the owner can make mistakes and believe in the wrong thing. However, all the participants agreed that if the owner fails to behave ethically, they will all go and talk to the owner and to convince the owner of the wrong-doing but leave the final decision to the owner as he is the overall decision-making of the business. Yet, no participant voiced a strong opinion of possibly leaving the company or even reporting it to the authority if the owner committed a strong unethical conduct. This evidence suggest that variables such as job and financial security may have led to a false answer from the participants for this question and that the participant may just tolerate or turn a blind eye of an unethical behaviour for their personal security. All participants also has the same viewpoint if their personal ethics clashes with the owner/business, that they will talk to the owner on how they feel about it but will take no further action other than dialogue.
[bookmark: _Toc324231181]4.1.7 Stakeholder View of the Business
All participants strongly answered ‘Yes, very important’ regarding on how stakeholders view the business as being ethical. There were no hesitations from any of the participants with the answers, some looked as they were offended by the question itself and expecting the interviewer to know the answer. Participants were probed further for the reason why, and most came back that the business is built on being ‘ethical’ and it is part of the whole business image. Some of the participants seems to hint/suggest that the business would probably cease to exist if the business is not viewed as ‘ethical’, yet no participants even considered what would the business be if it not viewed as ‘ethical’ by the stakeholder. The owner discussed that originally the business was being ethical due to his own morality and opinions, yet over the years, the owner agreed that the business has evolved and has incorporated his ethical views into it. The owner mentioned that 'it was not part of the original business idea but decided to use it as a competitive advantage over the competitors’ e.g. ‘ethical’ brand and to use it as a unique selling point for the business'. Observation data gathered seem to suggest that rest of the management agreed to this competitive advantage being used for BPN.  The owner mentioned that 'growing realisation that good ethics is good business came from feedbacks from customers and communities that they were buying his products due to being ethical and it was something unique compared to his competitors in the same market'.
[bookmark: _Toc324231182]4.1.8 BPN CSR Examples
The business does a lot of good CSR according to all the participants including the owner. They range from local charities/trust, sport communities, animal welfare, local bands to refugee councils around UK. One example the owner gave was, 'we provide sport equipments for the local community sport hall and sponsor kids sport teams. So that the people in the communities who are interested in doing sports, the facilities are there, provided by us'. Most participants agreed that more CSR can be done by BPN by investing more money in existing CSR however one participant mentioned that the business does enough CSR but the money should be spread more equally as at the moment some charity are getting more funds than others. On the other hand, the owner explained that the business is doing too much CSR due to other employees are signing up for other charity/trusts which gone beyond the owner control, which the company should cut back on. The reason the owner gave was that it is draining the company resources at the moment and it is not sustainable in the long run for the business, although the owner did explain that perhaps when the business is making more profit, more investment (relative to increased profit) into CSR can be done.
[bookmark: _Toc324231183]4.1.9 Regulators and Regulations
Majority of the participants believed regulations and regulators are there for a reason and to protect people/organisations although some participants agreed that it is too restrictive or in some cases, ‘over the top’. One example mentioned by a participant is, 'the Health and Safety rules are making it difficult us to work especially we have to stop and thinking at everything we do before proceeding, it just taking up our time when it could be used elsewhere'. Participants were suggesting that these regulators and regulations are making it very difficult for SMEs and sometimes it is near impossible to implement such things with limited resources SMEs have at their disposal compared to larger corporations. On the other hand, the owner mentioned that enforcements are slack where at times it may encourages an unethical action being taken by the business by pushing the boundaries between being legal or illegal. This seems to suggest that despite the owner strong ethical views, behaving ethically is debatable and a hinting of ‘getting away’ with it or cutting corners may entice the business to cross the line of being legal/illegal.
[bookmark: _Toc324231184]4.1.10 Internal CSR/Ethics Documentations
Majority of the participants except for one that has not read all the internal CSR documentation although some mentioned that they were in the process of reading them all, in some cases, they didn’t even know some documentation even existed, such as the positive framework behaviour written by the Human Resource department. The owner admitted that he had not read most of the CSR documentation for the company written by various departments such as health & safety, human resource and so forth. However he explained that the business is committed to pushing CSR forward and have more written documentations for employees. There is a need for communication for BPN between the owner, mangers and the employees.
The owner realised during the interview that too much assumption was made by him for employees to behaving ethically and to follow his lead. The owner believed that more documentations/guidelines would help employees to behave ethically rather than assuming they will.  Other participant agreed with the owner that more guidelines and documentations would help them to behave accordingly however some participants mentioned there must be a balance between too much or too little documentations. This is illustrated by Spencer (2007) where having CSR/Ethics documentation will help small businesses measure social responsibility.
[bookmark: _Toc324231185]4.1.11 Owner Ethical Legacy
The owner hoped that his legacy of his ethical views goes on after someone takes over the business. He believed the core ethics of the business is critical to the success of the company and by keeping that intact in the future, it will in theory ensure the survival/success of the business. The owner also hoped that the business ethics may develop even further in the future and possibly go beyond what he has achieved at the moment.
The owner talked about the approach to be used to achieve this is to make sure that there is an opened communication between himself, managers and employees, so that they will learn, understand and follow his views and beliefs as he steps down from the company in the future. The owner mentioned as well that further documentation of how he wants the company and employees to behave and conduct themselves will ensure his legacy will continue.
[bookmark: _Toc324231186]4.2 Researcher’s Observations – Vignettes (Kitson & Campbell, 1998)
July 2008 to March 2012
[bookmark: _Toc324231187]4.2.1 Ethically Recruitment & Welfare
From the start of the observation, there is already a branded image of BPN being ethical conveyed by the recruiter from BPN, from interviewing the observer for an IT position in the business. The observer found that the recruiters portrayed an ethical workplace to work in especially being introduced to the owner during the recruitment stage and being shown all around various departments, meeting potential work colleagues. The observer felt overwhelm at the time when the owner shook hand and asked ‘how are you finding this company so far?’ the observer was taken back that the owner was genuinely interested in the observer opinion of the company and that his staff were portraying a ethical image of the company. The observer believed it was the charisma and personality that made the difference. However, there may be a problem for the owner legacy if the owner kids or whoever takes over the business in the future does not have the charisma and personality to make such an impact with people.
[bookmark: _Toc324231188]4.2.2 Environment & Sustainability
The observer have seen and heard many things regarding environmental and conservation. Recently, the owner/business started installing solar panels across the business premises to be more eco-friendly. The cost may not be justified for a business, but the owner has a strong belief on the environment and his views have been incorporate into the business with doing good CSR. 
The observer has only limited knowledge regarding the conservation, but the things the observer seen and heard are preserving wildlife habitats, plants/flowers and providing sustainability throughout wildlife across the area. It has been observed at one time that the owner organised a ‘bee’ day out for employees, where a ‘bee’ expert came along and taught the employees about various ‘bee’ in BPN farm, their habitat and plants/flowers for bees. 
[bookmark: _Toc324231189]4.2.3 Employees Welfare
The observer has seen and heard from fellow colleagues on how ‘wonderful’ and ‘generous’ the owner is and that he takes employees welfare as a priority. In some cases, the observer has heard that local people from the community always tries to apply to work in the company after hearing that BPN is a fantastic place to work in although the observer have not heard that directly from the local people.
The observer felt a strong ethical sense of the business of putting employee welfare as it key priority. The observer sees that employees’ welfare is driven by the owner ethical views. This is supported by the participants’ answers from the interviews which listed one of the owner key ethical views is ‘employees’ welfare’. An example was during Christmas time where the owner organised a staff gathering for drinks and ‘finger’ food, where he thanks all the staff with their hard work and how much he appreciates it. It also gives staff to bond with each other and an opportunity to talk to the owner directly about work or casual things. The observer felt like a ‘big’ family and friend’s social gathering than ‘work’ party which the observer believes what the owner is trying to develop.
The observer has always seen the owner goes further with employees’ welfare, by offering additional bonuses, encouraging further training/education, company car, flexible working hours, offering free rugby tickets and so forth. However, over the last 12 months, the company has been cutting back on these additional ‘benefits’, yet the observer cannot confirm what caused this. Speculation from the observer range from difficult economic times, employees’ taking advantages of the benefits or possibly the owner ethical view of employees’ welfare is diminishing and not as strong as before.
[bookmark: _Toc324231190]4.2.4 Ethical Views & CSR Documentations
Over the years, the observer has seen the owner and even fellow colleagues trying to push their ethical views/beliefs onto the observer and other employees, in a way, the observer felt pressured to follow the belief. Although the observer was never forced to agree with these ethical views, the sense of peer pressure and seniority are factors that influenced the observer. However, the observer has never really seen and heard any serious unethical conducts by the business, employees or the owner although the observer suspect they were more likely only known only by senior management.
The observer has recently seen in the last 12-18 months that documentations and internal CSR are being pushed forward, for example, the health & safety is taken seriously by BPN which would had never happened few years ago. Although the observer believe this is driven by legalisations and regulations rather than being pro-active with documentations and internal CSR.
[bookmark: _Toc324231191]4.2.5 Sponsorships/Charities & Helpline
The observer has heard and seen the business doing sponsorships to animal charities/trusts and organising regional dog show which became very successful and is now an annual event for the business. The people in the region ‘loved’ the annual event as it is a family event with pets and a good opportunity to ask for advice about their dogs.BPN goes beyond just sponsorship, they have a large ‘breeder’ scheme where they help and provide food for breeders to raise their pups which the observer been told that it is a drain on the company resources and finance without really getting anything back to the business. 
The observer has also seen a key marketing push for ‘free nutritionists’ advices to customers, where customers can phone in and ask for pet care advice, whether it is an in-depth advice on managing specific health problems or simply fine tuning feeding amounts. One example was a customer ordering a huge amount of food for 1 dog which the sales team picked up and asked the ‘nutritionists’ team if it was ok. The nutritionists’ team asked the sales team not to sell that amount of food to the dog owner because it will be over-feeding the dog which could later develop health problem. In the end, the dog owner had to order a reduced amount of food for his/her dog. This shows an example of an ethical company which is looking out for the welfare of the animal than making profit.
[bookmark: _Toc324231192]4.3 Documentary Analysis
[bookmark: _Toc324231193]4.3.1 Values/Mission Statements
[bookmark: OLE_LINK5]There were no official internal documentations stating the business values and mission statements, although it does not necessary mean they do not have one. Various documentations, both internal and external (e.g. websites) seem to convey the business values through the brand, reputation and image. From the interviews and observation data gathered, organisational values seem to be embedded in the employees’ mindset (the ‘psychological contract’) which shapes the culture and performance of the business. The business website (http://burnspet.co.uk) overall focuses a lot on high quality ingredients, environmental conservation, the roles in the local community and so forth. These key points seems to agreed what already been observed and data gathered from the interviews. Thus from the evidences, it seems to suggest that BPN do have business values and mission statements just not officially documented.
[bookmark: _Toc324231194]4.3.2 Codes of Conduct
There are various codes of conducts within the business such as framework of behaviour (appendix 4), employees’ handbook (appendix 5 – snapshot) and health & safety (appendix 6 – snapshot).
The framework of behaviour (appendix 4) demonstrates clear employee values to support the business to achieve their shared vision. The framework outlines relevant vocational skills and performance expectations to satisfy job responsibility. The framework document can be split into five sections:
· Professional Leadership
· Business Awareness
· Working Together
· Equality and Diversity
· Environment and Ethics
This documentation shows a common framework to guide employees’ behaviour within BPN and it demonstrates to the employees how the company expects them to behave. However, from the data gathered from the interviews, majority of the participants admitted that they have not read this documentation. This raises the questions if other employees have read it or if they have done so, do they take it seriously. The framework documentation does demonstrate the willingness of BPN to communicate to their employees with ethics and CSR.
Appendix 6 regarding health & safety demonstrate that BPN takes employees welfare a priority by giving them documentation on safety in the workplace. The interview data gathered enforces this ‘employee’s welfare’ from the owner stating that one of his key ethical views is ‘employees welfare’. On the other hand, it can be argued that legally BPN has to document these health & safety issues and to look out for employees’ safety in the company.
The documentations for code of conducts shows that BPN has a compliance culture where it is doing what is regulated rather than being pro-active and doing more than it is legally required. Although it is difficult to measure and conclude if they are doing more than a SME would normally do or is it being compared to the bigger corporations.
[bookmark: _Toc324231195]4.3.3 Feedback Gathering & Analysis
There is very little documentation for this section however from the observation data gathered, the observer identified that BPN are working on more documentation of feedback gathering & analysis. There are however, testimonial from customers from the burns testimonial webpage, Burns Pet Nutrition (2012) gave an example of one:
Hi, Just like you say our pleased our girls, Treacle (mum) and Honey (daughter), love your lamb and chicken with brown rice pet food. They are Cavalier King Charles breed, who are always hungry. Thanks to Burns, we can now control their weight, and give them dried food they truly love. We feed them three times a day, and they empty their bowls immediately, without even looking up. They are a difficult breed to control weight, but thanks to Burns we can. We also give them Burns as treat and they love it.
Well done Burns, you certainly keep our girls healthy and very happy.
Eve and George.
This evidence shows that customers viewed the company as providing good quality pet food that helps keep their pet healthy and happy. This is the image conveyed to the public as mentioned earlier regarding the values/mission statements of the business.
[bookmark: _Toc324231196]4.3.4 Summary
Based on the ‘Anderson’ model (Andersen, 2000), there are very few documentation for functional responsibility, education & training, performance reviews/rewards and external assessment to be used for analysis. Some of them are in the early stages of being documented which are incomplete and still in the ‘trial’ phase for being official documentation for BPN.
However, as earlier evidence shown, BPN do have documentations regarding ethics and CSR, and is working toward other documentation they lack. For a SME, this is a positive step despite the argument against ‘why SMEs do not have ethics/CSR’ from chapter 2.0. It also shows that BPN is beginning to take ethics and CSR as a priority and slowly documenting to enforce their values and mission statements of the business rather than conveying it through brand, reputation and image.  

[bookmark: _Toc324231197][bookmark: _Toc71375348]5.0 Conclusions
[bookmark: _Toc71375349]This study has identified, evaluated and analysed the ethical roles played by an SME owner and key personnel, the power of stakeholder pressure and the regulatory relevant to specific industries. A case study strategy based on a triangulation approach has been presented, combining interviews, observation and documentary evaluation in the analysis. 
This Chapter re-examines the results of the study and the literature reviewed in Chapter 2, and discusses the connection between the two. It concludes with an exploration of future research and recommendations for Burns Pet Nutrition. 
[bookmark: _Toc324231198]5.1 Limitations
There were a number of limitations encountered along the stages of the study. These include:
· Time constraint – The time available to conduct the research is one of the key limitations for the study. More time would have allowed interviews to be conducted on other employees rather than just key personnel.  This would have given a richer view of ethics from the top (owner) all the way down to the bottom. Additional time also would have allowed further documents to be gathered such as digital documents or third  party documentation of BPN which would have added value and depth to the documentary analysis.
· Limited Academic Research – There were limited research materials available on ethics in SMEs thus the evaluation framework and methodology were decided by the researcher based on the analysis of literature and methodology discussed in Chapters 2 & 3. Had there been more research available, it would have given the researcher a structured framework and methodology for analysis and helped to investigate specific area, which would have provided richer and deeper research materials. This is the reason why the study is not testing a hypothesis, however the data collection does reflect the research and conceptual underpinning that does exist.
· Time Scope – Scope of the observation was 4 years of data but nothing earlier than that. If the observer was at the start of the creation of BPN, a deeper understanding of the transformation of the ethics within the company as it has grown over the years would have been accounted for. It would have shown interesting insight such as how the owner's ethical views changed over the years, or a greater understanding on the original purpose of the owner in starting up an ethical company.
· Sampling Group – There were 8 out of the possible 15 key personnel at the time that were interviewed for the study, however former employees/key personnel were not part of the sample group nor were the remaining 7 personnel interviewed. The other current key personnel represented other industries in the company e.g. farm, construction etc which could have given a different perspective of ethics and CSR for BPN. Former employees/key personnel could have also provided additional perspectives for the study. Other stakeholders such as community leaders, schools and customers would have also added depth and another points of view to the study.
· Single SME/Industry – The study only researched a single SME in the pet food industry. If additional SMEs and different industries were included, it would have added depth and comparative data/analysis to the research, thus enhancing the conclusions and recommendations derived from the research. It would have also improved the reliability and validity of the study.
· Reliability & Validity – The study took on three data collection methods: interviews, observation and documentary analysis which involved decision making from the researcher on whether the content was to be used or omitted. It is likely that subjective, broad and biased decisions were made in collecting and choosing data and these are open to interpretations especially as `the researcher/observer/interviewer works for BPN.  An independent researcher may have gathered additional data than the current researcher due to being neutral and participants may have felt more open and forthcoming with an independent researcher. 
· Restricted Data – Gathering data has been limited in some cases due to BPN refusing some content to be used and legally it was not possible for reasons such as the Data Protection Act. Although there was a lot of data available to be used in the analysis, restricted materials may have added another dimension to the study. 
[bookmark: _Toc324231199]5.2 Achievement of Objectives:
The aims and objectives of the study were set out in Chapter 1.2.   
[bookmark: _Toc324231200]5.2.1 Philosophy and Philosophers:
This study has identified and evaluated the key philosophers with regards to ethics although some aspects of the results did not fall under the philosophies as described in Chapter 2. 
The three key ethical theories, virtue, deontological and utilitarianist as outlined in Chapter 2 played a role on understanding the employees and owner in BPN of their ethical views.  The results showed that some will act on what they believe to be moral (virtue theory) e.g. 'driven by one's own conscience'. Some will follow the law and rules despite the consequences (deontological) while some others maximise the positive impact of an action (utilitarian), e.g. 'minimising the negative consequences whilst maximising the positive impact of the overall result of the action'. However, 'being fair to oneself and others' was a difficult response to classify; although it was leaning towards utilitarian, perhaps this is covered by another philosophical domain which was not reviewed in Chapter 2. 
The results from the study agree with these philosophers theories of ethics and on how people behave, however some aspects of the results have given an insight that some theories are interchangeable during certain situation.  There are pressures and influences that often override ethical commitments such as economic reasons, friendship and self-preservation within a business. For example, the owner of BPN had to reduce his commitments and investment to ethics and CSR for the business due to the economic downturn. This study concludes that in the world of business, the ethics of a person or company is adapted to the ever changing climate and circumstances of the business. Perhaps it is self-interest or certain ethical principles takes priority over other principles that causes a business to disregard ethical considerations.
[bookmark: _Toc324231201]5.2.2 Business Ethics and Corporate Social Responsibility (CSR):
BPN has conducted various CSR, both internally and externally such as employee welfare, donation to charities/trusts, environmental conservation and animal welfare. It has led to positive feedback from many stakeholders and employees which has helped to establish a creation of trust, cooperation and synergies for the company. CSR is good for SMEs; it creates value and reputation for the business which has the same effect for bigger corporation. In Chapter 2, Hosmer (1994) mentioned that good ethics is good business investment, which would lead to creation of trust and cooperation with various stakeholders thus creating synergies for the company. 
Like any investment, it is difficult to justify sustaining CSR investment for a long period of time unless financially the company is able to afford it especially for BPN where lack of resources and capabilities reduces CSR. Schwab (1996) argues that would a firm facing likely bankruptcy still have the incentives to retain ethics and CSR that only pay off in the long-run where the firm might not even exist in the future? There is a fine balance between financially committing to CSR and sustaining it for the long term where the financial aspect of the business has to take priority. In the case of BPN, the owner has been dissuaded from committing too much money and resources into future CSR so that the current CSR activities are financially sustainable for the long term.
SMEs often perform little CSR and business ethics activities however this study found that BPN does conduct tasks in these domains, although not to the extent of the bigger corporations. The Anderson model (Andersen, 2000)  is a survey that listed CSR activities more commonly among 'heavily branded' companies yet BPN has shown some evidence from documentation, observation and interviews to achieving it. BPN values/mission statement is written and portrayed around their business conduct such as their website, employees/business ethos and the owner's ethical views. Positive Behaviour Framework and Health & Safety guidelines are some of the Codes of Conduct BPN has, their Organisational Chart and the strong ethical views from the owners are part of their robust leadership. BPN is not fully compliant with the rest of the Anderson Model (Andersen, 2000), but they making progress to achieving it in the future which shows that they are committed to CSR in the foreseeable future.  
[bookmark: _Toc324231202]5.2.3 SME Ethics:
BPN has developed and utilised their CSR and ethical practices for competitive advantage over other business. They have used their reputation of being ‘ethical’ and CSR conduct as a marketing tool to entice ethically conscious customers to buy their products over their competitors. Wilson (1980)  indicated that 'good ethical practice and integrity create potential competitive advantage for some small firms', which follows what the study has found.
BPN's ethics are strongly influenced by the owner's ethical views as employees respect him and follow his ethical goals and vision. IBE (2010) mention that 'the case of ethics of a small organisation is typically influenced by the managers or managing director through their visible presence, their personal attitudes and behaviours'.  However, employees do not necessarily agree with or believe in all of the owner’s ethical views but accept the fact that he is the owner of the business and will carry out the owner wishes.
SMEs that do CSR do not often express them formally through documentation, however BPN do document their CSR activities and ethical practices although not in as much detail as the larger corporations. There is further CSR documentation BPN could do and they are showing willingness to accomplish this. Hammann et al. (2009) explains that 'SMEs is not expressed in formally written codes of conduct or certificates as it is in larger corporations, but it is reflected in the personal orientation and the action of the SME owner.
[bookmark: _Toc324231203]5.2.4 Shareholders and Stakeholders Theory:
BPN's philosophy follows the stakeholder’s theory rather than shareholder theory. The company's emphasis is on customers, employees and communities as their stakeholders as outlined by 'The Stakeholder Model' (Donaldson & Preston, 1995). The model and the specific emphasis BPN placed on stakeholders determined their priority on how they behave concerning their CSR and ethical practices. Freeman et al. (2004) mentioned 'what responsibility does management have to stakeholders?', in this case for BPN,  customers, employee and communities are their priority.
This study concludes that the business follows the four stages of the Carroll Pyramid (2004), economic, legal, ethical and philanthropic responsibility. The results obtained show that BPN satisfied the economic responsibility such as providing jobs, taxes to the government and local area development; while, the business conducts itself within the law such as enforcing Health and Safety policies and advertising within the Advertising Agency specification (Legal Responsibility). BPN's owner takes employee welfare as a priority while the business takes customer services as its primary concern, both following the ethical responsibility from the Carroll Pyramid (2004). The owner and the business provide donation to various charities/trusts, local sport communities and animal charities which falls under philanthropic responsibility.
[bookmark: _Toc324231204]5.2.5 Leadership, Code of Conducts and Regulations:
After observing BPN and conducting interviews, it is evident  that the owner is charismatic and well respected by his employees as he is able to inspire others and has a vision of where the business should be in the future. Guarnieri & Kao (2008) explain that 'leaders must not only have the capacity to lead complex organisations with global scope and scale, they must demonstrate visionary thinking and uphold the highest ethical standards'. The owner falls under two of the four types and approaches of leadership as outlined by Tulder & Zwart (2006), Charismatic and Visionary, where the individual is proactive with CSR and ethics. This study found that the owner is pro/inter-active with CSR and has a strong influence over the ethics and morality in the business, but it also raises the question of whether the business is too dependent on the owner.
BPN has several Codes of Conduct such as Health & Safety, the Employee Handbook and the Positive Behaviour Framework. These Codes of Conduct help communication between the employees and the company to ensure their behaviour and conduct are ethical and consistent. Codes are perceived as fundamental to the establishment of CSR policies within an organisation and essential to creating and sustaining an ethical organisational culture (Collins, 2004). Although these Codes of Conduct are relatively new for BPN there are concerns of enforcement and ensuring that employees will read it, for the study found that not everyone has read them all.
This study concludes that BPN follows regulations and there would be legal repercussions if they do not. There are times when BPN are forced to change their actions after advice from regulators such as the Advertising Agency on potentially misleading customers on their wording on the products they sell. Yet, BPN acknowledged their error, took required actions to resolve it and learnt from their mistakes by ensuring it does not happen again in the future. Corporations are more likely to behave socially responsible if strong and well-enforced state regulations are in place to ensure such behaviour (Campbell, 2007). The study's findings suggest that regulations would level the playing field by not exposing BPN to the high costs of being ethical when less scrupulous companies would be less compelled to comply with law and regulations.
[bookmark: _Toc324231205]5.3 Recommendations
· Future Research
There is a need for further research into other SMEs and other industry sectors to acknowledge and dispute this study's findings. This study lack data for generalising ethics in SMEs, furthermore it cannot be used for generating new theories and framework, as the research is only limited to a single SME and one particular industry. Findings and conclusions from the research are restrictive and limited due to this, although this study does provide a valuable insight of ethics in SMEs.

There is also a need for additional research into other employees in BPN rather than just the owner and key personnel. It would show a wider and alternative perspective of the owner ethical views passed down to the employees and how much of these are being distorted by key personnel.
· Legal, Regulations and Regulators
BPN needs to recruit specialist employees who can understand the legal requirements, regulations and regulators' requirements. This would give BPN guidance and regulations on business activities which could prove illegal and unethical, and so ignorance of the law could be avoided by BPN in the future.
· CSR Documents, Training and Recruitment
BPN should focus on increasing the promotion of CSR and ethical behaviour for the employees and the company. There is a need for further CSR and ethical documentation to help guide the employees' ethical conduct and the expectation of business behaviour to society.  There should be an adequate amount of documentation to cover the key areas of ethical behaviour and CSR.

Ethical leadership skills training key personnel would help support the promotion of CSR activities and would encourage other employees to behave ethically for BPN. Recruitment would also support this by hiring ethical personnel in the future and perhaps specific CSR/Ethical job within BPN to encourage and sustain CSR for the future.
· New Technology
There is a need of investment into new technology which would support BPN's current and future development of CSR activities and ethical behaviour by enabling it to be more efficient with distributing content to its users, reducing costs and it would open up new opportunities for modern CSR techniques. However, new technology would provide new challenges and issues; and employees would need to be given guidelines and training to be able to deal with these obstacles.
· Economic Downturn
It is essential to maintain control of the cost of CSR and ethical activities for BPN during the current economy. The business needs to be making a profit and have enough capital reserved for strategic expansion and growth of the company in the future before spending on CSR activities. BPN could also reduce investment into current CSR activities to ensure the survival of the company during the economic downturn. 
· Family
The owner needs to ensure that his family acknowledge and understand his ethical views. It would allow the owner's legacy to be carried on in the future when he steps down as owner and is replaced by a member of his family. By maintaining the same ethos as the original owner, it will allow the culture and reputation of BPN to remain intact with minimum disruption.
The study's conclusions are inconclusive given the SME research limitations, however, recommendations include the need to implement further formal documentation, reviewing current and future CSR and to sustain the commitment to CSR in the long term.  The objectives of the study have been met but further research is required to develop what has been found from the study. It is hoped that the results of this study will contribute to the understanding of ethics within SMEs and its owner.  
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Managing Director – John Burns
Introduction
My research is on the Corporate Social Responsibility of Burns. I think Burns is a good example and is generally doing a good job. I am trying to find out what and why it is doing these things. I also would like to recommend ways in which it can improve. Thank you for participating in this interview.
Questions
1. In your view, how do you define ethics/morals/social responsibility?
2. Are you influenced/driven by what society think what is right or wrong?
· Do you sometimes disagree and act on this?
3. How much of an influence of your ethical views is passed down to the running of the business?
· Can you give me some examples?
· What have been the main influences on your principles?
4. Do you believe behaving ethically is more important than making money for the business?
· What happens if it leads to staff redundancies or worst, business closure? Is your priority with your principle/morals, to the business or to the stakeholders?
5. During your time with the running of the company, have you faced negative comments/publicity of poor Corporate Social Responsibility for the business?
· If so, how was it dealt with and do you believe if you had Corporate Social Responsibility guidelines on resolving it would have helped or even prevented it?
6. Do you expect your employees to carry out their duties ethically?
· Do you believe employees should know what is ethically right/wrong? Can you elaborate further?
· What happens if they fail to behave ethically?
7. What happens if employee’s personal ethics clashes with the business or yourself? How do you feel about this?
8. How important is it for you that stakeholder view the business as ‘ethical’?
· Explain further?
9. Can you give some examples and explain some good Corporate Social Responsibility the business has done. e.g. Charity, Environment, local community etc
· Do you believe the company could further improve on their CSR? 
· Can you give examples?
10. What are your opinions on government regulation, industry self-regulation, and legalisations?
· Do you believe there should be more regulations for businesses?
· Why?
11. I’ve seen some documentations on CSR for our company such as positive behaviour framework, employees handbook etc, are you personally, committed to driving CSR forward for Burns in the future and having more documentations on CSR, e.g. code of conducts, 3rd parties audits, or do you expect employees to follow your lead and use their own judgement?
12. If your family or someone else takes over the business in the future, do you expect them to carry on your ethical views and their commitment to CSR?
· How important is this for you?

[bookmark: _Toc324231209]Appendix 2
Line-Managers
Introduction
My research is on the Corporate Social Responsibility of Burns. I think Burns is a good example and is generally doing a good job. I am trying to find out what and why it is doing these things. I also would like to recommend ways in which it can improve. Thank you for participating in this interview.
Questions
1. In your view, how do you define ethics/morals/social responsibility?
2. Are you influenced/driven by what society think what is right or wrong?
· Do you sometimes disagree and act on this?
3. How much of an influence do you believe the John has on the overall ethical conducts to the business or how you should behave for the business?
· Can you give me some examples?
· What have been the main influences?
4. Do you believe behaving ethically is more important than making money for the business?
· What happens if it leads to staff redundancies or worst, business closure? Is your priority with your principle/morals, to the business or the stakeholders?
5. How do you know what is ethically right or wrong while doing your duties?
· What guidance have you been given?
6. During your time with the running of the company, have you faced negative comments/publicity of poor CSR for the business?
· If so, how was it dealt with and do you believe if you had CSR guidelines on resolving it would have helped or even prevented it?
7. Do you expect the John to always behave ethically?
· Do you believe John should know what is ethically right/wrong? Can you explain further?
· How would you feel if John fail to behave ethically?
8. What happens if your personal ethics clash with the business or John?
9. How important is it for you that stakeholder view the business as ‘ethical’?
· Explain further?
10. Can you give some examples and explain some good CSR the business or you have done.
· Do you believe the company could further improve on their CSR? Such as?
11. What are your opinions on government regulation, industry self-regulation, and legalisations to stop business behaving unethically?
· Can you give some examples?
12. Have you read the CSR documentations available for Burns?
· Do you think documentations on ethical behaviours will help the other employees and the business to behave responsible?
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SECTION 1 – COMPANY RULES 
1.1 Whilst working for the Company your overriding responsibilities are:- 
1.1.1 To observe all safety rules and to act in a manner that ensures your own health and safety and the health and safety of others; and 
1.1.2 To act wholeheartedly in the best interests of the Company. 
1.2 Any conduct that either puts your own health and safety at risk or the health and safety of others at risk will normally be treated as gross misconduct. 
1.3 Any conduct that is detrimental to the best interests of the Company or its relations with customers/clients, suppliers or the general public will normally be treated as gross misconduct. 
1.4 Your general duties include the following:- 
1.4.1 To work hard, conscientiously, safely and loyally on behalf of the Company. 
1.4.2 Not to be involved in any work or activity which is in competition with the Company or which might adversely affect the Company’s best interests. 
1.4.3 To obey the reasonable and lawful instructions of the Company and to be flexible in helping the Company achieve its objectives. 
1.4.4 To produce work of the best possible quality. 
1.4.5 To respect and care for the Company’s property. 
1.4.6 To strictly obey all Rules and Regulations relating to health and safety and report to your Line Manager any hazards to safe working arrangements. 
1.4.7 To comply with the Company’s equal opportunities policy and to co-operate with it to ensure a working environment that is free from discrimination and prejudice and the fear of harassment or violence. 
1.4.8 Whilst working for the Company to devote all of your time and attention to your duties. You must not engage in any other business, activity or employment (either inside or outside your normal working hours) that interferes with this duty. 
1.4.9 To notify the Company at the earliest opportunity about any change in your personal circumstances such as your name, address or telephone number.
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