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Abstract:
This article explores the relationship between corporate governance systems and the social responsibility of small and medium-sized enterprises (SMEs). The empirical study conducted by the authors is based on a sample of 176 French and Italian SMEs. It reveals that companies that are possessed and managed by family-members show more social responsibility than companies that are owned by third parties and run by external managers. Moreover, French and Italian companies demonstrate different social behaviours, which can be explained by the characteristics of their structural and institutional environment.
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1. Introduction

The past years have witnessed an ongoing proliferation of research on the themes of corporate governance and social responsibility (Denis, 2001; Core, Guay & Larcker, 2001; Klonoski, 1991; Preston, 1975). The two themes are closely linked, because the social behaviour of firms is shaped by corporate governance rules (Evans, Pruzan & Zadek, 1997).

Corporate governance has been interpreted in two different ways. On one side, corporate governance has been defined as the set of institutional and market rules that allow shareholders to monitor decision making in business firms (Shleifer & Vishny, 1997). Under the influence of classical financial theory and after the pioneering article of Jensen and Mecking (1976), these scholars have mainly focused their attention on the mechanisms that regulate the potential conflicts arising between managers and shareholders (Daily & Dalton, 2003; Parthiban & Rahul, 1996). This aspect is certainly very important for large firms, but when applied to small and medium-sized enterprises (SMEs), the separation problem tends to disappear, mainly because of the role played by the entrepreneur who usually owns and controls the firm (Casson, 1996; Gauzente & Kalika, 2001).

On the other side, corporate governance has been interpreted in a broader sense, that is the process by which stakeholders such as customers, trade-unions, local communities and shareholders influence managerial behaviours (Donaldson & Preston, 1995). This second definition seems more relevant for the analysis of small and medium-sized firms.

The joint analysis of the questions of corporate governance and social responsibility seems particularly relevant, especially in Europe where the industrial district is deeply restructured under the triple influence of the phenomenon of globalisation (and the new associated constraints of competitivity), of the process of European integration (and the implementation of competitive conditions) and of internationalisation strategies that are undertaken by firms. It is thus important to be concerned about the organisational mechanisms that have the effect to delimit power and to influence the decisions of managers, in other words those that « govern » their behaviour. These behaviours represent simultaneously advantages and socio-economic costs: they affect the quality of employment, the unemployment rate, the adjustment of territory, the balance (or imbalance) of public and social accounts, the perspectives of economic growth and of social welfare, the allocation of resources, and the quality of the environment (the preservation of the eco-system).

These considerations are largely emphasised by the media whenever they concern large corporations. However, they tend to be neglected when the concern small and medium-sized enterprises, which are traditionally more discrete and generally possess smaller communication services. The University of Pavia and Strasbourg (Robert Schuman) have been investigating the research field of SMEs for a long period of time; the authors of this article have found clearly differentiated social behaviours of SMEs as compared to those of large corporations. They put forward the hypothesis that the behaviour of SMEs in regard to work force should be more respective, less abrupt, and less expeditious, and that SMEs should also have a more stable localisation than large multinational enterprises. This hypothesis is tested on a sample of 176 SMEs that have been investigated through a large set of strategic and organisational questions within the European ADAPT-program (the project has been initiated by the CESAG research centre, Robert Schuman University, Strasbourg).

Before presenting the empirical findings of these investigations, this paper intends to clarify the concept of «social responsibility» as it is developed in a broad sense, and more specifically by the European authorities. However, this concept is far from being abstract and acquires a growing resonance. SMEs participate to this evolution. These different aspects will be examined in the following section (2: The Corporate Social Responsibility of SMEs).

The relationship between corporate governance and social responsibility applied to the context of SMEs is explained by the terms that have been presented in the literature: some major elements will be resumed in the third section (3: Specific Features of SMEs Linked to Corporate Social Responsibility). The most innovative contribution of this paper is the empirical observation that has been conducted within the ADAPT-program. The findings will be presented and analysed in section 4 (Empirical Evidences).

2. The Corporate Social Responsibility of SMEs 

2.1. The Concept of Social Responsibility
The principle of corporate social responsibility was already in existence several centuries ago and was most notable – to the best of our knowledge – in the Protestant and Muslim religious doctrines. On the way, and especially at the end of the 20th century, this principle was neglected in favour of the belief, largely accepted in the free world, in the almost absolute efficiency of the marketplace and to the undoubtedly abusive reference to return on equity as a criteria for an action’s efficacy. The social consequences of an action were then treated with contempt by a large part of socio-economic decision-makers (companies, financial institutions, even public authorities and political powers). Consequently, observers perceived a certain disconnection between the financial sphere (largely speculative) and the sphere of real economics. The series of scandals that has affected the financial sector over the past few years then created a crisis of confidence in the system and raised the problem of the legitimacy of “pure” capitalism, echoed notably in the protest movements against unbridled globalisation, without borders or moral principles.

In response to this contested evolution, the debate has been engaged on several levels. On the level of companies, the European Commission presented a Green Book in July 2001 promoting a European framework for the social responsibility of companies. This document defined corporate social responsibility as the voluntary integration by companies of social and environmental issues within their commercial activities and their relationships with their stakeholders, with companies proving increasingly conscious that responsible behaviour is connected to sustainable commercial success (European Commission, 2001). Corporate social responsibility has also led to a socially responsible management of change on the company level. This result is obtained when it is forced to find well-balanced compromises, acceptable to all, between the wants and needs of the parties involved. If they are able to manage mutations in a socially responsible manner, companies will then have a positive impact on the macro-economic level (European Commission, 2002: 3).

Corporate social responsibility can then contribute to the realisation of the strategic objective set at the European Summit of Lisbon in March 2000, that is to become by 2010 “the most competitive and dynamic knowledge economy in the world, capable of sustainable economic growth accompanied by quantitative and qualitative improvement in employment and of a great deal more social cohesion” (European Commission, 2002: 3). The goal is ambitious; it is interesting to note that, in the mind of European authorities, its implementation is largely dependent upon corporate social responsibility, thus promoting a “culture of corporate social responsibility” (European Commission, 2002: 5).

It progressively appears that the application of corporate social responsibility can be considered as an appropriate policy for economic success and not as a philanthropic aside. This policy is becoming rational, reasonable and strategic.

2.2. New Practices
A new vision of a company’s success is emerging: it goes beyond purely financial aspects, recognising the crucial factors of managing human capital and providing continuing education, integrating diversity, promoting strong relations with stakeholders or demonstrating concern for the environment (Bonfiglioli & Hinderer, 2003). New practices are being developed in the financial sector.

A survey undertaken by Price Waterhouse Coopers in January 2002 reveals that 70% of corporate managers consider corporate social responsibility as an essential strategic element in a company’s profitability.

A large number of multinational groups has responded to the concerns of their stakeholders by offering a growing transparency regarding not only their performance but also their social and environmental impact. 

Changes are also taking place on the structural and operational levels of companies. In many companies, there exist specialised departments or functions for sustainable development, the company’s societal and social responsibility, and relations with stakeholders. These preoccupations also affect the processes of innovation on the level of products and services.

A new attention is being placed on ethical aspects of the production process, denouncing, as such, child labour practices or inhumane working conditions in certain countries.

New management tools have been created, such as the balanced scorecards, corporate “control panels” that integrate the social and environmental dimension, translating these elements into measures of performance and cost. Action plans are developed consequentially. 

Employees of companies that are sensitive to corporate social responsibility issues are trained in these areas. 

The role of the financial community is important for the development of these aspects and for spreading them to a larger number of companies. We see positive tendencies in this direction, such as socially responsible investment. There are, nonetheless, hundreds of funds for socially responsible investment (but the sums involved remain relatively modest). These socially responsible investment funds attempt to play upon a snowball effect and to make larger numbers of shareholders and investors sensitive to corporate social responsibility.

The new importance accorded to social performance can also be seen by the appearance of new players: noting agencies or groups for specialised research on the evaluation of non-financial performance of companies.

Moreover, we observe a certain recognition on the level of financial analysts and fund managers. A survey conducted by Euronext, for example, reveals that 51% of fund managers and 37% of analysts surveyed in nine European countries affirm that they favour “responsible” companies in their investment decisions and recommendations. Social and environmental performance is then considered as an indication of a good management of risk. In several European countries, tax breaks are being put into place for individuals investing in financial products that meet certain environmental criteria.

2.3. SMEs and Social Responsibility

The mentioned initiatives and new practices (in 2.2.) concern primarily the larger enterprises, but SMEs are also involved in this “new” wave. The Observatory of European SMEs (2002) gives the following results:

· 50% of European SMEs are involved, to different degrees, in external socially responsible causes. This involvement is positively related to enterprise size, ranging from 48% amongst the very small enterprises to 65% and 70% amongst the small and medium-sized enterprises. The involvement does not significantly depend on the sector in which SMEs operate. A North-South European divide can be observed: SMEs from Northern European countries appear to be more involved than SMEs from Southern European companies.

· Support to sporting, cultural and health/welfare activities are the most common external community activities developed by European SMEs. Support to sporting activities is the preferred activity amongst SMEs in all enterprise sizes and in nearly all the countries. Environmental activities not related to the firm’s own operation are much less frequent. Most of SMEs’ external socially responsible activities are occasional and unrelated to the business strategy.
· Though the European SMEs mainly state “ethical reasons” for their involvement in external socially responsible activities, three quarters of them are able to identify business benefits derived from these activities. The main identified benefits include the improvement of customer loyalty and better relations with the general community/public authorities.
· The issue of social responsibility is receiving an increasing attention by public authorities. National European approaches to social responsibility show significant differences in terms of scope and intensity. 8% of European SMEs receive some form of public support (e.g. tax reductions, subsidies, information) when they participate in external socially responsible activities.
3. Specific Features of SMEs Linked to Corporate Social Responsibility
3.1. A Stakeholder Approach to SMEs 

Even if the characteristics of SMEs vary across countries, there is a bunch of features that apply to smaller firms all over the world. Firstly, in many economies, SMEs account for a considerable part of employment and exports (Beamish & Lee, 2003). Despite their importance for national economies, the management literature has generally emphasised the point that SMEs lack financial and managerial resources (Urban & Nanopoulos, 1996). The consequences of this scarcity are a small management structure and a business culture that depends on the local environment. Moreover, management practices of SMEs seem haphazard and very dependent on the priorities set by the entrepreneur-owner managers (Carson, 1990). This central role of the entrepreneur has been considered as the reason for the resistance to formalisation of information which typically characterises SMEs.

In order to gather the main elements mentioned above, we shall attempt to develop a stakeholder framework for European SMEs. Many years have passed since Freeman’s work (1984) on the classification of stakeholders and on the relevant implications of the approach in the strategic management field. A firm’s stakeholder can be defined as “any group or individual who can affect or is affected by the achievement of the organization’s objectives” (Thomson, 1967, as interpreted by Freeman, 1984: 46). According to this broad definition, the range of groups and individuals that are involved in the activities of a firm can vary significantly (Kaler, 2002). Consequently, some problems may arise by focusing on the principle used to identify the various groups of stakeholders (Mitchell, Agle & Wood, 1997). It could be argued that the selection of stakeholders is related to the organisational dimension, the location and the period of time taken into consideration. The result, i.e. the number of detected classes, can vary according to the characteristics of firms.

The item is much more problematic as the firm’s dimension becomes smaller, mainly because of the incurrence of intangible elements, such as trust and reciprocity (Zamagni, 1997; Zamagni & Aldershot, 1995), which do not emerge in formalised contractual relations (Spence, 1999), typical for large firms.

These elements have brought some authors to focus the attention on the definition of individuals, groups and organisations that can be considered as stakeholders for small and medium-sized enterprises. In particular, the traditional list of stakeholders – employees, suppliers, customers, communities and shareholders (Werhane & Freeman, 1999) – was isolated having in mind the large enterprise. This approach cannot easily fit the small business. 

One of the major differences between SMEs and large firms, and in particular of those operating in France and Italy, is to consider the “family” as a stakeholder group. This item emerges quite significantly when the ownership of SMEs is analysed: it appears that the majority of French and Italian SMEs are family-owned (Urban, 2002). If the family is regarded as a stakeholder group, one needs to take into account the two different roles played by members belonging to the same family: (1) family-members that are involved in the daily management of the company and (2) family-members that are not involved in the management of the firm. Conflicts are likely to occur when the second group tries to defend its specific interests. Moreover, it is necessary to consider fiscal aspects that may influence major management decisions. For instance, the French legislation in terms of inheritance taxation is much more restrictive than the Italian legislation. In France, family inheritors have to pay high taxes if they wish to continue the family business. This element may become particularly important and threaten, in some extreme cases, the basis of the firm’s survival if considered in terms of costs to be paid in a period of negative trend. 

The idea of “co-opetition” (Brandenburger & Nalebuff, 1996) may sustain an attempt to enlarge stakeholder definition as to define a framework for small business. 

On one side, in a local context, it is clear that  “competitors” may also be part of the stakeholders’ list. The general idea is that in a system of deep linkages between organisations, such as the environment of SMEs, cooperation sometimes appears to be the only way to survive (Spence, Coles & Harris, 2001). In this sense, it may become fundamental to adopt a cooperative strategy with competitors. This is especially the case of network relationships between SMEs, that cooperate together in order to gain access to business opportunities generated by large enterprise. Sometimes, small enterprises represent a relevant part of the value-chain of large corporations. For example, companies like Fiat and Benetton have an extensive network of small partners (Lorenzoni & Baden Fuller, 1995). In these cases, the most important strength is that of the network; for SMEs, this is one of the most effective ways for achieving stable relationships with the large organisation. 
On the other side, the great challenge for SMEs is that of considering the local community as a relevant stakeholder. In this area, trust and reciprocity really matter. The simple consideration that small firms have to preserve those elements shared with the local community belongs to the social and economic costs in case of a community’s refusal. The community needs to accept the corporation as a responsible organisation. A common pattern of shared values and a corporate mission that can be easily understood and agreed by the community constitute the basis for survival (Tuffrey, 1999). The general meaning of the expression “local community” introduces a specification. 

We can consider another specific theme connected with the identification problems of “suppliers”. This term implies business-to-business relationships and, if widely considered, it can also be referred to financial institutions. The passage is short but artificial at the same time, in the way financial institutions (mainly banks, for small business) can be considered as capital suppliers. However, it seems appropriate to divide the two kinds of transactions, for they are related to different stakeholders: “suppliers” and “financial institutions”.
In general terms, it could be affirmed that the list of stakeholders cannot be exhaustive. The developed conceptual model needs to be completed by the dynamics that every single organisation has in practice. In this perspective, the proposed framework should be considered as a heuristic one.

3.2. Corporate Governance and Characteristics of French and Italian SMEs

Because of different national settings, corporate governance systems considerably vary across nations. The literature historically differentiates two opposite models of capitalism: (1) the Anglo-Saxon model, which is market-oriented and characterised by a strong influence of institutional investors with an emphasis on shareholder-value, and (2) the German and Japanese models that are predominated by a logic of cooperation and partnership, resulting in close relationships between industrial firms, banks, and social partners (Albert, 1991; Commun, 2003; Eckert & Mayrhofer, 2002; Pedersen & Thomsen, 1997; Porter, 1995). 

The French and Italian systems of corporate governance have many similarities with the German and Japanese models of capitalism. Within the framework of the relationship-based corporate governance system, De Jong (1997) has established a distinction between the Germanic and the Latin system (France and Italy). This latter system is characterised by a high degree of direct ownership concentration. Prominent shareholders are mainly private, families or the State, with a very weak or no control from external capital markets. 

The French corporate governance system is characterised by a relatively strong influence of the State. In France, public authorities hold equity stakes in a large number of companies and control the elitist education system (Urban, 2000). Because of the growing pressure of financial markets, some authors have recently qualified the French system as an intermediate form of capitalism, characterised by features of both the German and Japanese model and the Anglo-Saxon model  (Mayrhofer, 2001; Mertens-Santamaria, 1997). 
The Italian corporate governance system is characterised by family capitalism and a widespread use of pyramidal groups i.e “organisations where legally independent firms are controlled by the same entrepreneur through a chain of ownership relations (Bianco & Casavola, 1999, p.1059)”. On one side, sometimes the weakness of the financial market control leads firms to be less influenced in their decision making from direct market pressures (De Jong, 1997). On the other side, indirect market pressures, such as those linked to interest rate policies adopted by banks, may significantly influence the decision making of firms. In general, SMEs attempt to limit uncertainty deriving from these direct and indirect market pressures by considering interests of different groups of stakeholders.

Another important issue concerning the Italian family-owned system of enterprises is that of heritage. It appears that one of the main problems is the unwillingness of the heirs to manage the family-enterprise (Sharmaa, Chrisman & Chuac, 2003). In this case, the firm is sold or, even worse, stops its activities. In other cases, the heirs would like to manage the firm, but do not possess the required capabilities; within a few years, the family-enterprise may then loose its market shares and its value. These are two of the main threats to the survival of the family-owned corporation. To some extent, these problems are common to all SMEs regardless of their geographic location.

The described characteristics of the French and Italian corporate governance systems seem valid for large firms which have been extensively studied (Cescon, 2002). However, little attention has been paid to small and medium-sized enterprises. According to economic theory (Fama & Jensen 1983), the scale of the organisation determines the adopted management style. Some scholars have tested the effects of corporate governance on the productivity of small firms (Cowling  2003), but, according to our knowledge, no studies have been conducted on the possible relationship between corporate governance and social behaviours of SMEs. 

This minor attention is somehow surprising especially if one considers that small and medium-sized  firms constitute the backbone of the European economy and one of the keys to the economic success of European countries (Piore & Sabel, 1984).

As indicated by table 1, Italy registers the greatest number of SMEs with a percentage of 20,34% of the total number of European SMEs, French SMEs account for 12% of European SMEs. Together, Italian and French SMEs represent one third of the total number of European SMEs. Table 1 further reveals that services represent the main sector of activity of European SMEs, ranging from 65% of total activities in the United Kingdom to 91% of total activities in Ireland. As far as company size is concerned, it seems important to point out that four European countries are dominated by micro-enterprises, that is companies with less than ten employees: France, Italy, Greece and Spain. This element could represent a starting point for finding similarities between “Latin” European countries, especially between France and Italy.

According to table 1, the average number of employees of French companies is 7 and that of Italian companies is 4 (Observatory of European SMEs, 2000). The relevance of this kind of argument is provided by the contribution in terms of employment, because class dominance is calculated on it. France and Italy show differences as far as the structure of the economic system is concerned. The percentage of firms that operate in the industrial sector is 27% for Italy and 16% for France, while the European average is of 22%. 

**************************

Table 1

**************************

It can be argued that French and Italian SMEs — and in particular micro firms — form the main structure of each national economy. Hence, an analysis of the management systems of French and Italian SMEs provides a contribution to a better understanding of the two national economies.

French SMEs are embedded in a centralised system, which is characterised by a relatively strong influence of the State. The French government regulates the localisation of major industrial and service activities and thus determines regional development. The creation, financing and structure of SMEs largely depends upon government decisions. This feature explains why an important number of French SMEs prefer to establish strong relationships with the central government and its representatives rather than to develop local networks with other companies and interest groups (Urban, 2000). Moreover, it seems relevant to note that the French elitist education system shapes managers with a high degree of individualism. The growing pressure of financial markets strengthens the individualistic orientation of the French corporate governance system (Mayrhofer, 2001). Consequently, the French system can be qualified as a system of “individual governance”.

Flexibility and deep interrelation with the local community have been studied as points of strength of Italian small and micro firms. Environmental turbulence and continuous change have to be combined with a weak financial structure, typical for Italian SMEs (Cotta Ramusino, 1998, 2000). The trend for short-term investments and the prevalence of bank-based loans remain two of the main problems faced by small Italian firms (Metallo & Pencarelli, 1995). From another point of view, it is possible to underline some elements concerning the approach of Italian SMEs to organise network relationships. The phenomenon, widely known and studied, is that of clusters of small enterprises placed in determined and selected areas of the country (Lorenzoni & Lazerson, 1999; Porter, 1998). Informal relationships, rather than the formal ones, compose the operational framework for knowledge transfer between small firms belonging to the same cluster (Nonaka & Corno, 1999). As many authors have emphasised, this fact constitutes a real point of strength of the Italian system of enterprises. Relationships between firms, especially knowledge transfer, may be considered as a way to improve labour productivity (i.e. effectiveness) by reducing uncertainty. However, one of the very important elements connected to relationship belongs to the system of contacts between firms, other organisations, and local authorities. The network of connections describing the Italian enterprise’s role as a complex system of relationships within a larger community could suggest the idea of something that could be called “shared governance”.

4. Empirical Evidences 
4.1. Presentation of Empirical Study 

The empirical investigation conducted by the authors of this article is based on a sample of 176 French and Italian small and medium-sized enterprises. The data has been collected through a survey conducted by the CESAG research centre (Center for Applied and Theoretical Research in Business Administration, Robert Schuman University) in Strasbourg. The research project was funded by the European Commission (ADAPT-program) and allowed to collect information about the strategy and organisation of 770 European SMEs (Urban, 2002). The sample used in this article considers French and Italian SMEs that have expressed their perception of social responsibility. Table 2 presents the different variables and modalities used for the statistical analysis. 

**************************

Table 2

**************************

The variable “social responsibility” (SocResp) measures whether the company considers that SMEs take more social responsibility than large companies. It can either take the modality “more social responsibility” (MoreSocResp) or “less social responsibility” (LessSocResp). 

The variable “nationality” (Nat) takes the modality “France”, if the company is located in France and the modality “Italy”, if the company is located in Italy. 

The variable “shareholder structure” (ShStr) can take two modalities: “family holds a dominant position” (DomShFam) when the family owns more than 50% of the company’s shares and “other shareholder structures” (OthShStr) when the family does not possess a majority equity stake. In this case, the company is owned by individuals, employees, financial institutions, or other firms. 

Two modalities are associated with the variable “management” (Man): “family management” (FamMan) when the company is predominantly managed by family members and “independent management” when the company is mainly run by other persons than family-members.

Table 3 indicates the frequencies associated with different modalities. It shows that a majority of French and Italian SMEs (72%) believe that small- and medium-sized companies have a higher degree of social responsibility than larger firms. This result reflects the characteristics of the French and Italian corporate governance systems, particularly the strong relationships of SMEs with local communities. The sample includes 85 French and 91 Italian SMEs. In 61% of the firms, the family holds a dominant ownership position, 39% of the companies are owned by individual persons, employees, financial institutions and/or other organisations. 53% of the companies are predominantly managed by family members and 47% of the companies are mainly run by other persons than family-members.

**************************

Table 3

**************************

4.2. Results and Discussion
In order to determine the relationship between corporate governance and social responsibility, a multi-factor correspondence analysis has been accomplished. This statistical analysis allows to identify links between different qualitative variables. Table 4 and figure 1 indicate the findings of the statistical tests.

They show that the first axis is mainly constructed upon the variables “shareholder structure” (total contribution of 41,5%), “management” (total contribution of 38,5%) and “nationality” (total contribution of 19,7%). It contrasts SMEs which are not family-owned and which are not managed by family-members (negative sign) to SMEs where the family holds a majority equity stake and important management positions (positive sign). France obtains a positive sign, which shows that the shareholder structure of French SMEs is less frequently dominated by family members and that French SMEs are more often run by independent managers. Conversely, Italy has a negative sign, which confirms that most Italian SMEs are owned and managed by family members. 

The second axis is mainly constructed upon the variable “social responsibility” (total contribution of 76,7%) and “nationality” (total contribution of 17,5%). It contrasts companies with less social responsibility (negative sign) to companies with more social responsibility (positive sign). Italy obtains a negative sign and France has a positive sign, suggesting that Italian SMEs have a weaker sense of social responsibility as compared to French SMEs. This finding may be explained by the fact that the average size of Italian SMEs is smaller than the average size of French SMEs. As shown by the Observatory of European SMEs (2002), the importance of social responsibility is positively related to company size. The contribution of the variable “shareholder structure” is not significant, which indicates that the relative importance of family ownership does not influence the attitude towards social responsibility. The positive sign associated with SMEs that are run by family members suggests that these companies perceive a higher sense of social responsibility than SMEs that are managed by independent persons (negative sign). 

**************************

Table 4

**************************

**************************

Figure 1

**************************

The statistical analysis provides some interesting insights into the relationship between corporate governance systems and social responsibility. It appears that SMEs that are managed by family members are more concerned by social responsibility than companies that are run by independent managers. The fact that the ownership structure does not affect the attitude towards corporate social responsibility emphasises the role played by entrepreneur-owner managers (Carson, 1990). The obtained results indicate that SMEs that are family-owned, but run by independent managers may loose their sense of corporate social responsibility. It seems necessary to note that the empirical study focuses on the perception of SMEs of the importance of social responsibility as compared to large corporations, and not on the actions undertaken by SMEs in the field of corporate social responsibility. It would be of particular interest to compare the perceptions of the managers to the practices observed in business reality.

5.  Conclusion

SMEs (in France, in Italy, and elsewhere) are currently facing the phenomenon of globalisation, that is the emergence of new institutional architectures, the increasing importance of the global financial market, and the growing interaction of socio-economic phenomena in the world. One can admit that the process of globalisation is essential for promoting growth and development, but the recognition of its benefits is not shared in an equal way (at the macro-economic and micro-economic levels). In how far will SMEs be affected by the problems addressed in this paper? The question concerns two levels: the one of internal governance and the one of external governance. They both affect the decisional and even existential autonomy of SMEs and thus their aptitude to correctly assume «social responsibility».

At the internal level, one needs to question the continuity of family structures (that predominate SMEs). These family structures seem to become precarious in social life. Will this precariousness affect the stability of the social capital? Given that SMEs most frequently take the legal form of private limited companies, with a limited or a controlled transfer of capital parts, who will finance shareholder’s equity instead of family members? Will these structures that have been established in the perspective of family solidarity find at the market of managers the entrepreneurial forces that the (more and more reduced) family has often difficulties to provide? The risk of absorption of these family structures by large companies exists, it can now be observed in reality. The attitude in regard to social responsibility of these large groups is naturally modified.

At the external level, the process of globalisation has led to the emergence of increasingly complex strategic and operational decision networks. They contribute to impose governance rules to SMEs concerning their choice or procedures of control of their activity. Consequently, the economic autonomy and thus a certain social behaviour will evolve in a way that cannot easily be evaluated for the moment, but reality shows that the changes are taking place. Since a majority of SMEs are deeply embedded in their regional environment (Eichhorn, 2003), it seems important that they redefine their relationship with both the local and global market environments.

Based on a sample of French and Italian SMEs, the empirical study presented in this article contributes to a better understanding of the impact of corporate governance rules on the social responsibility of small- and medium-sized companies. It would be interesting to compare the behaviour of French and Italian companies to other European and non-European SMEs and to determine the influence of national corporate governance systems on the attitude of companies towards social responsibility. Further empirical work seems necessary in order to elaborate a general framework of the relationship between company characteristics and corporate social responsibility. Future research should consider other explanatory factors that might influence the social responsibility of companies, such as industry effects. Finally, it would be useful to evaluate the influence of corporate social responsibility on the achieved performance of companies.
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Table 1: Characteristics of European SMEs by Country of Origin (1998)
	
	Enterprises
	Economic Activity Sector
	Average enterprise size
	Size-class dominance*

	
	1000s
	%
	Industry
	Services
	
	

	Austria
	285
	1,47
	19%
	81%
	11
	SME

	Belgium
	530
	2,74
	14%
	86%
	5
	LSE

	Denmark
	150
	0,77
	26%
	74%
	8
	SME

	Finland
	210
	1,08
	26%
	74%
	5
	LSE

	France
	2 325
	12,00
	16%
	84%
	7
	micro

	Germany
	3 515
	18,15
	19%
	81%
	8
	LSE

	Greece
	620
	3,20
	23%
	77%
	3
	micro

	Ireland
	85
	0,44
	9%
	91%
	10
	LSE

	Italy
	3 940
	20,34
	27%
	73%
	4
	micro

	Luxembourg
	15
	0,08
	16%
	84%
	13
	SME

	Netherland
	450
	2,32
	19%
	81%
	12
	LSE

	Portugal
	690
	3,56
	31%
	69%
	4
	SME

	Spain
	2 510
	12,96
	21%
	79%
	5
	micro

	Sweden
	385
	1,99
	22%
	78%
	7
	LSE

	UK
	3 660
	18,90
	35%
	65%
	5
	LSE

	EU
	19 370
	100,00
	22%
	78%
	6
	LSE


Note: As harmonised data is used, the data presented in this table is not comparable with data from national sources.
*   A country is said to be micro-, small- and medium-sized-, or large-scale-dominated, if either micro, small and medium-sized (SME), or large-scale enterprises (LSE) have the largest share in total employment.
**  Labour productivity of SMEs, as percentage of country average.

Source: Observatory of European SMEs (2000), Sixth Report, European Commission, Bruxelles.
Table 2: List of Variables and Associated Modalities*

	Variable
	Modalities associated with variable

	Social responsibility SocResp)
	More social responsibility (MoreSocResp)

Less social responsibility (LessSocResp)

	Nationality (Nat)
	France

Italy

	Shareholder structure (ShStr)
	Family holds a dominant position (DomShFam)

Other shareholder structures (OthShStr)

	Management (Man)
	Family management (FamMan)

Independent management (IndepMan)


* The codification of variables and modalities used in the statistical tests is presented in italics.

Table 3: Frequencies Associated with Modalities (n=176)

	Modalities
	Associated Frequencies 

	More social responsibility (MoreSocResp)

Less social responsibility (LessSocResp)
	127

49

	France

Italy
	85

91

	Family holds a dominant position (DomShFam)

Other shareholder structures (OthShStr)
	107

69

	Family management (FamMan)

Independent management (IndepMan)
	94

82


Table 4: Findings of Multifactor-Correspondence Analysis (n=176)

COORDONNEES, CONTRIBUTIONS ET COSINUS CARRES DES MODALITES ACTIVES

AXES  1 A  4
+------------------------------------------+-------------------------------+--------------------------+--------------------------+

|                 MODALITES                |          COORDONNEES          |      CONTRIBUTIONS       |      COSINUS CARRES      |

|------------------------------------------+-------------------------------+--------------------------+--------------------------|

| IDEN - LIBELLE              P.REL  DISTO |   1     2     3     4     0   |   1    2    3    4    0  |   1    2    3    4    0  |

+------------------------------------------+-------------------------------+--------------------------+--------------------------+

|   1 . Country                                                                                                                  |

| Cou1 - France               12.07   1.07 | -0.60  0.45  0.71  0.06  0.00 | 10.2  9.1 32.1  0.4  0.0 | 0.34 0.19 0.47 0.00 0.00 |

| Cou2 - Italy                12.93   0.93 |  0.56 -0.42 -0.66 -0.06  0.00 |  9.5  8.5 29.9  0.4  0.0 | 0.34 0.19 0.47 0.00 0.00 |

+------------------------------------------+--------- CONTRIBUTION CUMULEE = 19.7 17.5 62.0  0.7  0.0 +--------------------------+

|   5 . Shareholders                                                                                                             |

| Sha1 - DomShFam             15.20   0.64 |  0.68 -0.01  0.20  0.38  0.00 | 16.3  0.0  3.3 19.6  0.0 | 0.71 0.00 0.06 0.22 0.00 |

| Sha2 - OthShStr              9.80   1.55 | -1.05  0.02 -0.32 -0.59  0.00 | 25.2  0.0  5.2 30.4  0.0 | 0.71 0.00 0.06 0.22 0.00 |

+------------------------------------------+--------- CONTRIBUTION CUMULEE = 41.5  0.0  8.5 50.0  0.0 +--------------------------+

|   6 . Management                                                                                                               |

| Man1 - FamMan               13.35   0.87 |  0.76  0.23  0.24 -0.43  0.00 | 18.0  2.7  4.1 21.8  0.0 | 0.66 0.06 0.07 0.21 0.00 |

| Man2 - IndepMan             11.65   1.15 | -0.87 -0.27 -0.28  0.49  0.00 | 20.6  3.1  4.7 25.0  0.0 | 0.66 0.06 0.07 0.21 0.00 |

+------------------------------------------+--------- CONTRIBUTION CUMULEE = 38.5  5.7  8.9 46.9  0.0 +--------------------------+

|   7 . Social responsibility                                                                                                    |

| Soc1 - MoreSocResp          18.04   0.39 |  0.04  0.57 -0.25  0.06  0.00 |  0.1 21.4  5.7  0.7  0.0 | 0.00 0.83 0.16 0.01 0.00 |

| Soc2 - LessSocResp           6.96   2.59 | -0.11 -1.47  0.64 -0.17  0.00 |  0.2 55.4 14.9  1.7  0.0 | 0.00 0.83 0.16 0.01 0.00 |

+------------------------------------------+--------- CONTRIBUTION CUMULEE =  0.3 76.7 20.6  2.4  0.0 +--------------------------+

COORDONNEES ET VALEURS-TEST DES MODALITES

AXES  1 A  4
+---------------------------------------------+-------------------------------+------------------------------------+----------+

|                  MODALITES                  |          VALEURS-TEST         |             COORDONNEES            |          |

|---------------------------------------------|-------------------------------|------------------------------------|----------|

| IDEN - LIBELLE               EFF.    P.ABS  |   1     2     3     4     0   |    1      2      3      4      0   |  DISTO.  |

+---------------------------------------------+-------------------------------+------------------------------------+----------+

|    1 . Country                                                                                                              |

| Cou1 - France                 85     85.00  |  -7.7   5.8   9.1   0.8   0.0 |  -0.60   0.45   0.71   0.06   0.00 |     1.07 |

| Cou2 - Italy                  91     91.00  |   7.7  -5.8  -9.1  -0.8   0.0 |   0.56  -0.42  -0.66  -0.06   0.00 |     0.93 |

+---------------------------------------------+-------------------------------+------------------------------------+----------+

|    5 . Shareholders                                                                                                         |

| Sha1 - DomShFam              107    107.00  |  11.2  -0.2   3.4   6.3   0.0 |   0.68  -0.01   0.20   0.38   0.00 |     0.64 |

| Sha2 - OthShStr               69     69.00  | -11.2   0.2  -3.4  -6.3   0.0 |  -1.05   0.02  -0.32  -0.59   0.00 |     1.55 |

+---------------------------------------------+-------------------------------+------------------------------------+----------+

|    6 . Management                                                                                                           |

| Man1 - FamMan                 94     94.00  |  10.8   3.3   3.4  -6.1   0.0 |   0.76   0.23   0.24  -0.43   0.00 |     0.87 |

| Man2 - IndepMan               82     82.00  | -10.8  -3.3  -3.4   6.1   0.0 |  -0.87  -0.27  -0.28   0.49   0.00 |     1.15 |

+---------------------------------------------+-------------------------------+------------------------------------+----------+

|    7 . Social responsibility                                                                                                |

| Soc1 - MoreSocResp           127    127.00  |   0.9  12.0  -5.2   1.4   0.0 |   0.04   0.57  -0.25   0.06   0.00 |     0.39 |

| Soc2 - LessSocResp            49     49.00  |  -0.9 -12.0   5.2  -1.4   0.0 |  -0.11  -1.47   0.64  -0.17   0.00 |     2.59 |

+---------------------------------------------+-------------------------------+------------------------------------+----------+

Figure 1: Illustration of Multi-Factor Correspondence Analysis (n=176)
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