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Abstract 

 

In recent years, corporate social responsibility (CSR) becomes more and more popular 

not only in academic world but also in practical world. Many transnational companies 

adopted CSR practices base on kinds of motivations. There is also a rising trend on 

CSR program among Chinese SME. Moreover we noticed that, despite the challenges 

and misunderstandings, some Chinese textile SME successfully created competitive 

advantage with strategic CSR. However, there are few previous researches try to 

study on Chinese company in field of strategic CSR, especially on Chinese SME. This 

research intends to discover how the competitive advantage was created by strategic 

CSR in Chinese textile SME and try to explain the process by the existing theories. A 

case study approach was adopted in the study. From the case study and interview 

results, we aim to explain the behaviours of case firm by existing theories and 

conclude a Chinese SME specific CSR strategy. In the end, differentiated corporate 

social strategy, special CSR concept and CSR communication were concluded as the 

key factors influencing the success in the Chinese textile SME. 
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1. Introduction 

As the major source of the products and service and even job opportunities, 

companies play an important role in the development of society. The company’s 

obligations and responsibilities, especially the corporate social responsibility (CSR), 

have been discussed for a long time among both scholars and practitioners. In recent 

years, the implication of CSR practices and its relation to business strategy have been 

paid more attentions by researchers (Mcwilliams, Siegel, and Wright, 2006). The 

interdependence between the business and society has been identified by Porter and 

Kramer (2006), for the activities adopted by companies may cause direct or indirect 

impact on the social environment and physical environment, which can cause either 

positive or negative consequences (Ibid.). They further stated, when companies 

consider social expectations in order to minimize the negative consequences, there 

can be some more beneficial alternatives (Ibid.). CSR practices can be identified as an 

important part of such alternatives. For many companies, CSR is not only just a 

managerial attitude, but more used as a strategic tool (O’Brien, 2001). With the help 

of CSR, enterprises can improve the sustainability and performance by improving 

their brand image, workers loyalty, and the trust with suppliers, and local recognition 

(Ibid.).  

 

With the development and spread of CSR concept, the awareness of corporate 

responsibility has started to grow in China. Through projects and seminars, many 

organizations such as NGOs and universities have engaged in CSR research and 

promotion (Shen, 2006). In the same time, the awareness among Chinese companies 

also increased. Many big companies in China started to adopt CSR reporting as a part 

of corporate strategy recently (Ibid.). However, we noticed that the most researches of 

CSR strategy seem to focus exclusively on large companies who usually have strong 

impact on stakeholders. On the other side, as an important player in the Chinese 

economy, Chinese SME has been paid much less attention. Comparing to large 
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companies, SME has different opportunities and barriers. They should behave 

differently on the CSR related strategy making. So it is interesting to develop a 

research on how Chinese SME connected CSR with their business strategy. As one of 

the biggest industries in China, textile industry needed to be paid more attention. The 

main purpose of the research is to conclude an example of CSR strategy making in 

Chinese textile SME. The questions, such as how they perceived CSR, how they made 

the CSR strategy, how to communicate CSR and how to generate competitive 

advantage from it, will be answered through a case study.   

 

 

2. Problem statement 

CSR practices in SME are different from the ones in large companies due to some 

SME peculiarities, e.g. owner management, strong connection with business partners 

and local community, lack of resources and support to implement CSR (Ciliberti et al., 

2008). Strategic CSR has already been mentioned as topic of many studies. However, 

SME based Strategic CSR has received little attention despite its significant impacts 

on the society, environment and economy. Large companies are a camel’s nose (only 

a small portion) in China. More than 99% of registered companies in China are SME 

who created more than 59% of total GDP of the country (Wang, 2010). Therefore, it 

is important to enrol SME in CSR.  

 

For the most of Chinese SME, CSR concept is more like philanthropy rather than a 

strategic tool (BSR, 2010). However, we noticed that, despite there are many 

challenges and misunderstandings about CSR, some SME in textile industry still 

successfully created competitive advantages through combining the business strategy 

with CSR practices, e.g. taking more responsibilities for their employees and local 

communities. It is interesting to know how they did it. How the SME perceived CSR? 

How they connected the CSR with their strategy? How did they communicate CSR? 
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Where the competitive advantages came from? However there are almost no 

researches focusing on the strategic CSR within Chinese SME in the Chinese textile 

industry. A research on the knowledge about SME-specific CSR strategies and how 

Chinese textile SME can create competitive advantages through strategic CSR is 

required. Hence, it is interesting to study and explain these Chinese textile SMEs’ 

behaviours. From the theoretical perspective, a literature gap was identified as 

following. In the previous studies, majority of the researches within the field of the 

strategic CSR have been carried out from Western large company managers’ 

perspectives. The challenges and mechanisms involved in the CSR strategy are 

usually based on the situation of big companies. In the practical world, strategic CSR 

in Chinese textile SME has been paid little attention to. There are few researches done, 

which focus on the study of CSR in Chinese textile SME. This study will try to close 

this literature gap base on a case study approach. We believe the results may also can 

help the people who will be involved in strategic CSR projects. It may offer them 

some ideas about what need to be considered when their companies try to adopt such 

strategy.  

 

 

3. Research question 

In this context, we try to frame a picture on the question of how Chinese textile SME 

can integrate CSR into business strategy: what CSR practices are adopted by Chinese 

textile SME? How they communicate CSR and how they create competitive 

advantage from their CSR activities? The discussion is concluded in the following 

research questions that will act as a guide to the rest of the study: 

 

How Chinese textiles SME create competitive advantage through strategic CSR? 

 

Sub-questions: How CSR is perceived by the textile SME? 



 

 

4 

            How SME created CSR strategy? 

How these SME do CSR communication? 

What and how competitive advantage is created by CSR strategy 

internally or externally? 

 

By answering these questions, the study has two contributions, 

A. The study contributes to provide an example of CSR in Chinese textile SME and 

to demonstrate how they understand CSR, how they carry out CSR activities, and 

how they communicate with both internal and external stakeholders of their best 

practices. In addition how they create competitive advantage from CSR. 

B. The study facilitates CSR in SME by sharing their experiences with other textile 

SME. 

 

 

4. The purpose of the study  

The purpose of the study is not to find a general pattern for Chinese textile SME on 

CSR practices adoption, but to analyze CSR strategy making mode in Chinese textile 

SME and their implementation processes from a case firm as an example to figure out 

how CSR practices can help SME to create competitive advantage. 

 

 

5. Literature Review 

In this chapter, in order to answer the research questions, relevant theories and 

previous studies will be discussed. The chapter starts from a briefly introduction of 

CSR concept, with the purpose of giving a basic understanding of the concept before 

entering rest sections. Following the presentation of CSR concept, the relationship 

between CSR and SME will be discussed. Thereafter, in order to build a theoretical 

background for the research questions, the sections of the relation between CSR and 
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strategic management and CSR communication will be presented. In the end, some 

facts about CSR within Chinese textile industry also will be introduced. 

 

5.1. CSR Concept 

5.1.1 Early history and Pyramid Model of CSR 

As mentioned in introduction part, the CSR has already been discussed since 1930s. 

However, the modern concept of CSR started from the “Father of Corporate Social 

Responsibility” – Howard R. Bowen with his book “Social Responsibilities of the 

Businessman” in 1950s (Carroll, 1999). In the book, the CSR was defined as “the 

obligations of businessmen to pursue those policies, to make those decisions, or to 

follow those lines of action which are desirable in terms of the objectives and values 

of our society” (Bowen in Carroll, 1999:270). From then, many literatures have been 

developed to define CSR more specifically. Until now both positive views and 

negative views around CSR concept have been spread. As the representative of 

negative views, Friedman (1970)’s view is that the social responsibility of 

corporations is just a tool for them to create benefit and enhance reputation (Ibid.). 

From the other point of view, Carroll (1979) argues that corporations should increase 

their responsibility for society. As one of the most famous models about the nature of 

corporate social responsibility, Carroll’s “Pyramid Model of CSR” identifies four 

categories of corporate social responsibilities which a corporation must have in order 

to bridge the gap between economics and social expectations (Ibid.). The four 

categories are the economic, legal, ethical and the philanthropic responsibilities 

(Ibid.).  

 

5.1.2 Three - domain model 

According to Schwartz and Carroll (2003), even the Pyramid Model of CSR is highly 

valuable in academia, but its structure may cause some confusion for practices, and 

may not fitful in some cases, e.g. in such structure, one responsibility may be seen 
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more important than others (Schwartz and Carroll, 2003). Moreover, the overlaps of 

CSR domains have not been mentioned in the Pyramid model, therefore 

“Three-domain model of CSR” was proposed as a complementary model to describe 

CSR (Ibid.). The model consists of three areas for social responsibility, including 

economic, legal and ethical (Ibid.). 

 

Schwartz and Carroll (2003) further explained the three domains: the economic 

domain contains all activities of firms which create a positive impact on firm’s 

economic situation directly or indirectly. The positive economic impact can be 

identified by two; the maximization of profits and maximization of share value (Ibid.). 

The direct actions can be understood as the actions for sales increase and lawsuit 

avoidance; on the other hand, indirect activities include actions for image improving 

and employee motivation (Ibid.). Schwartz and Carroll (2003) believe the most of 

actions taken by firms are economic driven or motivated by profit or share value 

improving. In real business world, the most of actions taken by firms will have a 

positive economic result. However not all of such actions can be included in 

economic domain. The most popular examples are happened when a firm chose a less 

profitable activity instead of a more profitable alternative or the firm never considers 

the financial outcome when they took the action (Ibid.). 

 

The legal domain refers to activities for how firms to reflect to the legal expectations 

that asked by society in different level (Schwartz and Carroll, 2003). The legality in 

legal domain can be categorized into three; compliance, avoidance of civil litigation, 

and anticipation of law (Ibid.). In the compliance category, actions can identified as 

activities taken by firms, which resulted in line with the laws; avoidance contains 

activities which help firms follow the law in order to avoided future lawsuits; 

anticipation of law implies that the firms consider the possible change of law and 

modify their behaviours to satisfy the new requirement of laws (Ibid.). 
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The ethical domain contains ethical activities adopted by firms to satisfy the 

expectation of society and all relevant stakeholders (Schwartz and Carroll, 2003). 

Schwartz and Carroll (2003) identified three general ethical standards within ethical 

domain; conventional, consequential and deontological. Conventional standard means 

“those standards or norms which have been accepted by the organization, the industry, 

the procession, or society as necessary for the proper functioning of business” (Ibid, p. 

512). Consequential standard promotes actions taken by firms can create benefit both 

for individuals and society (Ibid.). Deontological standard refers to that a firm adopts 

the activities which can represent its own duty or visions (Ibid.).   

 

5. 2 CSR and SME 

This section aims to present previous research in CSR and SME. According to Castka 

et al. (2004), the term corporate social responsibility used to be implied with the 

environment and human rights issues of multinational corporations, but CSR as a 

general concept of corporate should incorporate all business in all industries from 

multinational enterprises to SME regardless of type and size (Ibid). Jenkins (2004) 

also argued that the research on SME in CSR is important due to the SME’s great 

impact on environment, economy and society.  

 

SME behave or do business in different way, comparing to large corporations (Spence 

and Lozano, 2000). Jenkins (2006) points out that SME usually are run dependent on 

the owner or managers instead of a formal management structure. Though most SME 

managers believe their duty to concern social and environmental responsibilities, they 

may not have interest on CSR as high as managers from large companies (Ibid.). 

Roberts et al. (2006) believe that SME have already done many social responsible 

activities, but did not use the language of CSR to define them. In contrast, Fuller and 

Tian (2006) present that SME do not have a high degree of explicit corporate social 

responsibility except charitable activities. 
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5.2.1 Motivation of SME on CSR 

Small size firms may have different reasons to participate in CSR (Jenkins, 2006). 

Udayasnakar (2008) states there are two main reasons for smaller firms to engage in 

the CSR, one is to differentiate firms with others and the other is to increase the 

visibility in order to access resources (Ibid.). Vyakarnam et al. (1997) believe the 

benefits for small firms can be created by engaging CSR, such as enhanced reputation, 

a professional image, and an increase in confidence and loyalty. These benefits also 

can improve the company’s stability of work force and relationship with financial 

bodies (Murilloand Lozano, 2006). There are two most obvious reasons for SME to 

take responsibility on environmental issues are a) using market opportunities and b) 

obeying the law (Masurel, 2006).  

 

5.2.2 Stakeholder management 

According to Jamali et al. (2009), the importance of stakeholder management is 

increasing in CSR in SME. Comparing to large companies, there is a similar and 

stronger stakeholder relationship between SME and their stakeholders (Jenkins, 2006). 

That means SME have similar types of stakeholders with large companies and similar 

purpose of stakeholder management (Ibid.). However, SME are used to be very close 

to their stakeholders such as local community and their employees (Perrini, 2006). 

Murillo and Lozano (2006) believe SME do have a relative high interaction with local 

community, including activities such as supporting to the local economy. Comparing 

to large companies, SME have different stakeholder management for primary 

stakeholder such as employees; Employees in SME usually have high participation on 

decision making (Vive, 2006). 

 

5.2.3 Personal Relations 

According to Jenkins (2006), there is a personalized management style for SME 

managers, which can be identified by informal structure and highly dependence on 
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managers’ personalities. It result that managers’ personality influence their approach 

to CSR (Ibid.). Sweeney (2007) state, in SME, the allocation of resources usually base 

on the managers’ personal choices. Thus, the CSR practices in SME will be 

influenced deeply by the personal attitudes of the manager.  

 

Comparing to large companies, Jamali et al. (2009) noted, SME did not use CSR 

definitions to describe their social responsible activities, they have shown their 

genuine commitment to CSR which are customized and personalized to fit their 

personal belief (Ibid.).  

 

5.3 Strategic Management and Corporate Social Responsibility 

In the section we would like to introduce the previous studies focus on how to connect 

CSR with strategy in order to create competitive advantages. The section starts with 

the relation between strategic management and CSR; then we will introduce theories 

on how to create CSR strategy; in the end, previous studies on how use CSR strategy 

to create competitive advantages will be presented. 

 

In recent years, there is a trend toward that any change decisions with deep strategic 

implications must be connected with corporate strategies in order to improve the 

efficiency of the organizations. (Coutinho and Macedo-Soares, 2002, cited in Sousa 

Filho, et. al., 2010). According to Andrews (1987), as a decision making standard of 

the firm’s management, the corporate strategies define what businesses the companies 

involved in, the purposes and results of their actions and the relations between 

stakeholders (Ibid.). As one with deep strategic implications, social responsibility has 

already become necessary ingredient for firms’ strategy (Mintzberg, 1983).  

 

In the practice world, many large companies have already considered not only 

economic but also social consequences when they try to make strategic decisions 
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(Sousa Filho et. al., 2010). In the academic world, there are many researchers have 

already been done to connect the ethics and social responsibility with corporate goals 

and business strategies. Social responsibility has always been the main element of 

strategy formulation in Harvard Business School strategy model (Husted and Allen, 

2000). Pearce and Doh (2005) also state that social responsibility concept is quite 

popular in business world recently, which usually is connected with management and 

motivated by personal values and strategic advantages (Pearce and Doh, 2005, cited in 

Sousa Filho et. al., 2010). As Porter and Kramer (2006) stated, the firms and society 

are interdependent with each other. A firm may be influenced by the environment 

around it, and its activities can also create either positive or negative impact on the 

social environment (Ibid). So, firms should considerate social expectations and 

consider the positive and negative impacts of their activities, not only within business 

field, but also for the society and all stakeholders, for there can be also some 

alternative choices which can benefit both society and the firms (Ibid.).  Husted and 

Allen (2007) believe the strategic CSR is “designed and managed to create greater 

visibility, appropriability, and voluntarism are more likely to undertake advantageous 

reconfigurations of resources and capabilities and hence create greater value for the 

firm” (Ibid, p. 598).  

 

5.3.1 Corporate social strategy 

In order to combine the social responsibility and corporate strategy, CSR strategy can 

be seen as an effective approach for firms. There are a number of models in the 

literatures have been developed to express concept of corporate social strategies. 

Husted and Allen (2001) defined corporate social strategy as “the firm’s positioning 

with respect to social issues in order to achieve long-term social objectives and create 

competitive advantage (Ibid, p.7)”. They further addressed a model of social strategy, 

which includes four elements as following: “structure of industry; internal resource 
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of the firm; corporate value and culture; and stakeholder relationship” (Husted and 

Allen, 2001, cited in Sousa Filho et. al., 2010, p. 296). 

 

According to Husted and Salazar (2006), the purpose of CSR strategies is to help the 

firms to maximize not only the social performance but also the financial performance. 

Base on their study, the authors concluded a typology of social investment which 

includes three types; altruistic, selfish and strategic (Ibid.). They state that strategic 

social investment can help firms to achieve better results which maximize the both 

social and financial performance (Ibid.). The authors believe the strategic social 

investment is base on creating positive benefit to society and local community as well 

as creating extra benefits to the firms, e.g. reputation enhancing, loyalty of employee 

improving, improving marketing performance, etc. (Ibid.). Base on the benefits, 

concluded by the authors, use the CSR strategically is the best way for firms to create 

value and competitive advantages by CSR activities (Ibid.).   

 

5.3.2 Building of Corporate social strategy 

According to Porter and Kramer (2006), the leaders of both companies and the society 

need to aware that there is a mutual dependence between corporations and society and 

all decisions and policies must follow the principle of shared value. In order to 

achieve this principle, a company must integrate CSR into its core framework which 

guides the company’s business strategy (Ibid.).  

 

Porter and Kramer (2006) further addressed a framework to implement the integration 

process, which includes five steps. First, identify the intersection points. Author 

identified two forms of interdependence between a company and society, inside-out 

linkages and outside in linkages (Ibid.). By using the value chain, firms can easily 

map out what social impacts can be resulted of its activities, and may find both 

problems and opportunities within it (Ibid.). Generally speaking, the firms should try 



 

 

12 

to eliminate all negative social impact and maximize the opportunities for social and 

strategic distinction. However, firms cannot take every area in the outside-in 

framework. They should choose the ones which will create the biggest share of value: 

benefit for both society and their own competitiveness (Ibid.). 

 

Looking inside out 

As the major tool for “inside out” strategies, the value chain model can reflect all the 

activities which a company engages during the business process (Porter and Kramer, 

2006). It also can be used as a model to identify the positive and negative impact of 

the activities done by companies (Ibid.). The “inside out” linkages between firm 

activates and CSR practices may concern many different aspects: In the primary 

activities, in the logistics aspect, the transportation impacts can be seen as linkages 

with CSR; Emissions and waster, worker safety and labour relations are the major 

linkages with CSR in operations; advertising and pricing practices also can be 

identified as linkage in marketing and sales aspect (Ibid.). In the support activities, 

utilization of natural resources and procumbent and supply chain practices are main 

linkages with CSR in procurement aspect; within HRM, the layoff policies, training, 

compensation and safety all can become linkages; recycling and product safety also 

the linkage between CSR with technologies (Ibid).    

 

Looking outside in 

The linkages not only exist in within value chain, but also exist in the social 

dimensions of the company’s competitive context (Porter and Kramer, 2006).  The 

“outside in” linkages are that social responsibilities affect firms’ ability to improve 

productivity and advantages (Ibid.). The linkages can be understood by the outside-in 

framework, which shows how the environments around a firm affect its ability to 

compete (Ibid.). Within the context for firm strategy and rivalry, the linkages can be 

identified such as fair and transparent competition, intellectual property protection, 
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Rule of law, etc.; regarding to local demand conditions, the linkages can be 

demanding regulatory standards, etc.; Availability of local suppliers and access to 

firms in related fields can be seen as linkages within related supporting industries; 

Availability of human resources, efficient physical and administrative infrastructure, 

sustainable natural resources and so on can be seen as the linkages in input factor 

conditions (Ibid.).   

 

Second, Choose social issues to address (Ibid.). The authors believe that no company 

can bear the cost for addressing all social issues in same time (Ibid.). Instead, 

companies who intend to adopt CSR practices should select limited number of issues 

which have intersect with their business and can present opportunities to create shared 

value to benefit to both business and society (Ibid.).  

 

According to Porter and Kramer (2006), the social issues can be identified into three: 

“generic social issues, value chain social impact and social issues within competitive 

context” (Ibid. p. 8). Generic social issues are issues which have deep impact on 

social environment, but not on the firms and their competitive advantages (Ibid.). The 

issues caused by value chain activities are social issues caused by companies’ daily 

operations (Ibid). The social issues within competitive context are issues exists when 

a company’s competitiveness and direction is deeply influenced by external factors 

(Ibid.). Base on the typology, the authors argued that the CSR strategy can be 

designed by the same tools used in competitive position and develop strategy. By this 

way, instead of only acting on good-will or reacting to pressures from outside, the 

firms can create an affirmative agenda to maximize social benefit and benefit for 

business (Porter and Kramer, 2006).  

 

Third, create a corporate social agenda. Porter and Kramer (2006) believe a corporate 

should create their corporate social agenda which looks more than the social 
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expectations and create opportunities to achieve social and business benefit 

simultaneously (Ibid.). First, the author believes that a social agenda should 

responsive to all stakeholders. Responsive CSR includes two elements: a good 

corporate citizenship and reduce the harm which caused by a firm’s operation (Ibid.). 

A good corporate citizenship can create a good relationship with local environment 

including governments and other important organizations (Ibid.).  Referring to the 

harm reduction from company activities, adaptation of a checklist approach to CSR 

become the most popular method for many corporations (Ibid.). Second, more than 

responsive CSR, strategic CSR can be used to make the most significant social impact 

and generates business benefits in same time (Ibid.). Strategy is not only about good 

practices, but also about acquiring unique positions for differentiating itself from the 

competitors by lower costs or better service (Ibid.). Strategic CSR involves not only 

the good corporate citizenship and harm reduction on value chain activities, but also  

dimensions (Ibid.). With the help of strategic CSR, a company can benefit society and 

raise the competitiveness of itself (Ibid.).  

 

Forth, integrate inside-out and outside-in practices. Porter and Kramer (2006) believe 

that both the inside-out and the outside-in model are powerful tools to create social 

and business values. However it will be more powerful when they work together. 

When practices in value chain and competitive context are fully integrated, the CSR 

will become a part of the daily operation of the company, which means it will be 

entirely integrated with corporate strategy (Ibid.). 

 

Fifth, create a social dimension to the value proposition. Porter and Kramer (2006) 

believe that the most important part of a strategy is a unique value proposition. It 

means that a company needs to identify and satisfy the demand of customers that 

others cannot (Ibid.). The strategic CSR happens when a company uses CSR as a tool 

for its value proposition, which offers a new frontier in competitive positioning 
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(Ibid.). The social value proposition actually have already involved in many 

companies’ competitive advantage due to the increasing of the government 

regulations and consumers’ attention on social issues (Ibid.).  

 

5.3.3 Social Responsibility and Competitive advantage 

As mentioned in last section, the CSR strategy is the best way to leverage the benefits 

for both society and firms. Husted and Allen (2001) believe if use the CSR strategies 

properly, it not only generate normal benefits but also can help to create competitive 

advantages of firms, thus it is beneficial to firms to adopt CSR activities (Ibid.). 

 

According to Ashley (2002), as a source of competitive advantage, CSR is exactly 

what companies are looking for in order to improve their competitiveness and results. 

But question is how to create competitive advantage by CSR? Russo and Fout (1997) 

answered base on Resource-based view (RBV). The author believe RBV offers a tool 

for refining analysis of CSR policies impact, for RBV focuses on performance such as 

the key outcome variables and RBV also recognize intangible concepts such as 

know-how, corporate culture (Ibid.).  

 

Resources can be classified as tangible, intangible and personnel-based (Grant, 1991). 

Tangible resources are financial reserves and physical reserves. Intangible resources 

are reputation, technology and human resources (Ibid.). However, in order to obtain 

the advantage, the resources must be enable companies to create opportunities and to 

eliminate threats, which are not controlled by any competitors or imitated by others. 

Moreover, the resource can not be replaced (Barney, 1991, cited in Sousa Filho et. al., 

2010). As a special resource, CSR activities should apply the characteristics 

mentioned as “valuable, rare, inimitable and non-substitutable” (Barney, 1991, cited 

in Sousa Filho et. al., 2010, p. 299). CSR can be seen as a group of resources, because 

it covers many different dimensions which can be seen as internal resources, e.g. 
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corporation values, corporate reputation, stakeholder relationship, etc (Ibid.). 

Centrality and specificity are important to strategic CSR (Husted, 2003, cited in Sousa 

Filho et. al., 2010). Centrality indicates the level of the connection between CSR and 

corporate mission, and specificity shows the level of limitability of CSR actions. That 

means, Centrality is high when the CSR activities are tightly connected with corporate 

mission and specificity is high when CSR activities are difficult to be overcome, and 

vice versa (Ibid.). Base on the indicators of centrality and specificity, firms can create 

core business related CSR practices which are valuable, are and inimitable, thus 

creating competitive advantages (Ibid.). Zadek (2005) believes the companies who 

adopted CSR practices are easier to notice and respond to the new requirements in 

market such as human rights in production and environment problems (Zadek, 2005, 

cited in Sousa Filho et. al., 2010). 

 

5.3.4 SME specific opportunities and barriers to CSR 

There are both opportunities and barriers when SME adopt CSR practices. In the 

positive side, SME may play better to implement CSR practices than large companies. 

First, SME usually more flexible than large firms (Sweeney, 2007). SME usually 

flatter and potentially quicker than large firms (Sarbutt, 2003). They can respond to 

stakeholder demands quickly and implement stakeholder policy (Sweeney, 2007). 

Second, they also have advantage to manage risks and improve reputation for since 

they have much shorter decision making process than large ones (Sarbutt, 2003). 

Castka et al. (2004) also state that when SME try to meet the expectations of 

stakeholders by adopting CSR practices, the firms can be benefited from CSR such as 

stakeholder satisfaction, business improvement as well as development of competitive 

advantages (Ibid.). Third, SME usually have a close relationship with its stakeholders 

and the community it involved in. The close relationship can facilitate the stakeholder 

management and create a better market position for SME (Sweeny, 2007).   
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On the negative side, SME also have to face some barriers when adopting CSR 

practices. First, there is a low perception of CSR in SME due to resource constraint 

(Carlisle and Faulkner, 2004). It may not only because of the nature of SME but also 

because of a short-term attitude toward CSR and environmental policy of SME, which 

may result in lack of human and financial resource (Ibid.). Second, for the most 

benefits of CSR are intangible, it is difficult for SME to measure and quantify 

(Jenkins, 2006).  

 

5.4 CSR communication 

In the section, we would like to present an overview of communication theories, 

including corporate communication, stakeholder communication strategy for CSR and 

SME oriented approaches for CSR communication. The literatures presented here will 

be used as a framework to guide the creation of interview questions and to analyze the 

empirical data, thus to answer the research question of how case firm communicate 

the CSR.  

 

5.4.1 Corporate communication 

Base on Van Riel (1995)’s research, there are three main forms of corporate 

communications: management communication, marketing communication, 

organizational communication. As the communication between management and 

stakeholders, the management communication is considered as the most important 

form of communication (Ibid.). All junior, middle and senior management should take 

the responsibility of communication in order to creating a common vision of the entire 

firm; create and maintain trust for managements; and authorize and motivate 

employees (Ibid.).     

 

According to Van Riel (1995), there are many fields within organizational 

communication, e.g. “public relations, investor relations, and labour relations, etc” 
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(Van Riel, 1995 cited in Eliasson and Smajovic, 2009, p. 11). Each of them focuses 

on a specific target group which the firm holds a direct or indirect relationship with 

(Ibid.). Different from the marketing communication, the organizational 

communication use more indirect approaches to influence the target groups, for some 

target group can not be direct influenced easily such as public authorities or 

journalists (Ibid.). Generally speaking, all kinds of communication activities can be 

identified as the organizational communication except ones related to marketing (Van 

Riel, 1995 cited in Eliasson and Smajovic, 2009). 

 

The marketing communication is used in purpose of enhancing the sales of products 

or services, which usually covers areas such as advertising, promotion etc (Van Riel, 

1995). Though advertising is not considered as the most important marketing 

communication for many theorists, Van Riel (1995) believe, as a form of persuasion 

to create positive image and purchase, it still important. As another major form of 

marketing, sales promotion are a set of activities in purpose to support sales 

department and distributors (Ibid.).   

 

5.4.2 Stakeholder Communication Strategies for CSR 

It is important to consider the stakeholders in the CSR communication, for 

communication generally concerns the dialogue between firms and their stakeholders 

(Morsing and Beckmann, 2006). In recent years, for the concerning on CSR increased 

in stakeholders’ expectations, companies need to take CSR into their dialogues with 

stakeholders (Morsing and Schultz, 2006). According to Morsing and Schultz, (2006), 

there are three types of stakeholder communication strategies are used to 

communicate CSR among stakeholders “stakeholder information strategy; 

stakeholder response strategy and stakeholder involvement strategy” (Ibid. p.326). 
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In stakeholder information strategy, firms adopt one-way communication, by which 

information flow goes from firms to stakeholders (Morsing and Schultz, 2006). The 

purpose of this approach is simply for company to inform the stakeholders what 

happened in organization, without any interactions (Ibid.). Applying this 

communication strategy, firms usually need to build the relationship with the media 

by providing news and information. Brochures and magazines are also play important 

role to transfer information to stakeholders (Ibid.). For the firms adopting the strategy, 

inform the public or stakeholders about their positive corporate CSR activates and 

decisions in an effective way can help to build and maintain positive support from its 

stakeholders (Ibid.). 

 

According to Morsing and Schultz (2006), the two-way communication is the core of 

the stakeholder response strategy in which information flows not only from firms to 

stakeholders but also from stakeholders to firms (Ibid.). The term asymmetric means 

that in the communication, the firms usually have more impact on the stakeholders 

rather than stakeholders’ impact on firms, for “they prefer to change the public 

attitude and behaviours” (Ibid. p. 327). There are two ways to apply this 

communication strategy, “conduct a market survey” (Ibid. p. 327) or “conduct opinion 

poll” (Ibid. p. 327) to receive feedback from stakeholders (Ibid.). Although the 

stakeholder response strategy is based on a two-way communication model, according 

to Morsing and Schultz (2006), the communication still quite dominated by firms, for 

the purpose of firms to adopt such strategy is to influence or convince their 

stakeholders rather than really want to change the situation base on the stakeholders’ 

expectations (Ibid.).   

 

In Stakeholder involvement strategy, there is a more balanced communication 

between the firms and their stakeholders (Morsing and Schultz, 2006). In such 

strategy, dialogue is used as a basic tool to transfer information from the firms and 
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their stakeholders (Ibid.). Both firm and stakeholder are possible to change its opinion 

as the result of the communication (Ibid.). By keeping an eye on the changing 

expectation of stakeholders, through the negotiation between firms and stakeholders, 

firm can improve their influence on the expectation of stakeholders and also let the 

firms influenced by such expectations (Ibid). The main approach to adopt stakeholder 

involvement strategy is to engage in the dialogue with stakeholders frequently. 

Through such dialogue, the firms may have better understanding on what the 

stakeholder expecting on their CSR initiatives (Ibid.). 

 

5.5 CSR translation in China 

5.5.1 SME in Chinese Context 

According to the People’s Daily (2007) - a reliable news board, number of small and 

medium-sized enterprises hits 42 million in China until 2007. At present, the 42 

million SME in China mainly involved in individual industrial and commercial 

households, i.e. wares, machines and facilities can be used in the household by 

families. SME consist 99% of the total number of enterprises in China and contribute 

more and more to the economic boom (Ibid.).    

 

The final value of goods and services of SME occupied more than 60 percent of the 

total GDP in China (China Briefing, 2007). Furthermore, SME contributed more than 

50 percent of the total tax revenue and more than 75 percent of jobs in city (Ibid.). In 

China, SME are also the main driving force of the technological innovation (Ibid.). 

They produced 65% of China's invention patents and 80% of new manufactured 

goods development (Ibid.). As the main force develops the level of the openness and 

liberty of China, SME took the 90% of all exports, but focus on labour-intensive 

goods.  
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In China, according to “China’s Law for Promoting Small and Medium Enterprises”, 

the definition of SME is classified base on several criteria: the number of employee, 

sales amount, total capital. In manufactory industry, SME means firms which have 

employees less than 2000 people, sales less than 3 billion and capital less 4 billion. In 

construction industry, SME have employees less than 3000, sales and capital less than 

4 billion. In wholesale and retail industry, SME have employees less than 500, sales 

less than 1.5 billion (Ibid.).  

    

5.5.2 CSR concept for Chinese firms 

In China, CSR is an idea which is challenging the way of business, e.g. existing 

institutionalized ideas (Myllyvainio and Virkkala, 2006). CSR is widely believed as 

an important part in solving some social and environmental problems in China (Ibid.). 

According to RSE (2006), the CSR concept includes three layers in China: First layer 

is economic and legal responsibilities. Companies’ activities should in line with the 

requirement of laws and regulations including the environmental protection law, 

consumer rights and interest law and labour protection law (Ibid.). Second, CSR 

comprises moral and philanthropic obligations, something expected from society on a 

voluntary basis (Ibid.). Third, CSR refers to the demand on innovation of both 

management and products (Ibid.).   

 

However, there are also three major China-specific obstacles to conduct an effective 

CSR. First, there is confusion between CSR and charitable action (RSE, 2006). In 

China, there are a high number of people consider the donation of money as the main 

stream CSR activities instead of other practices (Ibid.). Second, the unequal 

distribution of CSR practices. The CSR concept geographically more accepted and 

implemented in the southern and coastal cities than other areas (Ibid.). Third is the 

unwillingness of some companies. Even the CSR is more and more popular, there are 
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still some companies feel no interest on it, because of the constraints the companies 

have to face (Ibid.).  

      

5.5.3 The Textile and Apparel Industry in China 

We focused the research on the Chinese textile industry base on three reasons: the size 

of the industry, the quantity of SME in the industry, and its special relation to CSR. 

First, we would like to present some fact of the Chinese textile industry. Chinese 

textile industry occupied a big share of world’s exports of clothing and textiles, 

around 33 % and 24% in 2007. Since 2000, China had grown as the largest exporter 

of clothes and second largest exporter of textiles in the world (WTO, 2008). At the 

same time, the Chinese textile industry is labour intensive industry, which more than 

20 million labours work in. 13 million of the 20 million are migrants from countryside, 

who traditionally difficult to claim their rights in the Chinese society (Zhang, et. al., 

2008). In the industry, SME occupy 65% of all firms and employ more than 70% of 

total employees (Ibid.). In general, Chinese textile industry has a large amount of 

stakeholders at different stages of supply chain influenced by different CSR-policies, 

making it an interesting research target.   

 

Second, another reason of our interest on the textile industry is that the industry was 

the first industry adopted CSR policies during the 1990s (Akerblom, 2009). We 

noticed that the textile industry also has a distinguished role with CSR issues, 

comparing to other industries. The distinguished role largely depends on their deeper 

understanding and more positive attitude to CSR concept and CSR policies than other 

industries. The CSR policies of Multinational textile corporations might easier to be 

accepted by Chinese textile companies (Akerblom, 2009). In the same time, 

companies involved in the Chinese textile industry stand on a risky situation with both 

very small profit margin and very intensive competition (Ibid.). The companies can 

bankrupt easily when the costs rising (Ibid.). For they are very expensive to be 
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implemented, CSR policies are often perceived negatively (Ibid.). The Chinese textile 

industry also developed its own CSR standards base on the local situation to against 

some foreign CSR policies (Ibid.). All of this above means that the textile industry 

can be seen as a case, in which how SME work with CSR to create competitive 

advantages.  

 

5.6 Conclusion of literature review 

Based on the all literatures mentioned above, we can conclude that the in order to 

create competitive advantages by CSR, a firm need to create their own corporate 

social strategy. Base on the studies of Husted and Allen (2001) and Porter and Kramer 

(2006), we believe that the creation of corporate social strategy base on 5 steps. First, 

firms need to identify the social interactions between the company and environment 

base on the structure or specialty of industry. Second, firm need to choose a social 

issue which base on the internal resources and ideology or vision which possessed by 

the firm. Third, create an agenda for social practices. Forth, strategic place of the 

social practices base on the model of inside-out and outside-in. Fifth, connect the 

value with competitive advantage. We further noticed that the communication of CSR 

also play an important role in a corporate social strategy. We also found the creation 

of the competitive advantage can be explained by the resource based view. 

 

 

6. Methodology 

6.1 Introduction 

In this chapter, the research methods we chose in the study and our motivation of the 

selection will be explained. Based on the abductive method which adopted in the 

study, the theoretical study method and qualitative research method were adopted. 

Through analyzing the findings from the case study, the new theoretical result will be 

concluded. 



 

 

24 

 

One important decision for the researcher is to decide which research method will be 

adopted in the study. The decision will be made based upon how theories will be used 

in the research process. In general, there are three methods to get the conclusions, 

which are deduction, induction and abduction. In the inductive approach, the 

researchers need to collect data and analyze the data, then try to develop theory base 

on the data analysis (Saunders et al., 2007). The inductive approach is often used as a 

tool to get a deep understanding of some phenomenon of a problem (ibid.). 

 

Instead, in the deductive approach, the research starts with theory analysis and 

development of hypothesis. Then a research is designed to collect data to test the 

hypothesis (Saunders et al., 2007). The result of deductive researches may also be 

some changes for existing theories (Ibid.). The difference between the deductive and 

inductive approaches is that the inductive approach is more flexible to suggest 

alternative explanations of the problem (Ibid.). 

 

The abduction method is a systematic combination of the induction and deduction 

research approach (Patel and Davidson, 2003). Dubois and Gadde (2002) 

characterized the abductive approach as a movement between the theories and the 

new findings. During the movement, the theories are refined and improved by 

confronting with the empirical data. As we mentioned that the start point of our 

research is from a theoretical research that based on a literature gap. It was similar 

with the method of the deduction. However, a deductive approach can only determine 

a valid truth instead of explain the reasons (Sköldberg, 2008), which is not the 

purpose of the study. In the study, we considered an abductive method to be the most 

appropriate research method. In order to conclude how CSR create competitive 

advantage, it is necessary to move back and forth between the theories and findings 

from the case, which grants us a deeper understanding of the phenomenon. 
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Furthermore, the abductive approach is perfectly suitable to the case studies because, 

through an abductive research process, the insights of both theoretical aspect and the 

empirical aspect of the phenomenon that can be found by case studies (Dubois and 

Gadde, 2002).  

 

Base on the research approach we adopted, we started our research from a literature 

review of theories about strategic CSR, e.g. CSR concept, SME related CSR, CSR 

strategy, CSR and competitive advantage, etc. The literature review helped us to 

structure a general understanding of the strategic CSR and to develop initial criteria 

for analysis.  

 

6.2 Literature study 

According to Odman (1979), the pre-understanding of theories gives researchers the 

direction of research. The pre-understanding information for our study was gathered 

by reading previous researches in several fields related to CSR, e.g. CSR concept, 

SME related CSR, CSR strategy and CSR with competitive advantages. The 

literatures were gathered to figure out the research gap of the study and to build a 

theoretical frame work for data analysis. The knowledge of pre-understanding based 

on the literatures and relevant articles as well as books which provided by the library 

in Linköping University. The accuracy and reliability are also considered when 

literatures were selected.  

 

A literature review is necessary for a research because it can help researchers to 

structure the understanding of the background of a research topic and to figure out the 

research needs (Fink, 1998). In order to create an overview about the current existing 

literatures in field of strategic CSR in Chinese SME, we gathered information from 

various resources such as articles, magazines and books. When we studied on the 

literatures of the CSR strategy and CSR with competitive advantages, we noticed 
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there are basically very few researches on the strategic CSR highlighting the SME in 

Chinese context. So we studied articles and books about CSR strategy and CSR with 

competitive advantages on companies in the western context, and then tried to 

connect to Chinese context in the research.  

 

From the literature review, we noticed that there are some fields which are very 

important to the strategic CSR in SME, such as the opportunities and barriers of CSR 

in SME; CSR strategy; CSR related competitive advantages, which are also important 

for this study. Based on the fields, an initial theoretical framework of key factors was 

developed. The conceptual framework contains factors, i.e. CSR concept; CSR 

strategy; CSR communication; and CSR with competitive advantage. We assumed the 

factors are very important for the SME to use CSR strategy to create competitive 

advantage. We have further put studies of CSR and SME in Chinese context and 

Chinese textile industry as a part in the literature review is used to be able to highlight 

the impact of environment of CSR in Chinese SME, since most CSR literature does 

not take the perspective of Chinese SME into consideration. 

 

6.3 Qualitative Approach 

Researches can be categorized into two sections: qualitative and quantitative research. 

The main difference between the two methods is about data. The numerical data is 

collected in quantitative research but qualitative data is non-numerical (Saunders et al., 

2003). According to Quoting Hancock and Windridge (2007), the quantitative method 

helps research to explore what happens, while the qualitative research help to create a 

deeper and broaden understanding of how things came to be the way they are (Ibid.).  

 

The adopted research techniques should fit with theories and research topic 

(Silverman, 1993). As we know, the purpose of the study is to find out how Chinese 

SME uses strategic CSR to create competitive advantage, which requires a deep 
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understanding both on CSR strategy and Chinese SME. As an important research tool 

by data collection, analysis and interpretation, qualitative research exactly fulfils the 

requirement of the study (Holme and Solvang 1997). Therefore we adopted 

qualitative research as the research method in this study.  

 

6.4 Case study approach 

Stake (2005) stated the most common way to do research by qualitative inquiry is case 

study. Case study can help researchers to understand a complicated case easily and 

improve existing theories (Yin, 1994). It emphasizes to analyze a detailed context with 

limited number of events and their relationships (Ibid.). Therefore, in order to draw a 

clear picture of Strategic CSR in case firm and figure the connection between the 

firm’s competitive advantage and its CSR practices, a case study is the most relevant 

method for the study.  

 

According to Yin (2003), there are four steps to complete a case study. First, design 

the case study process; second, conduct the interviews or other case study approaches; 

third, analyze the information collected from last step; in the end, a conclusion of new 

findings is needed (Ibid.). Base on the model of Yin (2003), in the beginning, a 

pre-understanding was structured base on theories and the case firm is selected base 

on the purpose of the research; then, we arranged two interviews within the case firm 

and collect answers for the research questions; therefore we tried to analyze the 

collected information; in the end, we concluded the finding from the analysis and 

present its implications in the chapter of conclusion. 

 

6.5 Presentation of case companies 

The case firm we chose is Shokay which is a Chinese based SME focus on Yak textile 

products. The company found in 2006 and their luxury textile products by using yak 

fibre from Tibet. Shokay found there are customer demand on good quality of yak 
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fibre product and also the demand of regional development of Qinghai and Tibet 

province. Thus, as one of their main social responsibility practices, the firm offered an 

agreement by lending yaks to Tibetan herders and collecting fibre directly from them 

with good price. The purpose of the practice is to offer more job opportunities for 

local people and assists development of local community. In their textile factory, 

thirty knitters from low income family were hired. In 2010, their products have 

already been sold in more than hundred shops in ten different countries.  

 

6.6 Selection of Case  

According to Stake (1995), representative samples not always necessary when 

selecting case for study, because a sample may not efficient to represent others (Stake, 

1995, cited in Eliasson and Smajovic, 2009). Since the purpose of this study is to 

investigate how SME use CSR strategy to create competitive advantages, there is no 

aim to study the case that could represent the entire population. It is more interesting 

to find the reasons behind a special phenomenon instead of trying to prove it is 

representative or not (Eliasson and Smajovic, 2009). 

 

The motives for us to select the case in the study are two: First, it is a convenient 

sampling (Merriam, 1998). The background of the case is exactly fit to our research 

purpose, and more important, we are able to contact with one of founders which make 

the case more useful and reliable. Second, there are very few SME in China adopted 

social responsibility at the strategic level, but the case firm is one of them. Third, as a 

famous SME in China, who contributed a lot on the social responsibility and willing 

to communicate their social responsibility, it is very interesting to see how social 

responsibility works with the firm’s strategy and bring benefit to the business.      

 

During the sampling research process, there are four important things: location of 

observation, time period of observation, people involved in, and the purpose of 
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observation (Merriam, 1998). The case firm had been established for four years, but 

the social practices have been started from the very beginning and involved in their 

core business process. Now, their social-business system have already matured when 

it is the perfect time to study, since all social practices had been carried out and 

successful so far; and at the time interviewees who started can figure out how it works 

during last four years. With the help of personal contact, the founders who involved 

all decision and strategy making process had been found. More important, we have 

identified several important issues to be emphasized based on the literature review. 

 

6.7 Data Collection 

6.7.1 Primary and Secondary Data 

In the study, the empirical data includes primary data and secondary data. The 

primary data was collected through the Chinese company’s web pages and interviews 

with its senior manager. According to Kinnear and Taylor (1996), in the primary data, 

the data collected is specifically for the current study. From the website of the 

Chinese company, we collected specific information about the background of the 

company, situation of the company, the products, sales channels, the CSR concept 

hold by the company, as well as the CSR practices adopted by the company. More 

detailed information has been collected from the interviewee in the company, though 

several telephone interviews. Based on the primary data, the secondary data played a 

complementary role in data collection stage. In order to draw an entire picture of the 

company, we searched information from internet and various kinds of newspapers and 

magazines. From the internet, we found some reports related to the company of our 

case study. Base on the reports we extracted some important information which we 

could not got from the direct interviews, e.g. the true financial performance of the 

company, and the previous and current strategy of the company and so on. It supplied 

us a complete information platform to be analyzed 
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6.7.2 Interviews 

The choice of Firm 

For the study, the case firm is the best choice we got. First, it is convenient for us to 

access some important information. From the very beginning, we contacted the 

company, and got the positive feedback. They were actively to support us to do the 

CSR relative research. After several times contact, we established a very good 

relationship with senior managers of the firm and it is good for us to access the 

important information. Secondly, the case firm fits our intention of studying CSR in 

Chinese SME. The Chinese company is standard private SME located in China, who 

has a clear understanding on CSR and have adopted many CSR practices and 

combined them with their business process. Thirdly, from the current situation of the 

company, the company did a good job and can be considered as a successful case on 

CSR adopting.  

 

Interview Method and Preparation 

Primary data can be collected in different ways. However, the primary data in our 

study had mainly been collected by qualitative interviews. According to Ryen(2004), 

predetermined questions need to be prepared by researchers before the interview 

started (Ibid.). But the interview questions are not necessary to be detailed (Ibid.). The 

conversation could be deeper when answering a general question (Ibid.). Because the 

study is base on a qualitative research method, in order to get qualitative in-depth 

information from the interviewees, a semi-structured interview has been adopted. 

Within a semi-structure interview, a list of interview questions are pre-decided and 

prepared to cover the areas of interests (Saunders et al. 2003).  However, the 

questions are open ended, which allow interviewees to answer freely (Ibid.). Another 

reason for we adopting this method is that the method is flexible and useful to handle 

the new information which appears during interview (Bryman, 2003). The interview 

questions were created base on the purpose of the study, which following and covered 
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models and theories in the chapter of literature review, e.g. CSR concept, CSR 

motivation, strategic use of CSR, Corporate social strategy building, Communication, 

and competitive advantage creation.  

 

The interview guides, which we used, were sent to the interviewee a week ahead of 

the interview, for we intended to give interviewees enough time to understand the 

questions and manage to offer the most relevant answers. However, we did not have 

answers for the all questions in the interview guide. One reason was some questions 

are too sensitive; another reason was we try to focus on the several important 

questions in order to get more information. 

 

We chose to conduct Skype interviews, because of the limited financial resource. 

However, because the Skype software supports multi-media communication, we 

believe it makes the interview better than telephone call and similar as a face to face 

interview. We contacted the company for several times and conducted interviews via 

internet with two managers. We arranged two one-to-one Skype interviews to the two 

interviewees in order to get more information. The Skype interviews that were carried 

out lasted for around two hours in the middle of March 2011. The interviewees 

included a marketing manager and one of founders who involved in all processes.  

 

6.9 Analysis Method 

According to Trochim (2006) the data in the qualitative research is always seldom 

pre-categorized and there are a great number of ways for researchers to organize all 

the details. In the study, based on the analyzing techniques introduced by Kvale 

(1996), we started the analysis process from categorizing the raw material which we 

got by interview and summarizing the long statement into several sentences. This 

process identified by Kvale (1996) as meaning condensation which used to reduce the 
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large amount of interview material into short formulation which is easier for 

researchers to work with and find similarities and differences in it (Ibid.).  

 

The analysis chapter is structured as four sections in order to answer four sub- 

research questions, e.g. the concept of CSR, the corporate social strategy, CSR 

communication, CSR and competitive advantage. As Yin (1994) suggested that the 

theoretical framework is the mean to direct the data analysis, the analysis in our study 

is based on the theories and models which presented in the literature review chapter. 

Then the empirical data have been processed and analyzed by the models and theories 

in the literature review chapter. The similarities and differences have been identified 

between the theories and the case, which is concluded and reported in the conclusion 

chapter. 

 

6.10 Evaluation of the study 

An evaluation of the study is very important, because some potential mistakes may 

occur in all empirical studies. According to Merriam (1998), researchers should assess 

reliability during the study. There are three measures can be used to assess the 

reliability in the study: Triangulation; Credibility of the researcher; Peer examination 

(Merriam, 1998). First, after we concluded the finding from the analysis of the case 

firm – Shokay, we contact another wool textile company. We communicated the 

findings we found from the Shokay case and some feedbacks were collected from the 

wool textile company for the triangulation. Second, in a qualitative approach, there is 

a risk that the interviewee’s answer may different by different researchers because of 

leading question. Since we adopted semi-structured questions, we kept the risk in our 

mind and did our best to avoid leading question during the interview question 

development process. Third, we have taken all comments from the tutor and other 

students into consideration as peers’ remarks, which we believe are important for our 

study to reduce the bias and subjectivity. 
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The validity is another important thing for the study. Validity is defined as the 

accurateness of a researcher’s measurement on what he intend to measure (Malhotra 

and Birks, 2003). In order to keep a high level of validity, we did our best to develop 

the most relevant questions for the interview. Moreover, since the transcription 

process also important to the validity, we did our best to collect data effectively and 

transcribed it as soon as possible after the interview.  

 

 

7. Empirical Data 

Background to Shokay 

Information was collected directly from Shokay. Shokay was established in 2006 and 

was the first company focus on produce textile made from yak fabric. The company 

started from the idea of two co-owners who graduated from Harvard Business School. 

Their idea from the very beginning is try to use their business knowledge and 

experience to help to improve the live condition of Tibetans. The key to achieve the 

idea is the yak fabric. According to a presentation by Shokay (direct email 

correspondence) here are 140 million yaks in the world, but most of them live in 

China. The yak fabric is soft as good as wool to make textile. However, “There were 

no yak fabric products in the international markets, and very few designers know 

about the material”, said the Carol Chyau, one of the founders. The reason largely 

because of connection between herders and market was weak, there were very few 

people know the value of the yak hair. So, in order to increase the market demand on 

yak hair, thus to increase the herders’ income, the company have to involve in entire 

supply chain from yak fabric material purchasing to final products sales.  

 

After five years development, Shokay’s yak fabric products now are sold through 

their distribution network which contains more than 130 shops all over the world. 
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Most of those shops are knitting stores. Shokay now have final products such as 

sweaters, cloth accessories and carpets are sold through fashion shops chains, or sold 

together with other fashion brand products.   

 

Social responsible business  

Instead of focus on profitability, Shokay paid more attention on their social 

responsibility. Instead of direct donation of money, their focus on community 

development such as improving living condition of Tibetan herders and Shanghai 

knitters by offering jobs with fairly good income. In the yak hair material purchase 

step, Shokay established a cooperation network with ten thousands Tibetan herders.  

Shokay purchase the yak hair from Tibetan herders with a fair good price. By the 

training of feeding and combing skills, their income increased a lot than before. In the 

production step, Shokay established a knitting association and recruited hundred of 

low income female to work as knitters. To working with Shokay, the knitters’ income 

also increased a lot than before. Shokay’s social responsive practices are entire 

embedded in their business process. Base on the purpose to improve the life condition 

of the poor, through combine the social responsible practices with the business 

process, Shokay experienced a high speed growth. Their CSR concept is based on a 

new business model which benefits both business and all stakeholders. “There was 

nobody works on yak fabric products before. We connected the herders with the 

market and create value by manage the entire value chain”. The strategy of Shokay 

from the very beginning is to help the poor people through business method. They 

combine the corporate social responsibility with their business process. “We believe 

to supply a fair income job is much better just donate money to someone. And in 

same time, with the spread of our CSR practices, the company image will be 

improved and sales will increase, thus benefit the company and employees back. The 

system is much more sustainable than normal companies”, said Shokay.  
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Communication 

Concerning communication, Shokay did a lot on it. The most interesting part is, from 

the very beginning, Shokay did not invest much money on commercial advertisement. 

They tried to let more people to know Shokay and improve the relationship with 

different parities through different kinds of social events. The two founders of Shokay 

took the responsibility – they actively attended many different kinds of social 

activities to spread their CSR concept, what they do and how to do. 

 

They got many attentions by attending different kinds of business plan competitions. 

They have won the prize of Business plan competition in Harvard business school. 

Through this kind of competition, they did not only spread their business plan and 

CSR concept, but also established connections with different companies, social 

organizations and many private people who interested in their CSR concept and 

willing to help. “We got a lot of feedbacks and helps from all over the world. It was 

really helpful in the beginning.” Carol said. 

 

In the market side, Shokay believe the most difficult problem is the acceptance of 

market on the yak fabric products. Comparing mainstream wool products, yak fabric 

have not been accepted widely by final consumers in world market. In order to 

overcome the problem, Shokay established a website to introduce the specification 

and function of yak fabric and story of their CSR concept, e.g. yak hair only can be 

collected once every year and only approximately 100 grams per yak. So in order to 

make a sweater, hairs need to be collected from 5 yaks. And the sales of Shokay 

products were started via internet. 

 

It is very popular for knitting fans to show their works in blogs, Shokay selected most 

popular knitters and suggest them to use yak yarns to knit clothes and other things 

then show on their blogs. Soon later, Shokay’s website became more and more 
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popular. Many knitters become curious on yak yarns and try to know the story of the 

brand via website and buy products from website. “With the help of internet’s great 

power, sales of Shokay increased greatly.” Through Face book and Twitter, Shokay 

established a platform to communicate with consumers and people who interested in 

Shokay. 

 

Shokay also tried to communicate their CSR concept through many different social 

events. For example, supply training program for Tibetan herders; helping low 

income women to improve life condition; taking care of the life of old peoples. 

Shokay’s sales channels not only focused on internet and distributor network, but also 

on hotel collection shops and large companies as business gifts.   

 

Advantages 

According to the founders, Shokay did not have any competitive advantages from the 

beginning. They did not have enough capital and social connections. “Except the 

concept and brand, we got nothing. If we sell the material, we have no advantage on 

price, for we are not material dealers. We also do not have advantage on production 

and sales, for we do not have factory and sales channels.” However, “We believe the 

biggest advantage is our business model or our strategy”. “Our business is base on a 

sustainable circle - Profit generated by business will help to take more social 

responsibilities, and the spread of our social practices can help to improve the image 

of the company, thus to improve the financial performance”. 

 

 

8. Analysis and Result 

8.1 CSR perceived by Shokay 

As a company who only has 13 permanent employees with 50 knitters, Shokay is a 

typical SME or even a small business based on the Chinese SME standard. However, 
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as interviewees said, the textile industry in China is a labour intensive industry where 

the economy of scale is very important for companies. The Small scale companies 

like Shokay usually have to face many problems and disadvantages. So in order to 

survive within the industry, SME have to find some special ways out. The way 

Shokay has chosen is corporate social responsibility.  

 

8.1.1Motivation of CSR 

Most of theorists believe that the motivations of SME are benefits such as the 

reputation improving, differentiation and access to resource. Base on our study, it is 

also one of the major reasons behind the Shokay’s social responsive practices. By 

focus on the CSR practices of fair trade and community development, Shokay 

identifies itself as a “social enterprise” which creates value both for shareholders and 

society. It not only improved the image and reputation of the company, but also 

enabled Shokay access to more market opportunities and resources. With the image as 

social enterprise, Shokay created a fair trade market of yak fabric products which 

have already become the main market which Shokay involved in. The company’s 

CSR initiatives satisfied the expectations of the society on the fair trade and the 

community development requirement in Tibet area, which brought the company many 

opportunities to access more resources. E.g. Hong Kong TianHua Group invested 

Shokay to improve the yak fabric products because they believe Shokay shared a 

similar corporate value with them. 

 

However, according to the interviewees, there is something more. They believe the 

vision of the company also is a major motivation. As the main vision of Shokay, the 

“to be a social responsive enterprise” was originally from the founders of Shokay who 

graduated from Harvard Business School where they accessed the modern CSR 

concepts. Both the business model and the CSR practices of the Shokay are based on 
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the founders’ concept and correspondent with the content of corporate social 

responsibility.  

 

8.1.2 Concept of CSR 

From the beginning, Shokay has clarified the difference between CSR concept and 

traditional charitable actions. Then it tries to use CSR practices to create value both 

for society and itself. Instead of focus on the areas where the CSR concept have 

already been widely accepted, they pay more attentions on practices such as fair trade 

and community development in the west of China where need more help and more 

attentions on the social responsibility of companies.  

 

According to the pyramid model and three domain model based on the study of 

Shwartz and Carroll (2003), the Shokay’s CSR concept is base on both economic 

level and ethical level of Carrol’s pyramid model as well as the economic and ethical 

areas in three domain model. First, Shokay’s CSR is ethical, for it focuses on 

improving the income of low incomers which is one of the major expectations of the 

entire society. The Shokay’s CSR activities are in line with the consequential standard 

which tries to create benefit both for companies, individual and society. Through the 

Shokay’s CSR practices, the individual’s life condition improved, the company image 

improved, the success of the Shokay also encourage more companies to adopt CSR 

thus benefit the entire society.  

 

Secondly, all social activities of Shokay are created in order to improve the income of 

the poor stakeholders – the economic situation of herders and knitters. It is in line 

with the economic category of the pyramid model (Ibid.). Furthermore, through the 

CSR practices, Shokay are believed to create a positive impact on company image and 

sales increase thus improve both the profit of company or value of share holders and 

income of herders and knitters. It also is categorized in economic area of three domain 
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model (Ibid.). However, there is no sign of the CSR practices are based on legal 

requirements for all the activities were not under pressure of the law or other legal 

requirements.  

 

In general, for our understanding, Shokay’s CSR concept is basically to create a circle 

between economic benefit and social benefit. It tries to use economic benefit to 

improve the social benefit thus with the improvement of social benefit the economic 

benefit also improved.  

 

8.1.3 Stakeholder management 

We noticed that the stakeholder management actually is the emphasis of the entire 

CSR concept in Shokay. The value both for stakeholders and the case firm are created 

base on its stakeholder management. Different from large companies and other SME, 

Shokay’s CSR practices focus on creating a close relationship with local communities. 

First, with herders’ community, Shokay created trust with all Tibetan herders through 

practices such as fair trade and communication. With the work opportunities supplied 

by Shokay, herders can improve their income without move away or change life style. 

Kinds of education programs for women and children also are offered by Shokay to 

improve their education level. On the other hand, the case firm created many loyal 

and stable suppliers. Second, through organizing knitter cooperatives, it keeps a 

relative high interaction with knitters. The case firm supplies training programs and 

organizes the knitters to cooperate each other in order to improve their living 

condition and community quality, in same time it also benefited from knitters’ 

knitting skills. Third, except business activities, Shokay also paid many attentions and 

invested a lot on kinds of Seminars to communicate their social responsibility concept 

with others. E.g. Seminars focus on CSR and seminars about the female 

entrepreneurship and so on. The seminars did help Shokay spread their concept and 

gain the attentions from market. 
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8.1.4 Personal Relations 

Jenkins (2006) believes the personal management style of SME managers can deeply 

influence the behaviour of their firms. As we mentioned above, it also happened in 

Shokay. The two founders are the spirit of the firm. They created the corporate vision, 

corporate value, corporate culture and corporate strategy. Everything in Shokay is 

dominated by them from the corporate mission to the selection of computer software. 

The corporate strategy and internal management style also reflected the two founders’ 

personal social commitment. Furthermore, we noticed that not only the organizational 

behaviours, but also the employees and part stakeholders, e.g. the support from the 

fabric factory and international distributors. 

 

8.2 Development of Corporate Social Strategy 

The case firm’s CSR concept has already discussed in last section. However, in order 

to create sustainable value and competitive advantages by CSR, case firm need to 

connect the CSR with its strategy. In the section, we would like to analyze how the 

case firm creates its corporate social strategy.  

 

As we discussed in the chapter of literature review, there are different models from 

different theorists for building corporate social strategy, e.g. the model of Husted and 

Allen (2001), the model of Porter and Kramer (2006). However, base on the feedback 

from the interviewees, we believe even the two founders did not adopt any models 

intentionally for their corporate social strategy from the very beginning. They 

developed the strategy by practices. From the story of corporate development, we 

believe that the development process of corporate social strategy in Shokay was 

similar but not same with the method of Porter and Kramer (2006) and Husted and 

Allen (2001). We conclude 4 steps of the development process. 1. Identify the 

interactions points between firm and society. 2. Selection of social issues. 3. Creation 
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of corporate social practice. 4. Strategic use of social for value and competitive 

advantage. 

 

8.2.1 First, Identify the interaction points between firm and society 

In order to create an appropriate corporate social strategy, firms should identify what 

interactions exist between firm and the social environment where the firm involved in 

(Porter and Kramer, 2006). The method is in line with the idea of the founders of 

Shokay. When they started to outline of the business model from the very beginning, 

they had already started to consider CSR base on the interactions which may happen 

between the business and the environment. They considered the interaction points as 

the source of potential social issues and try to figure out what they can do about it. 

When the case firm was established, most of the interactions in consideration became 

true. In order to have a overall idea on the case firm’s interaction points with society, 

we analyzed and categorized the case firm’s interaction points by two models, the 

inside-out model and outside-in model, base on the recently situation of the case firm. 

 

Looking inside-out 

Base on the value chain model, we can identify the interaction points between Shokay 

and society from the inside of the company. Activities of company can be divided into 

two categories – primary activities and support activities (Porter and Kramer, 2006). 

In the support activities, Shokay’s social practices have involved in firm infrastructure, 

human resource management, technology development and procurement (Ibid.). First, 

interactions points such as relationship with investors and shareholders can be found 

in the firm infrastructure area within value chain model. The interaction not only in 

form as the shared benefits and risks, but also in form as shared CSR concept between 

the company and investors. Second, compensation and reward can be noticed as the 

interaction points in the human resource management between Shokay and employees. 

In the case firm, the interaction can be seen in form as a fair working condition and 
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similar rewards and welfares, including both financial rewards and on job trainings, 

for both permanent and temporary employees. Third, social impact in technology also 

can be found in the case firm. Yak fabric was not very popular in the textile market 

even in China where the yak originally from due to its high price. However, the yak 

consumes less land and creates less negative environmental impact than sheep. The 

new technology development which focuses on the material and final product design 

are necessary. Shokay did invest a lot on the mixed knitting yarn made of yak hair and 

wool hair, which can reduce the cost and reduce the burden of environment. Forth, we 

also identified the interactions in procurement process. As we mentioned above, 

Shokay combined all aspects of industrial chain of Yak fabric products, from the yak 

hair material purchasing to final product retail. There are two procurement processes 

in Shokay. In the material purchasing aspect, good interaction with herders are needed. 

In practices, the fair trade policy is the solution to it. With the income, the Tibetan 

herders can keep their life styles which have already continued for hundreds years and 

continue their traditional community culture. In fabric service purchasing, interaction 

happens with fabric factories. Acceptance of suppliers on standards of environment 

and corporate responsibility and the quality of the supplier are important for the case 

firm. 

 

In the primary activities, firstly, working condition can be identified as an interaction 

in the operations process. For Shokay do not direct produce product, they organized 

its knitting production by an independent knitter cooperative which consists of around 

50 female knitters. The knitters of Shokay were all unemployed female farmers who 

have no income or very little income before. All knitters are from the same village 

and work near home. Beside of working for Shokay, they also have enough time to 

take care of their children and do their farm work and housework. The income of 

knitters increased much than before and their life condition also been improved. 

Second, customer relationship is the interaction point in marketing and sales. 
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Shokay’s CSR concept is a major tool for the company’s marketing. A new market 

was created by spreading the CSR concept with all stakeholders, especially the 

potential customers, through many different kinds of seminars and program. All 130 

distributors of Shokay all over the world share the similar vision and CSR concept.  

 

Looking outside in 

After identification of the interaction points from internal activities of Shokay, we try 

to continue identify points on the structure of industry (Husted and Salazar, 2006). In 

outside-in model, the competitive context of a firm can be divided into four broad 

areas, quantity and quality of available business inputs; the rules and incentives that 

governing competition; the size and sophistication of local demand; the local 

availability of supporting industries (Porter and Kramer, 2006).  

 

Context for Firm strategy and Rivalry 

In the area of context for firm strategy and rivalry, competition environment can be 

seen as the first interaction. For the yak fabric market is a new emerging segment in 

the textile market with not many companies involved in, Shokay did their best to 

create a fair trade environment for all suppliers in the value chain and created a fair 

competition environment for the all existing competitors and new comers. All yak 

hair suppliers and fabric suppliers can enjoy the fair opportunity to cooperate with 

Shokay if they are qualified. Many companies try to enter the market by cooperating 

with Shokay in order to reduce the market entry risk and get survived as soon as 

possible. Shokay also offers all the knowledge and experience they gained in the 

industry to help the new comers. Second, intellectual property protection is also an 

interactions point that concerned by both Shokay and society. Shokay show their 

respect to the patents of fabric technology and property rights of others’ designs and 

try to protect the new technology of mixed fabric and new designs of yak fabrics.  
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Input Conditions 

First, in the input condition aspects, availability of human resource as an interaction 

point is similar but not same as the interaction points in human resource management. 

Here, the point is focus on the recruitment of the temporary employees. The case firm 

offers the priority to recruit unemployed female farmers that created a group of happy 

and loyal employees. Second, access to research institutions and universities also can 

be seen as one. The CSR concept of founders is originally from university. Moreover, 

by spread their ideas among the universities, they gain a lot support from universities 

and academic world such as technology support. Third, we believe Shokay have an 

efficient administrative infrastructure. The interviewees believe, with the shared 

vision and culture, Shokay easily created a strong cohesion in itself. The cohesion 

keeps the internal communication more efficiently than normal SME.  

 

Local Demand conditions 

In the Demand condition area, the interaction points exist in the customer demands. 

Base on the demands of customers, Shokay kept increasing the products from the 

beginning. Now they not only can supply different colour knitting yarns, but also 

different kinds of final products such as scarf, sweaters, hats, carpets and accessories.  

 

Related and supporting industries 

In the related and supporting industries area, Shokay faces the interactions as 

companies in related industries. First is availability of suppliers. Shokay’s fair trade 

practices actually have already created a stable and qualified supplement of both yak 

hair material and fabric production services. Second is access to firms in related fields. 

By technology cooperation with other fabric companies, Shokay successfully 

developed a mixed yak fabric with wool and cotton.  
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We have identified many different interaction points which are concerned by Shokay 

and society through the inside-out model and outside-in model. We have noticed that 

many of interaction points have already been taken care well by CSR practices now in 

the case firm. However, the interaction points were not noticed in same time from the 

beginning. More importantly, Shokay did not have enough energy to cover all 

interaction points in same time. Only few have been selected as the major social 

issues which were addressed in its corporate social strategy. We will explain the 

selection of social issues in following section. 

 

8.2.2 Second, The selection of social issues 

Same as the method of Porter and Kramer (2006), after considering all the interactions 

points between the case firm and the environments around it, the founders of Shokay 

tried to concentrate their energy on one or two social issues in their corporate social 

strategy instead of covering all interaction points. Porter and Kramer (2006) identified 

three categories of the social issues: “generic social issues”, “value chain operations 

impact” and “the social dimension of the competitive context” (Porter and Kramer, 

2006, p.8). Based on the method of corporate image improvement, most of Chinese 

companies focused on the generic social issues such as the general environment issues 

and the poor education conditions by activities such as charity donation for the poor 

or building school for free and so on. Few of the issues are directly related to the 

stakeholders of the companies. However, the founders of Shokay believed that as a 

small company within limited capitals, it is meaningless to address the generic social 

issues by charity donation. Because their small donation was not enough to improve 

the corporate image and it also might make their tight budget even worse. So they 

decided to choose a different way, a way not only can help the society but also bring 

revenues for the company. In order to create benefit for both society and the company, 

social issues within value chain process and competitive environment are need to be 

addressed in the corporate social strategy (Sousa Filho et. al., 2010).  
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Finally, the case firm selected life condition of herders and working condition of 

knitters as its main social issue targets to be addressed, according to the interviewees. 

The main reason is that the case firm is focus on the business of the yak fabric 

products. Both herders and knitters are directly related to the business. They believed 

the new business model can improve the life condition of herders and working 

condition of knitters which also create value for company in same time. However, 

because the herders are defined as the suppliers of the case firm, and the knitters are 

defined as the employees of the case firm, so we believe that the interaction point 

actually addressed in the corporate social strategy is the relationship with major 

stakeholders of the case firm.  

  

8.2.3 Third, Creation of Corporate social practices 

Since the major social issues have been decided, the work change to the development 

of CSR practices (Porter and Kramer, 2006). Base on the chosen social issues, Shokay 

created a series of CSR practices to deal with the issues. The first practice is the fair 

trade policy which was created and implemented from the beginning of the business 

started. It was also the major CSR practices which focused on the supplier side. 

Community development practices works complementary to the fair trade policy in 

the supplier side. The two policies caused two implications. One is to create jobs and 

increase income of local community. The herders can improve their life condition 

without working in cities and continue their traditional life style and culture. The 

other is implication is the practices created a stable supplement of material and loyal 

suppliers for Shokay. It also brought the advantage to Shokay in competition.  

 

Shokay’s employment policy is the second CSR practice works on the employee side. 

As we mentioned above, there are both permanent and temporary employees exist in 

the case firm. The employment practice focuses on the employment of temporary 
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employees – the knitters. The case firm created knitting cooperative to organize the 

knitters. The recruitment policy offers the priority to recruit the unemployed female 

farmers. The implication for knitters is not only increasing the income, for the 

production located in the same village of them, they also can have more time than 

normal workers to take care of their family and do their duty as mothers and wives. 

The implication for Shokay is also obvious. Majority of the Chinese traditional female 

farmers possess good knitting skills. The practice offered the case firm many loyal 

and skilful employees.     

 

8.2.4 Fourth, Strategic use of the social practices for value and competitive 

advantage 

Only responsive practices to stakeholders are not enough (Porter and Kramer, 2006).  

In order to create sustainable value and competitive advantages for a firm, the firm 

needs to use the CSR practices strategically (Ibid.). The two CSR practices have been 

developed, which are the fair trade and community development practices and the 

employment practices. In order to strategically use the practices for achieving value or 

advantages, another practices have been adopted – the CSR communication in the 

case firm. With the help of CSR communication with suppliers, their fair trade 

activities have been spread among the herders. More and more herders try to 

cooperate with the case firm. Though Shokay’s fair trade price is higher than normal 

purchase price of other companies, the total cost of the case firm actually decreased. 

Due to the feature of the yak, the hair material supplement is not always sufficient. 

For case firm’s fair trade and community development plan did attracted many 

herders to join, the case firm did successfully purchased very big portion of the 

material of the season, which created a economy of scale on the production process. 

The production cost reduction did cover the extra cost on the purchase side. 

Furthermore, with help of the practices, the case firm dominated the local yak hair 
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market, which brought a great advantage for the company on competition and 

influencing other parties within the industry.   

 

Porter and Kramer (2006) believe the value and competitive advantage created when a 

firm can see the need for its chosen customers that other not. Similar with the method, 

the case firm’s CSR practices were used for differentiation. The practices of 

employment not only help the firm access to loyal and skilful employees, it also 

enhanced the image of the case firm as social enterprise with strong sense of female 

entrepreneurship. With the help of the marketing communication, not only the 

products but also the firm itself attracted many attentions from female world. It 

becomes a big marketing point for the company and its products. With the improving 

of the image of company successfully differentiated itself from other normal textile 

companies and made their yak fabric production premium products in the market.      

 

8.3 Communication in Shokay 

8.3.1 Public communication as marketing approach 

Base on our research, we believe the communication plays an important role in the 

Shokay’s corporate social strategy, as we mentioned in last section. In this section we 

would like to analyze more on case firm’s communication. Different from the normal 

companies whose communication can be easily divided into three, e.g. management 

communication, organizational communication, and marketing communication, there 

is not very apparent borders between the organizational communication and 

marketing communication in Shokay. In other words, we believe the company uses 

the part of organizational communication as the marketing communication.    

 

We noticed that Shokay paid many attentions on the areas in organizational 

communication. One of the areas is labour relations. The company created a direct 

dialogue channel with their labour forces such as knitters and permanent employees in 
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management functions. Through internal seminars Shokay’s managers share their 

management concept and CSR concept with their employees in management 

functions, in order to guide their behaviours and work styles. The knitters in knitter 

cooperative are not the permanent employees of Shokay, but Shokay spent same 

energy on them as permanent employees. The weekly regular meeting is the major 

tool of Shokay to control the production progress. In same time, it also is the major 

channel of the company to communicate with knitters. By the meetings, Shokay can 

inform knitters the new corporate policies and share the market news with them. More 

important, Shokay can identify the opinion of knitters such as the demands of the 

knitters in order to keep the efficiency by adjusting the production process for both 

the demands of knitter and Shokay.      

 

Another interesting area of organizational communication in Shokay is public relation. 

In many other companies, a good public relation usually used just as complement to 

marketing functions in order to reduce the risks and improve image of companies. 

However, different from other companies, Shokay did not pay much attention on the 

traditional marketing but spent a lot energy and time to improve the public relation 

and use it in a marketing role. The two founders of Shokay took the responsibility of 

publicity of Shokay. From the very beginning, they did not spend a cent in the 

traditional marketing such as advertising and promotion. Instead, they spent much 

time to hold and join different kinds of training program, seminar and conference with 

topic of social development, entrepreneurship and corporate social responsibility. 

Through different Medias such as books, magazine and TV shows, they did 

successfully share the business idea and their CSR concept with more and more 

people. When their name became more and more famous, the sales of the company 

also increased. Many companies tried to contact them for cooperation and institutions 

also approach them for help. For Shokay’s management communication focuses on 
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the communication with its stakeholders, we will discuss the more in the next section 

of stakeholder communication.  

 

8.3.2 Stakeholder communication strategy for CSR 

According to the interviewees, because Shokay involved in the entire product chain 

from the raw material supplement to the retail of the final products, there are many 

stakeholders related to the company, e.g. herders, knitters, employees, distributors, 

fabric factories, consumers, Medias, competitors and so on. Base on Shokay’s CSR 

concept, Shokay tried their best to identify the expectations of their stakeholders 

through a special communication method. The Shokay’s stakeholder communication 

method is more similar with the stakeholder involvement strategy which categorized 

in the typology of stakeholder communication strategies from the study of Morsing 

and Shoultz (2006). 

 

In the Chinese textile industry, the most popular stakeholder communication strategy 

is stakeholder information strategy. The companies cover the most important 

information they possessed and only release the positive information related to their 

social responsive activities. Many sensitive and stakeholder involved information will 

not be informed, e.g. environment impact, working condition. On the other hand, with 

the one-way communication, the companies refuse to receive feedback from their 

stakeholders with their expectations.  

 

However, Shokay follows another method. It created a two-way communication 

strategy from the very beginning. First, their Business model and CSR concept is 

from the founders’ researches and communication with the potential stakeholders. In 

order survive and create the social responsive business successfully, Shokay have to 

connect all different forces to involve in the operation. The two founders of Shokay 

did their best to identify what kind of stakeholders will involve in and what 
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expectation of them and how to satisfy the expectations. Furthermore, by organizing 

the expectations of stakeholders, Shokay redirected their CSR concept focus on the 

fair trade and community development. Second, after establishing the CSR concept, 

Shokay try to spread it by many different channels, e.g. internet, seminars, magazines. 

In order to improve the effect of their CSR activities, Shokay try to communicate with 

stakeholders directly and frequently. Base on the new feedbacks from the stakeholders, 

Shokay can adjust their activities for better performance. 

 

8.4 The Creation of Competitive advantages 

How the value and competitive advantage are created in Shokay through corporate 

social strategy has been mentioned in the section of corporate social strategy. Here we 

would like to use resource based view to analyze how the competitive advantage 

created. According to the resource base view, the competitive advantage is created 

from the three kinds of resources, tangible intangible and personal based (Grant, 

1991). In the case firm, we not only identified all the three resources, but also noticed 

the three resources can influence each other and create competitive advantages.  

 

Compare to most of Chinese textile companies, Shokay had little tangible resources. 

The only tangible resources as interviewee said is the some retail shops and an office 

with 13 employees and a small amount of capital around one million USD. However, 

from the only tangible resources, we discovered that the company adopted a kind of 

asset-light strategy. Instead of investing much on tangible capital, the company 

outsourced the entire majority of production, material supplement and majority of 

sales and distribution. We believe less tangible investment can benefit Shokay in 

several ways. First, as a SME, Shokay did not have much money for daily operation. 

They need to create biggest value from each penny. With little tangible investment, 

Shokay can focus their limited capital on the most important fields and maximize the 

performance of company. Second, without considering the cost of tangible investment, 
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the company can change the direction of development much easier than many large 

companies.  

 

We believe the personal based resources are tightly connected with intangible 

resources or corporate capabilities in the case firm. The personal relation and personal 

image of two founders of the case firm plays important role in the development of the 

company. The founders are the spirit of the company. They designed the business 

model and CSR concept and made everything become true. Many important 

intangible capabilities are originally from their personal capabilities. They created the 

corporate value and culture for the case firm where the CSR as the heart. Base on 

CSR related corporate value, CSR involved in the core business process of the firm. 

The case firm identifies itself as a “social enterprise” which can create value for both 

society and shareholders. It differentiates the firm with other normal textile companies 

that granted a huge competitive advantage for the case firm in the market. With the 

differentiation strategy, both the relationship with all stakeholders and corporate 

reputation improved, thus the competitive advantage created for the case firm.  

 

 

9. Conclusion  

The study has been inspired by a literature gap between the prevailing literatures and 

Chinese textile SME in the field of strategic CSR. In order to close the literature gap 

and explain the behaviours of Chinese textile SME on CSR dimension and identify 

how the CSR was combined in corporate strategy and as a source to create 

competitive advantages, a case study has been carried out. During the study, we have 

tried to explain the behaviours of Chinese textile SME by existing strategic CSR 

theories base on the four sub-research questions: how Chinese textile SME perceived 

CSR? How they combine CSR with strategy? How they do CSR communication? 

How they create competitive advantage by CSR strategy? Eventually we conclude the 
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findings from the analysis and answer the main research question: how SME textile 

companies create competitive advantage through strategic CSR. 

 

The study adopted a qualitative research method. Empirical data in the study was 

collected from managers from the case firm. Secondary data was used as 

complementary source. The study started from a literature review. Through the 

literature review, a theoretical framework of relevant theories was developed. The 

framework contains models and theories within five contexts which are: CSR concept, 

corporate social strategy, CSR communication, CSR and competitive advantages, and 

the CSR translation in China context.  

 

We analyzed the case base on the five contexts by comparing it with the existing 

theories and models. We organized the analysis in four sections in order to answer the 

four sub-research questions. We would conclude that the case firm generally can be 

explained by the existing theories, but there is something more in the analysis. First, 

the CSR concept, which the case firm developed, generally can be explained by the 

pyramid model and three domains model (Shwartz and Carroll, 2003). However, we 

noticed that the CSR concept is quite different from the normal popular CSR concept 

among other companies. The case firm identify themselves as a “social enterprise” 

which uses business to take social responsibility and use CSR to improve business 

performance in same time. We believe the founders’ personal vision contributed much 

to the concept.  

 

Second, the development process of the corporate social strategy is quite similar with 

the idea of Porter and Kramer (2006), but not completely same. The Porter and 

Kramer (2006)’s model contain five steps. The case firm’s method is in line with the 

model for the first 2 steps which are identifying the interaction points and selection of 

social issues. However, the case firm’s methods paid more attention on the 
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development of special CSR practices which base on the chosen social issues and the 

company’s situation instead of a social agenda in the model. Furthermore, different 

from the model, the case firm tried to use the special social practices strategically in 

order to create value and competitive advantages.  

 

Third, communication is the key to a success strategic CSR in the case firm. In the 

case, we believe the case firm successfully use the organizational communication 

replaced the position of marketing communication, which brought a great credits to 

the company and manage to create a good corporate image. A good public relation 

can easier to low down the defence of consumers in their mind than advertisement. 

With the help of the special designed CSR practices, the case firm successfully 

created a niche market of social responsive yak textile products.  

 

Fourth, the CSR related intangible resource and personal resource plays important 

role in creating competitive advantages. In the case, as the personal resource, the 

founders of the company are a big source of competitive advantages. We believe the 

CSR related technologies will be also important to create competitive advantage. 

 

In general, we believe that in order to create competitive advantage by CSR in the 

competition environment, a Chinese textile SME may create a special corporate social 

strategy base on its own CSR concept and its position in the social environment. The 

approach of communication is the key to the success of the strategy.  

 

We tried contact another Chinese SME who involved in the wool textile industry, 

Zhejiang Yihe textile co., Ltd. We managed collected some feedback from them base 

on the findings we found from Shokay. From the feedback, we noticed that they are 

interested in the method of the Shokay on the CSR strategy. Though the company is 

doing the more just on the image improving, they have already start to work on their 
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CSR strategy and try to adopt a strategic CSR approach in order to improve the 

company’s competitive advantage in the market. 

 

 

10.  Contribution 

The study identified a literature gap related to CSR, i.e. a lack of studies on Chinese 

textile SME who manage to create competitive advantage by strategic CSR. The study 

also tried to contribute to close this gap. The study also confirmed that the majority of 

classic CSR theories can be followed within a Chinese business environment.  

 

 

11. Managerial Implication 

Besides of the theoretical contribution mentioned in last chapter, the study also 

contributed insights of strategic CSR program for Chinese textile SME who want to 

adopt strategic CSR. First, evidence from the case confirmed that the personal believe 

of managers will influence the CSR concept of the company. It also is a strong driver 

of the success of the CSR strategy. It is important to create a strong belief of CSR 

concept among managers before starting CSR initiatives. Second, the study also 

confirmed that a special designed CSR practices can greatly improve the performance 

of the CSR strategy. It is necessary for managers of SME to create distinguished CSR 

practices in their corporate social strategy in order to create competitive advantage 

base on differentiation. Third, a good communication is the vital factor for a 

successful CSR strategy. Communication should be paid more attention and well 

designed as a strategic tool for the CSR strategy. 
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Appendix 1 - Interview Guide 
 

Background Questions: 
1. How many employees in your company? And how do you organize the company?  

 
2. What's the difference between social enterprise and normal enterprise in your 

understanding? 
 

3. How’s the financial performance of Shokay? Such as annual sales and annual sales 
increase rate. Have you balanced cost and income? When you achieved the balance? 

                                      
Research related questions: 

1. Why you created the Shokay? Can you describe your corporate culture? Do you 
think the founders’ personality and personal commitment have relation with the 

Shokay's strategy and culture? 
 

2. What's your understanding on the corporate social responsibility? What CSR 
practices you adopted now? 

 
3. Do you believe there are any special opportunities or barriers as a SME who adopt 

social practices? Could you give us any examples? 
 

4. How you define your corporate strategy or business strategy?  
 

5. As we observed, Shokay did adopted some CSR practices. So how you combine 
such social practices with your strategy? What factors are important for such 

combination?  
 

6. Competitive advantage is always mentioned by scholars and companies. What do 
you think is Shokay’s competitive advantage? Do you think your competitive 

advantages have relations with your strategy and social responsible practices, and 
why? 

 
7. We do believe you have a good relation with Media. Whether it is intend to spread 

your ideas through Media? Have you tried to spread you idea with your employees 
and suppliers and distributors? If you did, how did you do it, and what's the reflection 

from them? Could you give us any examples? 
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8. As far as you know, what's your customers’ idea on Shokay’s CSR concept? From 
your website we noticed you also try to communicate with your customers about your 

CSR concept, but do you think it can improve the sales? Or improve the marketing 
performance? 

 
9. What do you think the most challenge for you to build this kind of enterprise? Do 

you observe any positive or negative influence from Chinese culture context? 


