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Introduction

The purpose of this SME User Guide is to provide support for the efficient use of ISO 26000 by European
small and medium-sized enterprises (SMEs). Whereas I1SO 26000 follows a global approach, this guide
includes only recommendations that may be relevant to European SMEs.

What is the I1SO 26000 standard on “Guidance on Social Responsibility"?

The aim of the ISO 26000 standard is to offer guidance on social responsibility to organisations of all
types and sizes in the form of recommendations, advice, proposals and orientation. It is a 100-page
document intended to be globally applicable. It is only formally a “standard”. It follows an all-embracing
approach for global applicability, while recognising that each case may be specific:

“In applying this International Standard, it is advisable that an organisation take into consideration
societal, environmental, legal, cultural, political and organisational diversity, as well as differences in
economic conditions, while being consistent with international norms of behaviour.”*

What 1SO 26000 is not

The scope of ISO 26000 entails this limitation in particular:

“This International Standard is not a management system standard. It is not intended or appropriate for
certification purposes or requlatory or contractual use. Any offer to certify, or claims to be certified, to
ISO 26000 would be a misrepresentation of the intent and purpose and a misuse of this International
Standard. As this International Standard does not contain requirements, any such certification would
not be a demonstration of conformity with this International Standard.”? 3

Consequently, ISO 26000 must not be referenced in contracts or governmental regulations and, since

it does not contain requirements, it must not be used for assessment or certification. An assessment
would need to score the ISO 26000 issues (e.g. to what degree the guidance on a particular issue is
followed) and would thereby transpose the guidance into a measurable requirement. SMEs should be

11SO 26000: 2010: Clause 1 — Scope, Paragraph. 3

21S0O 26000: 2010: Clause 1 — Scope, Paragraph. 4

3 Text cited from I1SO 26000: 2010, reproduced with the permission of the International Organization for
Standardization, ISO. This standard can be obtained from any ISO member and from the website of the Central
Secretariat at the following address: www.iso.org . Copyright reserved by ISO.



particularly aware of this because certification bodies may offer assessment, an “ISO 26000 Certificate”
orinclude ISO 26000 into other certification packages — in clear misuse of the guidance standard.

What is a European SME?

Europe shares common values, a tradition of nations and constitutions, laws and regulations which are
mature particularly in the areas of labour and the environment, a culture of compliance, efficient
enforcement mechanisms including criminal law, a highly developed technical infrastructure and a high
level of education and inventive talents. European SMEs are known for practicing legal compliance as
an inherent part of their social responsibility.

In Europe, medium-sized enterprises comprise up to 250 employees; small enterprises up to 50 and
micro enterprises up to 10. Their annual turnover and annual balance sheet do not exceed €50 million
and €43 million* respectively. The vast majority of the 22.3 million European SMEs® are characterised
by personal ownership and management, with only informal structures. Some 25% of them export
products and services®, while most European SMEs are embedded locally and their society related
behaviour is continuously scrutinised by the community in which they operate.

The specific strength of European SMEs is the personalised relation to their environment. Via the
owners’ and managers’ personal contribution they can give the future a face.

What is Corporate Social Responsibility (CSR)?

CSR addresses the voluntarily responsible behaviour of enterprises towards society and presupposes
legal compliance. Societies differ: by nation, history, culture, language, religion, level of education, way
of thinking, density of regulation and other factors. In European countries, many CSR related activities
are regulated — a significant distinction from other regions. Different societies want to develop but also
to maintain their special character. Socially responsible behaviour is consequently very dynamic,
because the needs and demands of societies are specific to their location and subject to continuous
change. While economic success and prosperity are crucial prerequisites for unfolding contributions to
society, the key question is: how can a European SME contribute to the development of its society? The
answer is specific to each SME, its particular situation, possibilities and currently prioritised needs of
"its" society.

In 2011 however, the European Commission put forward a new definition of CSR as “the responsibility
of enterprises for their impacts on society”. Compliance with the applicable legislation and the collective

4 Commission Recommendation 2003/361/EC of 6 May 2003 concerning the definition of micro, small and
medium-sized enterprises. Official Journal L 124, 20/05/2003, p. 36 - 41

> Annual Report on European SMEs 2014/2015, p. 5

® Internationalisation of European SMEs, European Union, 2010, p. 5



agreements between social partners, is a prerequisite to such responsibility. To that end, enterprises
should have in place a process to integrate social, environmental, ethical, human rights and consumer
concerns into their business operations and core strategy in close cooperation with their stakeholders,
so as to:

— maximise the creation of shared values for their owners/shareholders and for other stakeholders and
society at large;

—identify, prevent and mitigate their possible adverse impacts.’

Why should SMEs practice CSR?

The major benefits SMEs may receive from behaving in a socially responsible way include:

] Higher motivation and productivity among employees

] An enhanced reputation and trust that leads to higher appreciation from customers and
suppliers and therefore greater economic success

] Enhanced recognition as operating publicly in society involves consideration for the
intentions of customers, representatives of local communities, banks and other important
contacts

] An acknowledgement of commitment because CSR is not a short-cut to business success
but an investment that may pay off in the longer term

] A higher acceptance within the community because CSR makes an SME adapt more quickly
to the needs of its environment including its clients.

How can this user guide help?

This user guide is intended to help identify such ISO 26000 recommendations which are relevant for
European SMEs. It does not intend to prescribe additional requirements or burdens, since practiced CSR
is aligned with existing business purposes.

Next to this analysis of possible actions, a collective approach, e.g. via SME organisations, employer
federations or chamber organisations, is recommended. These organisations may also be helpful in
representing the SME viewpoint to government and other interested networking partners
("stakeholders").

7 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee and the Committee of the Regions, A renewed EU strategy 2011-14 for Corporate Social
Responsibility, COM(2011) 681 final



Principles

The basic principles of social responsibility for SMEs are accountability, transparency and ethical
behaviour as well as communication within the network of people, groups and organisations that have
an interest in SMEs.

Accountability

Accountability means that the SME is willing to take responsibility for the impact it may have on its
specific environment. The owner or manager should be able to explain and justify the decision he or
she takes. Accountability is important in the case of decisions which affect clients, employees, sup-
pliers, neighbours or the local community in important economic, social and environmental aspects.

Accountability is also the willingness and ability to revise and correct wrong decisions, take responsibility
for damage caused and adopt preventive measures. It helps enterprises make these decisions
understood and therefore is a way to enhance their credibility and reputation.

For example, an SME may demonstrate its accountability when responding to:

] Authorities to explain the causes of work related accidents and take subsequent measures
of improvement
J Allegations that personnel working for it have discharged wastewater in a green area
. Clients asking for an explanation for recent changes in the enterprise’s pricing policy.
Transparency

Transparency means providing information about the enterprise’s decisions and activities regarding the
relevant social, economic and environmental aspects of its operations. Such information can be made
available on an ad hoc basis, but businesses may assess whether there is a legitimate and strong interest
in having a more regular information flow to their clients, partners, employees or other people and
organisations in their network.

Examples:

J A car repair shop reports on the number of apprentices who are admitted every year



] An SME shares the main results of the latest job satisfaction survey with its employees
] A day care centre for children reports on the ingredients and calories contained in the
catering.

Ethical behaviour

An enterprise should behave ethically, i.e. all decisions should be taken and carried out in an honest,
fair and reliable way, without accepting illegal benefits or conflicts of interest. This includes economic
operations as well as concern for people and the environment. Ethical behaviour is influenced a great
deal by the personal values and sense of responsibility of the owner-manager, such as the willingness
to treat other people as equals and with dignity, to keep his/her word or to help others. Only if ethical
behaviour is being practiced continuously in daily life will it elicit reciprocity and trust, so that those on
the receiving end of such behaviour will themselves adopt such attitudes.

Examples:

. Avoid all sorts of corruption, such as bribery to accelerate procedures or tax evasion, give
or receive only gifts of low value and not on a regular basis, limit and define the kind of
accepted entertainment, decide not to operate in countries where the International
Labour Organisation’s (ILO) core labour standards are not respected.

] Fair competition: reliable commercial practices are the basis for a successful business

environment, particularly at the local level, for example the absence of the deliberate
deception of competitors, paying invoices in time, etc.

Possible benefits include:

J Clients or suppliers may prefer an “ethical” enterprise, especially in cases where they have
a similar stance

. Employees may be loyal to the enterprise even in difficult economic times

] People in the community may give their support to an enterprise facing difficulties in
response to assistance received from it.

Networking

Active networking becomes an important principle for successful SMEs to ensure communication and
resolve possible conflicts in a better way. An SME should identify who has an interest in its decisions
and activities, so that it can understand its possible impact and how to address it. This should not be



limited to clients and suppliers as every SME depends on an efficient infrastructure and society-based
network. Other individuals or groups may also have rights, claims or specific interests which might affect
the daily work of the SME and should be taken into account. Each enterprise should consider itself as
part of, and not separate from, its corresponding local or regional structure according to its size and
abilities. Networking for SMEs can be described in different areas of activities.

Client-based networks

Every enterprise needs clients. It is necessary to understand their networks and values. SMEs should be
informed about, and maintain contact with, groups and associations with which their clients have
commitments. This may differ if the SME is a supplier for industrial clients or if it is more engaged with
end-users in the local or regional area.

Person-based networks

SMEs are shaped primarily by the personality of their owner. Private and business activities are linked
in many cases. Personal networks and local associations are important for the exchange of ideas. Many
problems related to the daily work of an SME can only be solved through common efforts in an
atmosphere of trust and confidence. This includes a football club as well as the local business group
which have to build up such networks based on trust, as everyone knows each other.

Society-based networks

Enterprises are part of society, e.g. neighbours and environmental groups monitor any possible change
or disturbance when assessing an SME’s possible impact. The interests of the SME can be affected
strongly by society-based networks. Active engagement in public discussions improves the situation and
helps to find adequate solutions and compromises.

Due to the aging of western societies, common efforts are needed to improve the professional
development of employees and students. In close cooperation with schools and universities, SMEs can
benefit from getting better skilled workers. This provides many opportunities for SMEs to improve their
public appearance and gain access to new ideas and technologies.

There are some key-elements to be considered in the way networks can be built:

. Any communication with networks is based on a personal interest to exchange ideas
. Building up networks is more than marketing — it implies a commitment to understand the
partners and to respond adequately towards concrete problem solving



] Networking is not a single action — it needs a continuous approach. Showing commitment
is the main aspect in building trust for the exchange of information and joint actions.

The ability of an SME to build up a network is based on the personality of its owner. This leads in many
cases to informal and more personal related activities like:

J Open days for the public

. Participation in round-table discussions
J Workshops for pupils and students

J Web-based fora and information

. Internet presentation of the enterprise

10



Guidance on core subjects

According to ISO 26000, the core subjects of social responsibility are: organisational governance;
human rights; labour practices; the environment; fair operating practices; consumer issues;
community involvement and development.

Other issues, such as economic factors, aspects relating to health and safety, the supply chain or
gender issues are addressed within the framework of core subjects, where appropriate. An
enterprise should look at all core subjects, although not all core subjects and issues are equally
relevant for SMEs.

Human rights

There are two broad categories of human rights: The first concerns civil and political rights, and
equality before the law. The second concerns economic, social and cultural rights, including the
right to work, education, and food. Most human rights’ laws pertain to the relationship between
the state and the individual, but private enterprises, including SMEs, may also affect an individual’s
human rights.

In the European Union, the respect of human rights is a fundamental principle enshrined in the
constitutions of member states as well as in several documents such as the Charter of Fundamental
Rights of the European Union®. The legal protection of human rights is guaranteed by the rule of
law and functioning juridical systems. Therefore, human rights issues will be of far less importance
for European SMEs which operate mainly on a local, regional or national level than for those SMEs
which are active worldwide especially in developing countries.

Human rights issues to be considered include:

] Human risk situations outside Europe: Enterprises should be aware of circumstances and
environments in which human rights are at risk (e.g. political instability, poverty, after
natural disasters, corruption, civil and political rights). Also, enterprises should consider
their activities and efforts to avoid complicity in the violation of human rights. Moreover,
enterprises should inform themselves about the social and environmental conditions
under which purchased goods are produced.

8 See: http://www.europarl.europa.eu/charter/pdf/text_en.pdf - Official Journal of the European Communities
C364, 18/12/2000

11



] Discrimination and vulnerable groups: An enterprise should address all social and
especially vulnerable groups, to avoid exclusion and discrimination. Vulnerable groups can
be women, people with disabilities, migrants and others.

Labour practices

Labour practices include the recruitment of workers, termination of employment, training, wages,
health and safety at work and other issues. In the member states of the European Union all relevant
labour standards have been adopted either by law or by collective agreements. Priority issues
should be:

] Conditions of work and social protection: An enterprise should ensure that working
conditions comply with national law and/or standards set in collective agreements (e.g.
wages, working hours, holidays, dismissal practices, maternity protection and access to
social security systems).

. Social dialogue: Depending on the existing legal framework and traditions on the national
level, enterprises should respect and implement the results of the social dialogue.

J Health and safety at work: To avoid work-related illnesses, injuries or death, an enterprise
should develop, implement and maintain an occupational health and safety policy in line
with or voluntarily beyond legal requirements.

J Human development and training: Enterprises should provide workers with access to skills’
development and training where feasible.

The environment

Enterprise activities, as all human activities, have an impact on the environment. Therefore,
enterprises should behave in an environmentally responsible manner by increasing awareness and
assessing and minimising the potential environmental impact of their activities:

. Prevention of pollution: Implement technologies or strategies to reduce emissions to air,
discharges to water, use and disposal of toxic and hazardous chemicals, and improve waste
management.

. Sustainable resource use: Non-renewable resources (fossil fuels, metals etc.) should be

replaced by renewable resources wherever possible. At the same time, the input of
resources should be minimised as far as possible (energy, water, materials).

J Climate change mitigation and adaptation: Every enterprise should consider its possible
contribution to climate change and endeavour to identify, reduce and minimise it.

12



] Protection of ecosystems: An enterprise can act in a more socially responsible manner by
protecting and restoring natural habitats and thus minimising the possible impact of its
activities.

All of the environmental activities should be dealt with on a local and regional level in cooperation
with the parties concerned.

Fair operating practices

Enterprises should operate in a fair manner vis-a-vis business partners, suppliers, government
agencies and others. The following issues on fair operating practices may be relevant:

J Anti-corruption: To prevent corruption on all levels, an enterprise should for example
support and train its employees and representatives to eradicate bribery and corruption,
raise awareness among them and encourage them to report violations.

J Fair competition: An enterprise should conduct its activities in a manner consistent with
competition laws and regulations on e.g. social dumping.
J Promoting social responsibility in the value chain: An enterprise should, as far as possible,

encourage other enterprises to integrate ethical, social, environmental and gender
equality criteria in their policies.

Consumer issues

Enterprises dealing with consumer products and services should provide accurate and transparent
information and promote sustainable consumption. Certain issues require particular attention,
though they may vary in relevance according to the size of the enterprise:

. Fair marketing, factual and unbiased information and fair contractual practices:
Information should be provided in a manner that can be understood by consumers.
Enterprises should e.g. openly disclose total product prices and product taxes, terms and
conditions of goods and services, and the health and safety aspects of products.

. Information: Enterprises should inform consumers on all relevant health and safety
aspects.
. Sustainable consumption: Enterprises should design products and packaging so that they

can be easily reused, repaired or recycled, in order to provide for a longer product life.

13



] Consumer data protection and privacy: To prevent personal data collection, enterprises
should limit the collection of personal data to information that is essential for the provision
of products and/or services.

] Enterprises should provide for cooperative methods of dispute settlement in order to
improve client relationships.

Community involvement and development

SMEs have, by nature, a particularly close relationship with the communities in which they operate.
SMEs can help to strengthen civil society and promote well-being through community involvement
and participation in the community. The following issues on community involvement and
development can be of relevance:

J Community involvement: Enterprises can contribute to their communities through their
participation in and support for civil institutions. An enterprise could e.g. consult
community groups, participate in local associations and maintain transparent relationships
with local government officials and representatives — free from bribery.

. Education and culture: An enterprise could support education on all levels (e.g. support
skills development for disadvantaged groups, provide for apprenticeships, lifelong
learning), promote cultural activities and help conserve and protect the cultural heritage.

] Technology development and access: Enterprises can contribute to the development of
communities by sharing knowledge, skills and technology.
J Social investment: Enterprises could invest or engage in programmes aimed at improving

social aspects of community life (related to education, training, culture, health). They
should consider partnering with communities, governments, business or non-
governmental organisations (NGOs) to maximise synergies.

14



Practicing social responsibility

SMEs practice CSR in a more informal, practical and often spontaneous way. This does not
necessarily imply a change to their processes. The owner may decide on processes and structures
according to the requirements without being aware of any specific 'system' of decision making and
implementation.

Building CSR into an SME involves commitment and understanding, which should start at the top,
i.e. by the owner. Successful engagement in CSR is based on the appropriate inclusion of employees.
This may require specific information, measures and training. This further includes regular
opportunities for employees to express their ideas, suggestions or criticism.

Understanding the social responsibility of an SME

] Personal involvement: The enterprise should identify the potentially negative social,
environmental and economic impacts of its decisions and activities, in order to avoid or
mitigate them. For SMEs, this is mainly based on the owner’s personal involvement.

. Determining the relevance of core subjects and issues: An enterprise should review the
relevance of core subjects and issues. It may involve network partners in this identification
process to broaden the perspective.

J An SME’s sphere of influence: SMEs can exercise their influence individually via their
personal competence or by adopting a collective approach via their horizontal or sectoral
associations.

J One action at a time: Once having identified the relevant core subjects, the issues and the
sphere of influence, an SME can find that different aspects may be relevant to develop its
activities. However, in order to avoid inefficiency, the SME should be careful in starting
several initiatives at the same time. It should instead set priorities and accomplish one
action at a time.

Collective approach

For asingle enterprise, a collective approach may be helpful to be better perceived by society. SMEs
are encouraged to practice the collective approach either directly with other SMEs or associations.
As a first step an SME has to decide which association may be most relevant to it. Transparency and
democratic decision-making are basics for any association of relevance to SMEs.

15



In the public view, SMEs are recognised as part of the specific sector they are working in. They are
affected not only by local or regional interests but have to cope with a wide range of legal
obligations developed on a national or European level. Collective agreements on wages and working
conditions for employees are often concluded via national federations. Common local interests
should be organised and presented by regional professional associations. A collective approach as
a specific kind of networking can enhance the individual influence of SMEs in many aspects.
Examples are:

] Support of common activities in the specific industrial sector

] Fostering the qualification skills and professional training requirements

. Enhancing the reputation of industry and fostering greater public trust

] Sharing technical knowledge and information like access to new technologies

] Preventing or reducing potential conflicts with consumers about products or services

] “Spokesperson” of their SME members for various topics, including contacts with

government, unions and other associations.

Communication

Communication on the responsible use of ISO 26000 is of crucial importance. However, it is up to
every enterprise to decide how to communicate, depending on its resources and priorities.

Communicating on CSR can be very positive both for the internal and the external image of an SME:
it allows for engagement in dialogue with interested parties, and it can motivate employees. In
order to communicate effectively, information should be complete, understandable, accurate,
timely and accessible.

Examples of internal communication:

J Holding regular staff meetings to inform about progress on CSR practices

. Allowing staff to formulate suggestions

J Placing posters around the work place as a reminder of the values of the enterprise
J Producing an internal newsletter.

Examples of external communication:

J Information on the SME’s website about its CSR practices

] Keeping mailing lists updated and sending regular e-mails with the latest practices in CSR
J Disseminating brochures

] Organising events to draw attention to an exemplary initiative on responsibility.

16



Communication can take different forms including meetings, public events, newsletters,
advertising, reports or blogs, to name just a few.

Communication can be enhanced significantly through sector associations. The following actions
can commonly be taken into account: public statements, responsible lobbying and using media
relations, coordination with important national interested parties, and common projects on the
national or regional level.

Voluntary initiatives

CSR builds on voluntary initiatives, and CSR activities cannot be forced upon SMEs via legal
requirements. There are many business associations that have developed voluntary initiatives
which are intended to assist members to enhance their social responsibility such as codes of
conduct, recommendations and guidelines. An SME should determine whether a particular initiative
will help it to address its social responsibility. There are different factors that can help it to
determine whether to participate in such initiatives:

. Consistency with the principles of CSR
J Reputation of the association that develops the initiative
J Possibilities to contribute.

Examples of such initiatives are:

] CSR guide developed by CPME (Confédération des Petites et Moyennes Entreprises):
http://www.cpme.fr/internationals/voir/535/guide-rse

. ZVEI (German Electrical and Electronics Manufacturers’ Association) Code of Conduct,
available in various languages:
http://www.zvei.org/Themen/GesellschaftlundUmwelt/Seiten/ZVEI-Code-of-
Conduct.aspx

J CSR Germany: a forum provided for by BDA (Confederation of German Employer
Organisations), BDI (Federation of German Industry), DIHK (German Chamber of Industry
and Commerce) and ZDH (German Confederation of Skilled Crafts) where CSR practices
of enterprises can be presented and exchanged:
http://www.csrgermany.de/www/csr_cms_relaunch.nsf/id/home-de

This guide is also available online: www.sbs-sme.eu
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Small Business Standards (SBS) is a European non-profit association co-financed by the European
Commission and the EFTA Member States.

Our goal is to represent the interests of small and medium-sized enterprises (SMEs) in the
standardisation process at European and international levels. Moreover, it aims at raising awareness
amongst SMEs about potential benefits the use of standards may bring and at encouraging them to get
involved in the standardisation process.

The association represents the interests of 14 million SMEs through 21 SME member organisations.

For more information

Follow us on

Small Business Standards aisbl
Rue Jacques de Lalaing 4
B-1040 Brussels
+32(0)2 28507 27
info@sbs-sme.eu

Transparency register number: 653009713663-08
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