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Abstract

Businesses are increasingly required to address the demands of key stakeholders, in addition to those of
shareholders. There is an increasing role of corporate social responsibility (CSR) to large businesses and small
and medium enterprises (SMEs) alike. However, research to support the degree of the application of CSR
activities to SMEs with respect to customer loyalty is limited. The purpose of this study was to examine the
selected CSR activities that impact the customer loyalty of SMEs. A self-administered questionnaire was
distributed to selected SMEs in Kampala District, while Structural Equation Modeling was utilised to determine
the influence of independent variables on the dependent variable. The study findings revealed that the selected
CSR activities (Society-oriented CSR activities, Market-oriented CSR activities and Environmental-oriented CSR
activities) positively influence the Customer loyalty of SMEs.
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1. Introduction

Small and medium enterprises (SMEs) are seen as critical for economic growth of many countries globally
(Ayanda & Laraba, 2011, p. 200; Bellihi & Bazi, 2015, p. 340). SMEs have increasingly gained wide recognition
by creating employment opportunities, income generation, poverty reduction and improving standards of living
of people especially in developing countries (Munasinghe & Malkumari, 2012, p. 168; Ngui, 2014, p. 461;
Tushabomwe; 2010; Tusubura & Nabeta, 2013, p. 133). Despite their growing importance, the high failure rate
of SMEs, particularly in developing countries, is a cause for concern (Turyakira, 2012, p. 1). Businesses can
adopt CSR activities to influence the behaviours of consumers to achieve customer loyalty (Asatryan, 2012, p.
66; Yusof, Manan, Karim & Kassim. 2015). Businesses which embrace the concept of CSR are likely to attract
customers and influence their loyalty to develop positive attitudes towards their products, thus gaining better
financial performance and positive publicity (Ochoti, Muathe, Ronoh, Maronga, & Ochoti, 2013, p. 161). As
such, SMEs can participate in CSR activities as a way to generate customer loyalty (Bhattacharya, & Sen, 2004;
Raman, Lim & Nair, 2012, p. 72; Stanisavljevi¢, 2017, p. 40; Yusof et.al, 2015, p. 112). Although the notion of
CSR has been well investigated in large organisations over the years (Adapa & Rindfleish, 2013, p. 82), few
studies have been conducted in the domain of SMEs (Adapa & Rindfleish, 2013, p. 82; Castejon & Lopez, 2016,
p. 21).

Many businesses have increasingly realised the significance of CSR and its influence on the well-being of
society (Raman et al., 2012, p. 72). As such, a number of them has increasingly accepted to voluntarily behave
socially responsible to enhance their customer loyalty (Hsueh, 2012, p. 1). Consumer loyalty is viewed as an
aspiration for customers to continue conducting affairs with particular businesses (Chaffey, 2008) through social
contributions (Grant, 2000). Previous studies (Asaad, 2010; Saunders, 2006; Pakseresht, 2010; Yusof et.al, 2015,
p. 113) have revealed that if well implemented, CSR initiatives could enhance the customer loyalty of SMEs.
Similarly, CSR activities can positively influence SMEs’ reputation and result in a better customer loyalty
(Mandl, 2009; Szabo, 2008; Yusof et.al, 2015, p. 113). According to Arikan and Giiner (2013), CSR campaigns
can contribute to the creation of customer loyalty. As such, CSR can influence customer loyalty in a positive and
significant way (Mandhachitara & Poolthong , 2011).

Despite the growing attention to CSR, studies regarding the influence of CSR activities on SMEs limited,
particularly in developing countries (Burton & Goldsby, 2009; Castejon & Lopez, 2016, p. 22; Cilberti,
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Pontrandolfo, & Scozzi 2008; Nejati & Amran, 2009, p. 259). Similarly, academic literature on what motivates
SME:s to participate CSR is inadequate, especially quantitative studies (Nejati & Amran, 2009, p. 261). It is not
clear the extent to which CSR factors influence customer loyalty in SMEs (Raman et al., 2012, p. 72). There is
limited data with regard to CSR factors and their impact on customer loyalty of SMEs particularly in Uganda.
Therefore, the purpose of this study was to investigate the impact of selected CSR activities on the customer
loyalty of SMEs. Based on the results of the study, specific CSR activities that could enhance the customer
loyalty of SMEs were recommended.

In this study, SMEs are viewed as businesses which employ a minimum of 5 but less than 100 persons, while
customer loyalty is viewed as a business with satisfied customers who are ready to continuously patronize the
business and recommend it to other customers. First, a theoretical overview is presented culminating into a
proposed hypothesised model of the impact of selected CSR-oriented elements on Customer loyalty. Relevant
hypotheses are also formulated and operationalised. Subsequently, the research design is explained while
empirical results are deliberated on. Lastly, limitations are presented while highlighting opportunities for future
research.

2. Theoretical Overview
2.1 Clarification of Key Concepts: CSR and SMEs

There has been increased recognition and appreciation of the social concerns by society and customers over the
years. As such, businesses are expected to adopt and actively participate in socially responsible activities
(Pirithiviraj & Kajendra, 2010, p. 107; Stanisavljevi¢, 2017, p. 40). According to Baker (2001), CSR activities
can influence society in major areas such as workplace, marketplace, community and the environment. SMEs
generally participate in few CSR-based activities that include maintaining sustainable customer relationships,
extending their support to community-based activities and focusing on environment protection (Adapa &
Rindfleish, 2013:86; Stanisavljevi¢, 2017, p. 40).

It has been recognised that CSR activities that are essential to large businesses, can also be significant to SMEs
(Nejati & Amran, 2009:259). There is also some evidence that links CSR to customer loyalty (Raman et al., 2012,
p- 72). As such, business’s CSR activities are likely to improve its reputation and customer loyalty (Raman et al.,
2012, p. 75). CSR related activities can help a business attract more customers and enhance their loyalty
(Longinos & Salvador, 2007; Stanisavljevi¢, 2017, p. 41). Hence, customer loyalty can be viewed as the degree
to which consumers associate themselves to a business, which results in continuous buying behaviour (Chaffey,
2008; Kotler and Armstrong, 2008). According to Raman et al. (2012, p. 72), businesses which participate in
CSR activities are likely to improve customer loyalty towards products. CSR factors with positive customer
outcomes, such as loyalty, have lasting positive effects on customers (McDonald and Rundle-Thiele, 2008, p. 10;
Stanisavljevi¢, 2017, p. 41).

2.2 Proposed Hypothesised Model and Hypotheses

The conceived model in Figure 1, elucidates the influence of the selected CSR activities as independent variables
on Customer loyalty as dependent variable.

Independent variables Dependent variable

Society-oriented CSR

Market-oriented CSR

Customer
loyalty

Environmental-orient

ed CSR

Figure 1. CSR activities impacting customer loyalty of SMEs

Independent variables: CSR factors.

256



ijbm.ccsenet.org International Journal of Business and Management Vol. 13, No. 6; 2018

As demonstrated in Figure 1 above, independent variables are Society-oriented, Market-oriented and
Environment-oriented CSR activities. These CSR factors are common to SMEs and are discussed in the
subsequent sub-sections.

2.3 Society-Oriented CSR activities

Businesses, regardless of size, are considered part of society and their continued existence hinges on it. The
society correspondingly imposes certain responsibilities on the businesses to discharge. As such, businesses are
expected to voluntarily embrace CSR-related activities in addition to profit maximisation (Inyang, 2013, p. 123).
Hence, businesses must develop and maintain close relationships with the key stakeholders in their operations,
Society-related CSR activities refer to business actions including donating items to the needy in society,
participating in community schemes and funding some community projects. As such, society-oriented CSR
activities are about promoting social and harmonious existence in the society (European Commission, 2005;
Stanisavljevi¢, 2017, p. 42). Such activities should support and contribute to socio-economic development
(Inyang, 2013, p. 124). According to Grewal (2012), society-oriented CSR activities involve a number of
activities that businesses undertake to maximise their influence on the communities. Customers want to spend
money in those businesses which are somehow involved in social welfare activities (Grewal, 2012). Hence, they
can appraise a business on the basis of its consistent support to the community well-being (Kumar &
Priyadharshini, 2013, p. 278).

SMEs can support the local communities through benevolent activities as a strategy to retain their customers
(Putnam, 2000). Hence, SMEs can use society-oriented CSR activities as a marketing tool to maintain the loyalty
of their customers (Perrini & Minoja, 2008). Furthermore, society-oriented CSR activities can improve the image
of the business thereby appealing to new customers with the view of gaining their loyalty (Branco & Rodrigues,
2006). For instance, an empirical study of SMEs Czech Republic (Polasek, 2010, p. 140) revealed that SMES
which were engaged in selected Society-oriented CSR initiatives had gained and improved the loyalty of both
internal and external customers. Similarly, a survey of SMEs in Italy (Longo, Mura & Bonoli, 2005, p. 9)
showed that they had improved customer retention because of their commitment to participating in CSR
activities. Consequently, the following hypothesis is established:

H': There is a positive significant relationship between Society-oriented CSR activities and Customer loyalty of
the SMEs.

2.4 Market-Oriented CSR activities

Market-oriented CSR activities are viewed as activities in which a firm quickly responds to its customers’ needs,
provides them with useful information and generates profit without cheating the customers. Such activities
include responsible advertising, professionally handling customer complaints and operating ethically.

The main market-oriented CSR activities entail ethical business practices; cordial consumer relationships; and
participation of consumers in vital business decisions (European Commission, 2005, p. 42). It has become
necessary for SMEs to embrace CSR as a strategy to achieve the socio-economic desires of their customers
(Pirithiviraj & Kajendra, 2010, p. 107).

By focusing on market-oriented CSR activities, SMEs can introduce different ideals, increase their status and
design better quality goods and services that exceed expectations of their customers more effectively and
efficiently, thus enhancing customer loyalty (Stoian & Gilman, 2012). The implementation of market-oriented
CSR activities is likely to generate a trusting relationship between the business and its customers thus making
customers more committed to and developing loyalty to the business (Hafeez & Muhammad, 2012; Kang &
Hustvedt, 2014; Maignan & Ferrell, 2004; Sen, Bhattacharya, & Korschun, 2006). A study conducted on SMEs
in Czech Republic (Polasek, 2010, p. 138) discovered that SMEs customers had developed more loyalty due to
the benefits derived market-oriented CSR activities. Relatedly, SMEs which implement market-oriented CSR
activities are likely to increase their reputation and retain more customers (Ali et al., 2010, p. 477). Based on the
facts presented above, it can be hypothesized that:

H’: Market-oriented CSR activities positively impact Customer loyalty of the SMEs.
2.5 Environmental-Oriented CSR Activities

These are viewed as activities that a firm adopts to reduce its harmful effect on physical environment.
Environment-related CSR activities include ecological utilisation of natural resources, responsible packaging,
minimising waste, pollution control as well as protection of the natural environment. They are also viewed as the
actions of a business on ecosystems, air and water (Cabeza Garcia et al.; 2014). As such, the common
environmental-oriented CSR initiatives include depletion of resources and energy, as well as appropriate
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management of pollution and waste (European Commission, 2005, p. 33). For the purpose of this study,
Environmental-related CSR activities refers to how a firm gets involved in creating environmental awareness
campaigns, funding cultural and sports events and undertaking to minimising waste. It involves those actions a
business may undertake to reduce its adverse influence on environment. Such actions may include responsible
utilisation of resources, proper packaging and protection of the natural environment.

Research on European SMEs indicated that environmental-oriented CSR initiatives include designing
ecologically usable products and active engagement in reprocessing actions (Mandl and Dorr, 2007, p. 47).
Relatedly, the research results of Czech SMEs (Polasek, 2010, p. 141) showed that SMEs which implement
environmental-related CSR activities can attract environmentally-conscious customers; protect their resources;
and minimise operational outlays. Kassins and Soteriou (2003, p. 13) also confirm that there is a significant
association between ecological practices and customer loyalty. As such, the benefits that can be derived from
environmental practices include decreasing operational costs, prospects for improvement and customer loyalty.
Based on the discussion above, it can be concluded that:

H’: There is a significant positive relationship between Environmental-oriented CSR activities and Customer
loyalty of the SMEs

2.6 Dependent Variable: Customer Loyalty

Customer loyalty refers to customers’ commitment to consistently purchase certain products or brands from
specific businesses over time thereby building strong relationship with the organization (Maheshwari, Lodorfos,
& Jacobsen, 2014, p. 16). In today’s competitive environment, customer loyalty has become more important for
many businesses, especially SMEs (Rehman, 2012, p. 183). Accordingly, businesses have gradually moved from
satisfying customers to making them loyal. Given the competitive environment in which businesses operate in,
establishing lasting relationships with customers is fundamentally important (Rehman, 2012, p. 183). Today,
many businesses are developing policies and strategies to maintain a loyal customer base (Cengiz, Ayyildiz, & Er,
2007, p. 63; Hafeez & Muhammad, 2012). As such, businesses have invested considerably in many programmes,
including CSR activities, to attract and retain customers (Lam & Burton, 2006, p. 38). Therefore, for the purpose
of this study, Customer loyalty is viewed as a business having satisfied customers willing to consume and
recommend its products but also committed to continuously buying its products over time.

Various scholars greatly differ on the measures of customer loyalty. A study by Lee, Lee & Feick (2001, p. 6)
established that customer loyalty is measured in terms of repeat purchases and reluctant to switching to
competitors’ products. Relatedly, previous research results (Brimpong, 2008, p. 60) revealed the dimensions of
customer loyalty which include length of stay; the readiness to recommend a business’s products to associates;
and repurchase of a business’s products. Certainly, research findings by Gable, Fiorito & Topol (2008, p. 14)
revealed that keeping the current customers is more cost effective than acquiring new ones.

Many studies have linked CSR activities to customer loyalty (Raman et al., 2012, p. 71). As such, a business can
improve consumer loyalty by voluntarily engaging in social activities (Grant, 2000). Research findings in New
Zealand (Singhal, 2013, p. 79) revealed that switching hurdles have a great influence on customer loyalty.
Effecting CSR activities can benefit a business in terms of customer loyalty (Singhal, 2013, p. 81). According to
Pirsc, Gupta & Grau (2007), CSR activities lead to increased customer loyalty and repurchase intentions.

3. Methodology

3.1 Population

This study is based on an estimated population of over 1.5 million SMEs in Uganda (Mbabazi, 2012).
3.2 Sampling

Respondents were selected with the use of purposive sampling, particularly judgmental sampling, from various
business sectors in in Uganda, particularly Kampala Disctrict, considering those with a workforce ranging from
5-100 employees (Uganda Bureau of Statistics- UBOS 2007). Thus, this study considered SMEs which employ
more than 5 but fewer than 100 people.

3.3 Scale Development

Each factor under the examination was investigated using dependable and usable items acquired from validated
questionnaires used by earlier scholars as indicated in Table 1 below. Some statements were rearticulated to
make them appropriate for this particular study. Then items were subsequently utilised to test the correlations
illustrated in the model. The questionnaire entailed two parts. Section one comprised 60 questions about to CSR
related activities that impact SMEs’ customer loyalty. These were based on a seven-point Likert-type interval
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scale. The second part of the instrument solicited personal profiles of respondents.

Table 1. Sources of earlier validated items utilised in the measuring instrument

Factors References

Society-oriented CSR activities Chen (2009, p. 5), Grewal (2012), Herpen, Meulenberg & Pennings,
(2003, p. 19), Inyang (2013, p. 123), Stanisavljevi¢ (2017, p. 42).

Market-oriented CSR activities Aqueveque & Ravasi (2006, p. 37), Chen (2009, p. 5), Hafeez &
Muhammad (2012), Kang & Hustvedt (2014) and Stoian & Gilman
(2012).

Environmental-oriented CSR activities Cabeza Garciaet at., 2014) and Chen (2009, p. 5).

Customer loyalty Donnelly (2009, p. 289), Maheshwari, et al., (2014:16), Ouyang (2010,

p- 6), Raman et al., 2012, p. 71); Ramzi & Mohamed (2010, p. 5), and
Singhal (2013, p. 81).

3.4 Data Collection

Data were obtained from secondary and primary sources respectively. A literature search was done with the view
of identifying appropriate CSR activities that have an influence on the customer loyalty of SMEs. The review
covered journal articles, online reports and government documents. The primary data was collected from various
industrial sectors in Kampala District in Uganda. Only those sectors with a workforce ranging from 5-100
employees were considered, and self-administered questionnaires were utilised for data collection. Consequently,
750 questionnaires were made available to potential respondents whereby 383 usable questionnaires were
obtained, which constituted a response rate of 51 %.

3.5 Data Analysis

In this study, Analysis of Variance was utilised to evaluate the impact of demographic profiles. This was
followed by conducting an exploratory factor analysis and Cronbach-alpha coefficients were calculated to assess
the discriminant validity and reliability of the instrument respectively. Thereafter, the relationships were assessed
using Structural Equation Modelling (SEM). Factor analysis was conducted to ascertain the representative
variables and to create new constructs, using SPSS 18 version.

3.6 Sample Description

Demographic profiles showed that the large number of respondents were males (63%) having been in operation
for three to five years. Relatedly, a large percentage of respondents (85%) were managers whose highest
education level was a Diploma (60%). Furthermore, a large number of respondents (67%) ran private limited
companies with a workforce of 11 to 20 full-time employees. It is important to note that 49% of the respondents
were unwilling to provide details of their annual turnover. Nevertheless, 26% of respondents revealed that their
annual turnover was below UGX 50 million (ZAR 161,290) per annum.

4. Empirical Results
4.1 Discriminant Validity and Reliability

In this study, SPSS 18 for Windows was utilised to conduct an exploratory factor analysis to establish the
discriminant validity amongst the study constructs. On the basis of relational nature of the constructs, principal
axis factoring with an oblique was ascertained as the extraction and rotation method for six sub-models. It should
be noted that the exploratory factor analysis could not ratify all the latent constructs as initially expected in this
study. As such, only items measuring Market-oriented CSR factors loaded as expected (see Table 2).
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Table 2. Rotated factor matrix: CSR factors

Item Factor 1 Factor 2 Factor 3
MCA7 0.699 0.120 0.040
MCA1 0.693 0.030 0.079
MCAS 0.680 0.221 -0.087
MCA2 0.667 0.200 0.054
MCA3 0.661 -0.012 0.161
MCA4 0.643 -0.014 0.082
MCA10 0.607 0.065 0.015
ECA3 0.119 0.868 0.160
SCA1 0.070 0.827 0187
ECA2 0.206 0.770 0.037
SCA7 0.052 0.159 0.716
SCAS 0.075 0.078 0.701
SCA2 0.067 0.068 0.628
Eigen values 4.452 2.160 1.061
% of Variance 24.733 12.002 5.896
Cumulative % 24.733 36.735 57.987

Of all the items envisioned to assess Environmental-oriented CSR factors, only two items (ECA3 and ECA2)
loaded together on this construct and the name for this factor remains unchanged. Relatedly, an item initially
anticipated to measure Society-oriented CSR factors loaded on Environmental-oriented CSR factors (SCA1).
This left three items which loaded on the Society-oriented CSR activities.

It should be noted that factor loadings of 0.30 and 0.40 are deemed important for sample sizes of 200 and 350
(Hair, Black, Babin, Anderson & Tatham, 2006). As such, factor loadings of > 0.4 were observed for all items.
Consequently, Cronbach-alpha coefficients of larger than 0.70 (Suhr & Shay, 2009) were attained for all
variables, establishing the credibility of scales of measurement. Table 3 below provides working descriptions of
the factors as well as facts about the cogency and consistency of the research instrument.

Table 3. Research instrument analyses

Operationalisation of factors Items Factor Cronbach-alpha
loadings

Market-oriented CSR activities refer to how a business handles consumers’ requirements 7 Max:0.699 0.800

quickly with regard to their orders and welfare by opening at appropriate times, treating them Min: 0.607

justly, charging reasonable rates and generating revenue without cheating customers.

Environmental-oriented CSR activities refer to how a business participates in leading and 3 Max: 0.868 0.804
funding environmental awareness campaigns, sports and cultural events and endeavouring to Min: 0.770

minimise waste.

Society-oriented CSR activities refer to how a business participates in community activities by 3 Max: 0.716 0.758
funding projects, assisting the needy and sharing some of its proceeds with the community. Min: 0.628

4.2 Structural Equation Modelling Results

Different fit indices were utilised to measure the degree to which the suggested model constitutes satisfactory
estimation of information. These comprise the Satorra-Bentler scaled Chi-square (y2), the percentage of
Chi-square to degrees of freedom (y2/df), RMSEA, and the 90% confidence interval for RMSEA (Hoe, 2008). It
was confirmed that the indices provide evidence of a model with a thorough fit. The findings (see Figure 2)
confirm that Society-oriented CSR activities, Market-oriented CSR activities and Environmental-oriented CSR
activities substantially impact Customer loyalty of SMEs.
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Society-oriented ,
H'0.29; P<0.000

H?0.78; P<0.000

Market-oriented

Customer loyalty

H?0.01; P<0.000

Environmental-orie

nted

Figure 2. Empirical findings of CSR factors impacting customer loyalty of SMEs

5. Interpretation of Research Findings

It should be noted that in Figure 2 above, only the positive significant correlations identified by SEM are
depicted. The empirical results of this study therefore reveal a significant correlation (path coefficient = 0.29; P <
0.000) between Society-oriented CSR factors and Customer loyalty of SMEs. Hence, support was found for
Hypothesis H’. This implies that the respondents in this study are of the view that the more SMEs engage in
community initiatives, the more likely they will attract and maintain consumers compared to those that are
unwilling participate in community activities. This evidence supported by previous studies. For instance, an
investigation of the Czech SMEs (Polasek, 2010, p. 140) revealed that SMEs which engaged in Society-oriented
CSR initiatives improved the allegiance and commitment of consumers to their products and the business.
Additionally, an empirical study of Italian SMEs by Longo et al., 2005, p. 9) indicated that the loyalty of their
customers improved because of their involvement in CSR activities. Therefore, it can be concluded that
society-oriented CSR activities could improve the repute of the firm, thereby appealing to new customers and
increasing their commitment to the business (Branco & Rodrigues, 2006).

The empirical findings of this study reveal a significant correlation (path coefficient = 0.78 p < 0.000) between
Market-oriented CSR factors and Customer loyalty of SMEs. This suggests that the more a firm participates in
market-oriented CSR initiatives, the higher the chances of attracting and retaining customers. These findings are
consistent with those of Ali et al, (2010, p. 2) who confirmed that those SMEs which engaged in
market-oriented CSR initiatives were able to advance their social identity and enjoyed enhanced customer
loyalty. Correspondingly, the findings of European Commission (2005, p. 6) disclosed that market-oriented CSR
initiatives assist SMEs in to attracting and winning the commitment of customers. A survey SMEs in Czech
Republic (Polasek, 2010, p. 138) revealed that they had increased customer loyalty as a result of implementing
market-oriented CSR activities.

Furthermore, a significant relationship between Environmental-oriented CSR initiatives and Customer loyalty of
SMEs was reported and a path coefficient of 0.01 (p < 0.000) revealed. This suggests that the more a firm
supports environmental awareness campaigns and funds sporting and cultural events, the higher the chances of
attracting customers who are enthusiastic to continuously supporting the business and recommending its
products to potential customers. It should be noted that the findings of this study concur with the results of
Kassins and Soteriou (2003, p. 13) which revealed a positive correlation between environmental practices and
customer loyalty. Accordingly, the benefits of adopting environmental initiatives include reducing operational
costs, prospects for innovation and customer loyalty (Kassins and Soteriou, 2003, p. 13). However, it should be
noted that it may be costly for SMEs to invest in environmental-oriented CSR activities. Hence, SMEs can
achieve customer loyalty by engaging in specific less costly environmental-oriented CSR activities.

6. Conclusions and Recommendations

The study results revealed significant correlations between the CSR activities and Customer loyalty of SMEs.
This suggests that the more a firm engages in community initiatives, the higher the chances of attracting and
retaining customers. Hence, it is important for SMEs to provide the community with donations and assist the
community with general development projects such as education and sports to create and sustain customer
loyalty. Society-related CSR activities can also be used as a promotion campaign for SMEs.
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Furthermore, the research results show that Market-oriented CSR factors have a substantial positive influence on
Customer loyalty of SMEs. As such, SMEs which care for the consumer requirements by promptly handling
customer complaints and treating them justly have more chances of attracting and retaining more customers.
Hence, SMEs can increase the loyalty of their customers by treating them honestly and making profit without
cheating them. By paying attention to market-oriented CSR activities, SMEs can set new standards; improve
their image; provide products that meet and exceed customers’ expectations, thus winning their loyalty.

The findings of the study revealed a significant correlation between Environmental-oriented CSR factors and
Customer loyalty. This implies that the more SMEs adopt measures that support environmental awareness
strategies, the higher the chances of attracting customers who are ready to assist the business and recommend its
products to potential customers. Hence, SMEs can achieve customer loyalty by running environmental
awareness, ensuring environmental product responsibility and minimising environmental pollution in their
localities.

7. Importance of Findings and Managerial Implications

The research results are considered supportive of those SMEs that are willing to participate in CSR activities. It
is evident that a significant correlation exists between socially responsible businesses and customer loyalty of
SMEs. Based on this empirical research, the significances and managerial implications can be drawn. The CSR
activities should be considered as a means to attracting and retaining customers by SMEs. Participating in CSR
initiatives can be valuable in enhancing customer loyalty of SMEs. As such, SMEs should voluntarily behave in
a more responsible manner with the view of attracting and retaining customers. Indeed, results of this study have
potential impacts on important SME stakeholders with regard to customer loyalty. SMEs need to properly
develop foster positive relationships with their key stakeholders.

Today, businesses have gradually moved from satisfying customers to making them loyal. In this global
competitive environment, fostering long-term relationships with key stakeholders is imperative for SME
managers. As such, SME managers need to devote their energies to investing in CSR oriented initiatives that are
of great importance to communities, customers and environment as a strategy to attract and retain customers.
Finally, this study has filled the current research gaps on CSR activities and customer loyalty by contributing to
the body of business research with particular emphasis on small and medium-sized enterprises (SMEs) in
Uganda.

8. Limitations and Future Research

The research findings have substantially contributed to the body of knowledge on CSR factors, particularly in
SMEs. However, the study has a few limitations that future academics and researchers could address. The study
also presents significant insights to key CSR factors that impact customer loyalty of SMEs. On the basis of these
research outcomes, the following areas for further investigation are suggested with regard to CSR factors for
SME:s.

The target respondents of this study (SME owners/managers) are a limitation in itself. Given the range of
variables proposed in the hypothesised model, different SME stakeholders could have been investigated such as
customers and employees. At the same time, the study results cannot be replicated because of the non-probability
sampling technique utilised. Additionally, the description of CSR factors in this study is limited to three specific
dimensions of CSR factors namely; the community, market place and physical environment. Utilising many
constructs which indicate the extent of engagement in CSR initiatives and analysing their influence on customer
loyalty would provide greater understanding and appreciation of CSR activities needed for SMEs. Further
studies can also be conducted to establish the influence of various CSR initiatives on customer loyalty with a
focus on specific industries rather than SMEs in general. Since the study was conducted in one district in Uganda,
a comparative study of districts could help address the question of generalisability.
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