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ABSTRACT
This study aims to evaluate the perception of bankruptcy by small and medium-sized enterprises from the V4 region. CSR
implementation in business activities was selected as the comparison criterion. The research paper is based on a questionnaire
survey of 1585 respondents. The data were collected from September 2019 to January 2020. The research hypotheses were
evaluated using the χ-quadrat test and Z-score statistical methods. Differences between the enterprises which implemented
CSR in business and other companies were found. The research focused on bankruptcy perception as a natural part of the
business and as a valuable experience for future company development. Entrepreneur failure and self-confidence showed that
V4 SMEs with implemented CSR are less likely to go bankrupt if adverse economic developments occur. However, less than
50% of entrepreneurs consider bankruptcy as a valuable experience for further business. The majority of managers who have
experience with CSR implementation positively differed in their opinions versus those without this experience. In general, V4
entrepreneurs who implemented CSR have a more positive perception of bankruptcy questions. The results may be interesting
for those who promote or implement CSR in the focused countries. Our findings can be helpful for entrepreneurs to consider
the benefits of being socially responsible in the working environment conception.
KEYWORDS: Corporate social responsibility, CSR impact on bankruptcy perception, small and medium-sized enterprises,
business environment in the V4 countries, V4 SMEs segment.
JEL CLASSIFICATION: M14, G33, L26
Reference: Metzker, Z., Marousek, J., Zvarikova, K., Hlawiczka, R. (2021). The perception of SMEs bankruptcy concerning
CSR implementation. International Journal of Entrepreneurial Knowledge, 9(2), 85-95. doi: 10.37335/ijek.v9i2.133

INTRODUCTION
Corporate social responsibility is currently a widely discussed topic with an increasing emphasis in the
field of sustainable business development and the research focus of many scholars. Many published
scientific papers reveal that socially responsible business is the domain of large companies with sufficient
financial resources (Bhinekawati, 2018; Hörisch et al., 2015; Kumar et al., 2021; Zbuchea & Pinzaru,
2017). Therefore many scholars deal with social responsibility focusing only on large companies.
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According to many authors, including Belas et al. (2021), Dvorský et al. (2020) and Zastempowski &
Cyfert (2021) SMEs are unique due to their high share of the economy, which has a positive effect on
the country's GDP. The current trend of large companies is to use SMEs as strategic partners to produce
selected products or services that SMEs supply to large companies (Rocha, 2012). In any case, it is
important to implement it in SMEs as well, but this is a long-term process (Kljucnikov et al., 2016). CSR
implemented in a corporation has a positive effect on consumer product perception, consumer loyalty,
and brand image, which allows increasing the competitive advantage of the company (Al-Hadi et al.,
2019; Pizzi et al., 2020; Qiu, Jiang, Liu, Chen, & Yuan, 2021). Therefore authors are interested in
investigating the CSR influence on sustainability and continuance of business activities (Dayanandan et
al., 2018). Also, large companies need a different approach to CSR implementation than SMEs
(Gelbmann, 2010).
The presented paper focuses on the corporate social responsibility of SMEs in the V4 countries from
various aspects. It examines the perception of bankruptcy by SMEs managers in the case of CSR
implementation into the company's praxis. Data were collected from September 2019 to April 2020via a
questionnaire survey with a focus on management, business risks, and the bankruptcy of V4's SMEs.
1. THEORETICAL REVIEW
Corporate social responsibility has various interpretations and definitions. The responsibility of companies for
their impact on society is defined as CSR by European Commission (2011), with the integration of social,
environmental, ethical, consumer, and human rights aspects into businesses to maximalization of creating
values for shareholders, stakeholders, and society, and also identifying, preventing and mitigating their
possible adverse effects. Carrol (2016) defines 4 pillars of CSR, such as basic parts of conception: Economic
responsibility – creating added value to bring stakeholders' benefints. Legal responsibility – doing business
within the law and complying with the relevant legislative standards governing business. Ethical
responsibility – expectation from corporations to society to do what is right and fair – companies adopt
expected activities, standards and practices even if they are not clearly defined by legislation. Corporate
philanthropy means a company's participation in the not expected activities of doing business with ethical
sense for the whole society. The OECD offers a different definition: CSR as providing jobs, ensuring the
goods and services produced to achieve consumer needs, and improving the population's living standards
in the area of doing business – thus providing returns to shareholders.
According to some authors, a specific exact definition of CSR is missing today (Chojnacka & Wiśniewska,
2016). Therefore CSR can be understood as a balanced management style taking into account the benefits
of all stakeholders having regard to the risk and asset management (Hadj, 2019). This concept enables
wealth distribution for stakeholders through ethical systems and sustainable management practices
integration (Adda et al., 2016). Nowadays, CSR implementation is also useful to mitigate the negative
impact on the environment from business activities (Al-Hadi et al., 2019; Belas et al., 2021; Carroll, 2016).
Through CSR, businesses strive for a positive impact on the labour, social and natural environment and
thanks to that gaining a competitive advantage in long-term sustainability (Sharma et al., 2021; Stojanovic
et al., 2020; Zastempowski & Cyfert, 2021). Implementation of CSR can improve brand prestige,
stakeholders' satisfaction, and loyalty, thus increasing a company value and also is the best way to show
charitable and environmental protection activities (Herrera Madueño et al., 2016; Lu et al., n.d.). Many
studies are focused only on large enterprises. In V4 countries, CSR is a relative new concept with a rapid
expanding trend, especially in multinational companies (Habek, 2017; Kljucnikov et al., 2016). The
reasons for not implementing CSR in V4 are lack of knowledge and information about the area and lack
of financial resources (Dvorský et al., 2020; Nagypal & Noemi, 2014).
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SMEs are vulnerable to life-threatening bankruptcy (Rico et al., 2021). The results of several authors
suggest that the likelihood of bankruptcy is notably affected by CSR. Thus, companies with better CSR
performance are less likely to get bankrupt than companies without implemented CSR (Cooper & Uzun,
2019; Kamalirezaei et al., 2020; Lin & Dong, 2018a; Qiu, Jiang, Liu, Chen, Yuan, et al., 2021). There is
currently very little research on the relationship between bankruptcy and CSR (Cooper & Uzun, 2019).
When comparing CSR and bankruptcy, we can start from Freeman's stakeholder theory, which suggests
that it should be compatible with better financial performance (Freeman & McVea, 2005). Stakeholder
theory also suggests that companies which engage in CSR ultimately run a lower risk. Lu et al. support
the idea that CSR can be effective management tool and companies as a strong representatives of social
responsibility could have favourable investment and organizational strategies. Furthermore, stakeholder
theory suggest that CSR activities are reducing the cost of capital (Dayanandan et al., 2018). Erragragui
& Elias (2018) found that environmental and governance strengths (part of CSR) reduce debt costs. Many
companies implement CSR as the natural belief of a company's obligation beyond financial performance.
Consistent with this argument is that successful firms have the resources to solve social issues and are
perceived to do it with a greater extent than firms without the financial sources to do so (Cooper & Uzun,
2019). Waddock & Graves (2011) pay attention on a financial success that leads companies to become
more involved in social issues which lead to achieve greater financial success. Ahn et al. (2018) concluded
that determination of long-term enterprise survival is also caused by social responsibility. The scholars
state that building social capital among primary stakeholders through CSR activities helps companies
survive over time, while competition without mentioned links fails. Of course, the decisive factor in the
impact of CSR on the likelihood of a bankruptcy is the size of the company. In the case of large
companies, the impact of the CSR should be stronger on bankruptcy decisions (Cooper & Uzun, 2019).
Several authors confirm from their own research that bankruptcy is a very important element in the
subsequent success of an entrepreneur. If an entrepreneur is convinced that he must be omniscient, fully
competent and able to achieve his goals, it means that is driven by the fear of failure. This fear will haunt
businessman alongside his presence in the business environment. Entrepreneurs who are afraid think
they are valuable only when they succeed. When they experience failures, they are considered worthless.
They forget their past successes and, after failure, find it difficult to gain morale (Mariana & Vasile, 2019).
On the other hand, a large number of successes very often required a previous number of attempts and
relative failures (Eklund et al., 2020). However, failure can occur for any entrepreneur, it represents a
financial cost and psychological strain for the entrepreneur, his family, creditors and other stakeholders
(Mariana & Vasile, 2019). Addressing a corporate bankruptcy is, of course, very stressful for the
entrepreneur himself. From a psychological point of view Jenkins (2021) found that most entrepreneurs
experience relief and discovery after a business failure, while entrepreneurs who delay leaving their
businesses after realizing they are failing are more likely to experience both. Entrepreneurs who were
initially unable to cope with the failure resulting in the bankruptcy were more likely to be prepared in
case of new opportunities exploration after the failure. On the other hand, the willingness in case of new
opportunities discovering after failure may also reflect the high level of resilience which can be shown by
entrepreneurs when they do not have to go through a recovery process until they are ready to take the
new opportunities (Corner et al., 2017). One of the most difficult, complex and yet valuable experiences
is entrepreneurs' failure. It can betray an entrepreneur's self-efficacy and naive optimism. Although failure
can be a tough teacher, a business history consisting only of success can leads to overconfidence and
unhealthy complacency (Cope, 2011). Jenkins (2021) adds that the entrepreneur's bankruptcy relief could
be an important precursor how to learn from failure. It signals the entrepreneur's step back position from
failure and it is expected that businessman begins the learning process from it. An important aspect in
the process is focusing on personal growth after the company's bankruptcy, which signals the potential
for entrepreneurs to go through the process of stress-related growth and build resilience for the future
(Shepherd & Williams, 2016).
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2. AIM AND METHODOLOGICAL BASES
The SMEs managers perceptions' of business bankruptcy in V4 countries is the aim of our research
article. We examine the bankruptcy perception attributes from CSR point of view – by comparing
respondents from V4 countries who implement CSR strategy into the company with other entrepreneurs,
who are not doing business in responsible way. The basis of our research was a SME's questionnaire
survey in which participated 368 Slovak, 364 Polish, 454 Czech, and 399 Hungarian representatives of
SMEs managers. Data collection took place 6 months (from 09/2019 to 04/2020). 8 250 Czech, 10 100
Slovak, 7 680 Polish and 8 750 Hungarian SMEs were randomly selected. The average responses return
rate was as followed: Czechia 3,6%; Slovakia 5,5%, Poland: 4,7% and Hungary 4,6%. The respondents
sample is divided into individual V4 countries. In Czechia were involved 63.9% micro enterprises, 23.6%
small and 12.5% medium sized companies. 58.7% Slovak enterprises were micro sized, 28.8% small and
12.5% medium sized enterprises. In Poland were involved into questionnaire survey 55.5% micro
businesses, 23.3% small and 21.2 medium sized enterprises. From Hungary 67.2% micro, 18.3% small
and 14.5% medium sized enterprises attended the research.
The research article analyses entrepreneurs' attitudes to statements in bankruptcy relations (T1 to T5) in
case of agreement with the statement I know the concept of corporate social responsibility (CSR) and promote it in
my managerial practice.
• T1: The bankruptcy is a natural part of the business.
• T2: The bankruptcy of the company brings valuable experience for further business.
• T3: A bankruptcy does not mean an entrepreneur's failure.
• T4: Bankruptcy does not reduce the self-confidence of the entrepreneur.
• T5: Had your company ever gone thru bankruptcy? (Under bankruptcy we understand a crisis
that has had a significant impact on the company's activities: bankruptcy, company
reorganization, etc.?)
Respondents were able to express their opinions on individual claims by scoring on a following Likert
scale: strongly agree, agree, disinterested, disagree, strongly disagree. Using statistical methods Z-score
and χ-quadrat test were tested statistically significant differences between researched groups.
Authors defined following hypotheses:
• H1: Statistically significant differences
on implemented CSR.
• H2: Statistically significant differences
on implemented CSR.
• H3: Statistically significant differences
on implemented CSR.
• H4: Statistically significant differences
on implemented CSR.
• H5: Statistically significant differences
on implemented CSR.

are existed in managers' attitudes towards T1 depending
are existed in managers' attitudes towards T2 depending
are existed in managers' attitudes towards T3 depending
are existed in managers' attitudes towards T4 depending
are existed in managers' attitudes towards T5 depending

3. RESULTS AND DISCUSSION

The bankruptcy is a natural part of the business.
Table 1 The structure of answers to hypothesis H1
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T1
strongly agree + agree
disinterested
disagree + strongly disagree
χ-quadrat
χ-quadrat p-value

CSR
enterprises
No.
%
300
34,88
214
24,88
346
40,23
10,9874
0,0041

Non CSR
enterprises
No.
%
227
31,31
235
32,41
263
36,28

Z-score

Z-score
p-value

1,5044
-3,3145
1,6134

0,1336
0,0009
0,1074

ɑ = 0.05

(Source: own data collection)
Almost 35% of socially responsible entrepreneurs (CSR+) answered the question bankruptcy is a natural
part of the business. The manager of companies that do not have social responsibility implemented in
their practice (CSR-) responded similarly. We noticed significant differences in disinterested responses.
Here, up to 32.4% of CSR entrepreneurs are not interested. In terms of different answers, CSR +
entrepreneurs have larger dissenting answers. Thus, they no longer agree with the statement that the
bankruptcy of a company is a natural part of business. This is also related to the very mission of social
responsibility, specifically economic responsibility (Carrol, 2016). Based on statistical calculations, we
claim that there are statistically significant differences between the V4 SMEs in terms of the
implementation of CSR in the T1 statement context. Hypothesis H1 is accepted.

The bankruptcy of the company brings valuable experience for further business
Table 2 The structure of answers to hypothesis H2

T2
strongly agree + agree
disinterested
disagree + strongly disagree
χ-quadrat
χ-quadrat p-value

CSR
enterprises
No.
%
413
48,02
235
27,33
212
24,65
2,7227
0,2563

Non CSR
enterprises
No.
%
319
44,00
219
30,21
187
25,79

Z-score

Z-score
p-value

1,6006
-1,2641
-0,5219

0,1096
0,2077
0,6031

ɑ = 0.05

(Source: own data collection)
According to 44% of CSR entrepreneurs, corporate bankruptcy is a valuable experience for future
business. Only 4% more CSR + managers agree with this statement. This means that managers are aware
that every bankruptcy is caused by some cause. Identifying it in the future - learning from your previous
mistakes can make a positive contribution to corporate management. The dissenting responses between
the parties examined are almost identical. We found that there are no statistically significant differences
between SME entrepreneurs using CSR and others in the V4 countries. We reject hypothesis H2.

A bankruptcy does not mean an entrepreneur's failure.
Table 3 The structure of answers to hypothesis H3

T3

CSR
enterprises
No.
%

Non CSR
enterprises
No.
%

Z-score

Z-score
p-value
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strongly agree + agree
disinterested
disagree + strongly disagree
χ-quadrat
χ-quadrat p-value

335
237
288

38,95
27,56
33,49
6,7588
0,0341

246
240
239

33,93
33,10
32,97

2,0673
-2,3979
0,2201

0,0385
0,0164
0,8259

ɑ = 0.05

(Source: own data collection)
CSR– entrepreneurs' answers to the question bankruptcy does not mean an entrepreneur's failure are
almost the same - divided into thirds. At the same time, there are statistically significant differences in
the agreed answers and disinterested possibilities between the examined groups of entrepreneurs. We
accept hypothesis H3 – there are statistically significant differences in T3's statement in case of sample
groups comparison.

Bankruptcy does not reduce the self-confidence of the entrepreneur.
Table 4 The structure of answers to hypothesis H4

T4
strongly agree + agree
disinterested
disagree + strongly disagree
χ-quadrat
χ-quadrat p-value

CSR
enterprises
No.
%
185
21,51
213
24,77
462
53,72
7,3486
0,0254

Non CSR
enterprises
No.
%
119
16,41
205
28,28
401
55,31

Z-score

Z-score
p-value

2,5681
-1,5791
0,6330

0,0102
0,1141
0,5287

ɑ = 0.05

(Source: own data collection)
In claim bankruptcy does not reduce the self-confidence of the entrepreneur, a statistically significant
difference is evident in the affirmative responses. In this case, we see 5% differences between CSR+ and
other V4 SMEs. More than 50% of respondents disagree with this statement and at the same time almost
25% of CSR+ and almost 29% of other managers are disinterested. This means in most cases that
respondents confirm corporate bankruptcy reduces the entrepreneur's self-confidence. The values of the
χ-quadrat test show that there are statistically significant differences in the T4 statement. Therefore we
accept hypothesis H4.

Had your company ever gone thru bankruptcy? (Under bankruptcy we understand a crisis that has had a
significant impact on the company's activities: bankruptcy, company reorganization, etc.?).
Table 5 The structure of answers to hypothesis H5

T5
YES
NO
χ-quadrat
χ-quadrat p-value

CSR
enterprises
No.
%
99
11,51
761
88,49
4,9388
0,0263

Non CSR
enterprises
No.
%
111
15,31
614
84,69

Z-score

Z-score
p-value

-2,2223
2,2223

0,0264
0,0264

ɑ = 0.05
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(Source: own data collection)
At the end of the research questions, the authors investigated whether SMEs had gone through
bankruptcies. 11.5% of CSR + and up to 15.3% of other companies during their existence had to deal
with pitfalls that had a significant impact on corporate activities. We accept hypothesis H5 because there
are statistically significant differences between the selection groups on the issue of bankruptcy situation
in enterprise practice.
In comparison with other studies (e.g., Cooper & Uzun, 2019), we confirmed that V4 SMEs with
implemented CSR conception have a lower number of companies that went through bankruptcy than
businesses without acting responsibly. If bankruptcy is a natural part of the business, we did not notice
significant differences between CSR+ and other entrepreneurs with positive answers to this statement.
We can generalize that more than 30% of managers surveyed consider bankruptcy a natural part of a
business's "life cycle." Statement is confirmed by Lin & Dong (2018) or Cooper & Uzun (2019).
Comparing the impact of CSR on the perception of bankruptcy as a valuable experience of the
entrepreneur, there are no significant rules that CSR would dramatically affect the attitude of managers
to this statement. 44% of CSR-entrepreneurs and at the same time, more than 48% of CSR + managers
agree with this statement. Our knowledge that bankruptcy is a valuable business experience supports e.
g. Collett et al. (2014), Rico et al. (2021), Schweizer & Nienhaus (2017) and others.
Inquiries that do not implement CSR in management practice have almost the same distribution of
responses to the statement: bankruptcy does not mean an entrepreneur's failure. If we focus on CSR+
entrepreneurs, up to 38% agree with this statement – there is a statistically significant deviation in the
case of positive answers. Therefore, we can say that our research has shown that in the V4 countries,
entrepreneurs implementing CSR perceive a more positive aspect that enterprise bankruptcy is not a
personal failure of the entrepreneur (Mariana & Vasile, 2019; Eklund et al., 2020). A similar analogy
between CSR + and other entrepreneurs is also significant in the differences in the perception of the
claim that bankruptcy does not reduce the self-confidence of the entrepreneur. Entrepreneurs who do
not implement CSR are more critical in evaluating the questions. Only 16.5% of respondents agree that
bankruptcy does not reduce self-confidence. In the case of CSR +, it is more than 21%. However, more
than 50% of people in business disagree with the statement. Research has shown that entrepreneurs in
the V4 countries do not agree that the bankruptcy of a company does not reduce the self-confidence of
an entrepreneur. This statement is supported by e. g. Drover et al. (2014), Jenkins (2021) & Byrne &
Shepherd (2015) discovered that bankruptcy declines an entrepreneur's confidence and increases stress
emotions.
At the same time, we support Lin & Dong (2018), Sun & Cui (2014), Kamalirezaei et al. (2020), who
claim that entrepreneurs (in our case SMEs in V4 countries) implementing CSR in their business activities
are less likely to go bankrupt in the event of unfavorable economic developments because they have
committed to conducting responsible business (in the context of economic responsibility). Therefore,
CSR enterprises also provide a higher probability of a faster recovery from adverse situations.
The study's limitation is in comparing managers' perception of bankruptcy only at the level of
implementing CSR in SMEs. However, comparing our results following other criteria, such as countries,
business sector, etc., can expand knowledge and issue an opinion on CSR's positive impact, especially for
V4 SMEs.
CONCLUSION
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Our research article aimed to determine the SMEs managers' perception of bankruptcy concerning
corporate social responsibility implementation in the companies in the V4 countries. In most cases,
statistically significant differences were found.
This paper showed that V4 SMEs with implemented CSR are less likely to go bankrupt if adverse
economic developments occur. The issue of bankruptcy as a natural part of the business lifecycle is more
supported by the managers with CSR implementation experience than by those who did not implement
CSR in their company. Less than 50% of entrepreneurs consider bankruptcy a valuable experience for
further business. Managers with CSR implementation experience have a significantly more positive
relation to the statement that bankruptcy does not mean an entrepreneur failure. Only a few respondents
agreed with the statement that bankruptcy does not reduce entrepreneurs' self-confidence. Also, there
were significant differences between CSR+ and other entrepreneurs with a positive opinion about CSR.
In general, V4 entrepreneurs who implemented CSR into their companies' practice have a more positive
perception of bankruptcy questions.
Bankruptcy perception's comparison limits our study only at the level of implemented CSR in enterprises.
We cannot generalize the results because we performed the research only in V4 countries. Future research
could deal with the bankruptcy issue more complexly. This study can be seen as a starting point for future
research on a widespread sample impacting other countries than V4. Future comparisons could expand
knowledge in the field of bankruptcy and CSR. The paper's results may be interesting for those who
promote the implementation of CSR in the focused countries. The study can further help other
entrepreneurs to gain the benefits of doing socially responsible entrepreneurship.
ABBREVIATIONS
SME: Small and medium-sized enterprises
CSR+: companies with implemented concept CSR in practice
CSR–: companies without CSR implementation in practice
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