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Abstract

Corporate social responsibility (CSR) has become an important managerial concern for small and medium-sized enterprises (SMEs),
particularly because responsible business conduct is increasingly associated with efficiency, stakeholder trust, compliance, and long-term
sustainability. This study examined the relationship between CSR and operational performance among SMEs in the Municipality of San
Jose, Batangas. A descriptive-correlational quantitative design was used. Data were gathered from 340 respondents representing registered
small and medium-sized enterprises through a researcher-made survey questionnaire. CSR was measured in terms of ethical,
environmental, legal, and philanthropic responsibilities, while operational performance was assessed through process efficiency and
quality, stakeholder operations management, and innovation and adaptability. Weighted mean and Spearman rank-order correlation were
used in the analysis, with computations performed using SPSS version 28. Findings showed that respondents strongly agreed that CSR
practices were evident, with ethical and legal responsibility obtaining the highest ratings. Operational performance was also rated highly,
particularly in process efficiency and quality, while stakeholder operations management received a comparatively lower rating of Agree.
Correlation results showed that CSR dimensions were generally associated with process efficiency and quality and innovation and
adaptability. However, stakeholder operations management was significantly associated only with ethical responsibility. The study
indicates that CSR contributes most clearly to internal process discipline and adaptive capability, while stakeholder integration remains a
key area for managerial improvement.
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1. Introduction

Corporate social responsibility (CSR) has shifted from a voluntary or image-building activity into a strategic concern for
enterprises that seek legitimacy, resilience, and sustainable performance. In contemporary business practice, CSR no longer
refers only to charitable acts; it also includes ethical conduct, legal compliance, environmental stewardship, and community-
oriented responsibility. For SMEs, these dimensions are particularly relevant because business survival often depends on
trust, local reputation, efficient operations, and the ability to maintain constructive relationships with employees, customers,
suppliers, regulators, and the surrounding community (Tavanti, 2025; Werther & Chandler, 2023).

Operational performance refers to the effectiveness and efficiency of business processes in producing reliable outputs,
maintaining quality, reducing waste, improving customer satisfaction, and adapting to changing market conditions (Oke,
2023; Subrahmanyam, 2024). In SMEs, operational performance is often shaped not only by internal systems and technology
but also by how the enterprise manages its responsibilities to workers, customers, government, suppliers, and the community.
This makes CSR a potentially important managerial mechanism, rather than a peripheral social activity.

The Municipality of San Jose, Batangas provides a relevant setting for examining this relationship because SMEs
contribute to local employment, commerce, service delivery, and community development. However, localized empirical
evidence remains limited on how CSR dimensions are associated with specific operational performance indicators among
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SME:s in this context. While broader studies have linked responsible business conduct with reputation, competitiveness, and
sustainability, the relationship between CSR and day-to-day operational outcomes remains context-dependent, especially
among smaller enterprises with limited resources.

This study aimed to assess corporate social responsibility and its relationship with operational performance among small
and medium-sized enterprises in San Jose, Batangas. Specifically, it sought to: (1) measure CSR in terms of ethical,
environmental, legal, and philanthropic responsibilities; (2) assess operational performance in terms of process efficiency and
quality, stakeholder operations management, and innovation and adaptability; (3) test the significant relationship between
CSR and operational performance; and (4) formulate an action plan for improving SME operations based on the findings.

2. Review of Related Literature

2.1 Corporate Social Responsibility in SMEs

CSR has developed from traditional philanthropy into a broader managerial orientation that integrates economic, legal,
social, ethical, and environmental responsibilities into business practice (Das et al., 2021; Rayman-Bacchus & Walsh, 2023).
Dahlsrud (2008) explains that CSR definitions commonly converge around stakeholder, social, economic, voluntariness, and
environmental dimensions, which suggests that CSR is a multidimensional construct rather than a single program. In SMEs,
CSR is particularly important because small firms often operate close to their communities and depend on relational trust,
local legitimacy, and reputational continuity (Ditlev-Simonsen, 2022; Feliciano et al., 2023). Studies on CSR and stakeholder
response further indicate that socially responsible conduct may strengthen corporate reputation, customer trust, and long-term
loyalty when initiatives are perceived as sincere and aligned with organizational values (Ahmad et al., 2021; Islam et al.,
2021; Mai et al., 2022; Shah & Jan, 2021). Comparable Philippine SME evidence also shows that value innovation can be
operationalized through service redesign, digital touchpoints, and sustainability features, suggesting that CSR-related
concerns may become part of the enterprise's value proposition rather than a separate reputational activity (Teodosio et al.,
2025).

2.2 Ethical and Legal Responsibilities

Ethical responsibility forms the moral basis of CSR by guiding organizational decisions through fairness, integrity,
transparency, and respect for stakeholders. Torelli (2021) distinguishes ethics as the normative basis of action and
responsibility as the behavioral expression of those moral commitments. In organizations, ethical leadership and ethical
climate have been linked with subjective well-being, engagement, non-financial performance, and corporate credibility
(Garg, 2022; Hassan et al., 2023). Geng et al. (2022) further argue that CSR and perceived ethics can improve corporate
reputation and innovativeness when stakeholders see organizational behavior as authentic. Legal responsibility, on the other
hand, represents the minimum mandatory standard for legitimate business operation. Compliance with labor rules, tax
regulations, safety standards, and reporting requirements protects firms from legal and operational risks while establishing
public credibility (Northouse, 2021; Quinco, 2024; Singh & Rao, 2025). In a related regulated-retail case, trust, compliance,
and nationwide service accessibility were likewise treated as strategic resources, indicating that visible conformity with
regulatory and service expectations can reinforce institutional legitimacy (Atento & Atento, 2025). Accreditation evidence
from a Philippine hospital setting similarly indicates that formal compliance systems may strengthen quality orientation but
can also create documentation and process-management burdens when resource support is limited (Garcia & Atento, 2026).

2.3 Environmental and Philanthropic Responsibilities

Environmental responsibility refers to proactive efforts to minimize ecological harm through waste reduction, resource
conservation, pollution control, and environmentally sustainable operations (Jaroensombut et al., 2025). Although
environmental investments may require additional resources, studies suggest that they can generate operational benefits
through efficiency gains, improved compliance, and stronger brand reputation (Liu et al., 2024; Raza et al., 2023; Sarumpaet,
2024). Philanthropic responsibility, meanwhile, refers to voluntary contributions that support community welfare beyond
legal and economic obligations. Carroll (2021) positions philanthropy as the discretionary layer of CSR, while Buye (2021)
and Cha and Rew (2022) emphasize that strategic philanthropy can build social capital, organizational resilience, and public
goodwill when it is substantive rather than symbolic. The literature also suggests that giving programs become more
meaningful when they are transparent, locally responsive, and connected to the organization’s identity and competencies
(Garcia-Sanchez et al., 2021; Omidvar & Deen, 2023).

2.4 Operational Performance, Stakeholders, and Adaptability

Operational performance concerns the capacity of the organization to achieve cost, quality, speed, dependability, and
flexibility objectives through efficient systems and reliable processes (Brandon-Jones et al., 2022; Heizer et al., 2024;
Krajewski et al., 2023). Process efficiency and quality are strengthened when firms standardize workflows, reduce errors,
monitor performance, and use technology to support consistent delivery (Chase et al., 2021; Guo et al., 2022). Localized
QMS evidence from a Philippine maritime manning office further suggests that system implementation can predict
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operational efficiency and service-quality compliance when supported by human factors and organizational practices
(Gamasan & Atento, 2026). SME evidence from Calamba City also indicates that accounting software is valued less as a
stand-alone differentiator and more as a baseline capability for workflow alignment, productivity, and process improvement
(Carandang et al., 2026). Stakeholder operations management extends operational performance beyond internal processes by
integrating the expectations and feedback of customers, suppliers, employees, regulators, and community actors into business
decision-making (El Baz et al., 2024; Gligor et al., 2022; Hollensbe & Linnenluecke, 2025; Kowal & Wisniewski, 2021). In
trading-company settings, work environment support and domain-specific self-efficacy have also been associated with
productivity, with adaptability and problem solving emerging as a weaker productivity area (Espelita & Atento, 2026).
Innovation and adaptability also shape operational performance because firms must introduce new ideas, adopt tools,
reconfigure resources, and respond to market or regulatory changes in order to remain competitive (Al Najjar & Qandeel,
2025; Haque et al., 2025; Kim & Lee, 2024; Kuratko & Neubert, 2024; Slack & Lewis, 2023). Frontline retail evidence from
Batangas convenience stores likewise points to continuous improvement, learning, and teamwork as engagement-related
mechanisms that can support coordination in service operations (Gonzales & Magnaye, 2026).

2.5 Synthesis and Literature Gap

The literature suggests that CSR and operational performance are connected through ethical credibility, compliance,
resource efficiency, stakeholder trust, and adaptive capacity. Ethical and legal responsibility establish the foundation for
legitimacy and internal discipline, while environmental and philanthropic responsibility extend the firm’s accountability
toward ecological and community outcomes (Dahlsrud, 2008; Tavanti, 2025; Werther & Chandler, 2023). Operational
performance literature, however, shows that performance improvement depends not only on values but also on measurable
practices such as process control, stakeholder coordination, technological readiness, and innovation routines (Heizer et al.,
2024; Krajewski et al., 2023; Oke, 2023). The gap addressed in the present study is the limited localized evidence on how
these CSR dimensions relate to specific operational performance indicators among SMEs in San Jose, Batangas. This
context-specific inquiry is important because SMEs may demonstrate strong ethical or legal responsibility while still facing
challenges in stakeholder integration and operational coordination.

3. Methodology

3.1 Research Design

The study used a descriptive-correlational quantitative design to assess CSR practices, operational performance, and the
relationship between the two constructs among SMEs in San Jose, Batangas. This design was appropriate because the study
sought to describe respondents’ assessments and determine whether significant associations existed among the measured
variables.

3.2 Respondents and Sampling

The respondents were 340 representatives of small and medium-sized enterprises in the Municipality of San Jose,
Batangas. The sample size was determined using the Raosoft sample size calculator and was drawn from a population of
2,942 registered SMEs as of December 31, 2025, based on records from the Administrative Department of the Municipality
of San Jose. The final sample consisted of 175 respondents from small businesses and 165 respondents from medium-sized
businesses.

3.3 Research Instrument

A researcher-made survey questionnaire was used as the main instrument. The questionnaire contained three parts:
respondent and business profile; CSR indicators covering ethical, environmental, legal, and philanthropic responsibility; and
operational performance indicators covering process efficiency and quality, stakeholder operations management, and
innovation and adaptability. Items were measured using a four-point Likert scale: 4 = Strongly Agree, 3 = Agree, 2 =
Disagree, and 1 = Strongly Disagree.

Table 1. Reliability Analysis of the Research Instrument

Variable Cronbach Alpha Number of Items Interpretation
Corporate Social

Responsibility

Ethical Responsibility 1.000 7 Excellent
Environmental

Responsibility 0.987 8 Excellent
Legal Responsibility 1.000 5 Excellent
Philanthropic Responsibility | 0.985 7 Excellent
Operational Performance
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Variable Cronbach Alpha Number of Items Interpretation
Proc<?ss Efficiency and 0938 7 Excellent
Quality

Stakeholder Operations 0975 5 Excellent
Management

Innovation and Adaptability | 0.981 8 Excellent

Note. Reliability interpretation: a >= .90 = excellent,; .80-.89 = good, .70-.79 = acceptable; .60-.69 = questionable; .50-.59
= poor; below .50 = unacceptable.

The reliability results indicate excellent internal consistency across the instrument subscales, with Cronbach alpha values
ranging from 0.975 to 1.000. These values suggest that the items within each construct were highly consistent for purposes of
the present analysis.

3.4 Data Gathering Procedure

The instrument underwent content validation by experts from industry and academe, and their suggestions were
incorporated into the final questionnaire. After pilot testing and ethics clearance from the University Ethics Review
Committee, the researcher secured permission from the appropriate municipal office and administered the survey through
Google Forms. Responses were tallied and submitted for statistical processing.

3.5 Data Analysis

Descriptive statistics were used to summarize the profile of the respondents and their ratings of CSR and operational
performance. Weighted mean was used to assess the indicators of CSR in terms of ethical, environmental, legal, and
philanthropic responsibility, as well as operational performance in terms of process efficiency and quality, stakeholder
operations management, and innovation and adaptability. Spearman rank-order correlation was used to examine the
relationship between CSR dimensions and operational performance indicators. All analyses were performed using SPSS
version 28.

3.6 Ethical Considerations

Ethical safeguards were observed throughout the study. Respondents were informed of the purpose of the research, and
participation was voluntary. The questionnaire avoided unnecessary personally identifiable information, and responses were
used only for academic research purposes. Confidentiality and privacy were maintained during data collection, encoding,
analysis, and reporting.

4. Results and Discussion

4.1 Corporate Social Responsibility Practices
The first objective of the study was to measure CSR practices in terms of ethical, environmental, legal, and philanthropic
responsibility. Tables 2 to 6 present the descriptive results for these four CSR dimensions and their overall summary.

Table 2. Ethical Responsibility

Indicator Weighted Mean Verbal Interpretation Rank
Hiring, promotion, and
compensation decisions
within the company are
consistently free from bias
and based purely on merit
and qualifications.

The company has effective
procedures for reporting
unethical behavior without
fear of retaliation.
Management consistently
treats all employees with 3.81 Strongly Agree 3.5
dignity and respect.

The company makes
business decisions based on
strong moral values, not
merely profit.

3.84 Strongly Agree 1

3.82 Strongly Agree 2

3.81 Strongly Agree 3.5
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Indicator

Weighted Mean

Verbal Interpretation

Rank

The company is honest and
transparent about the quality
and country of origin of its
resource materials.

3.80

Strongly Agree

5.5

The business ensures that all
suppliers and business
partners are treated fairly
and paid promptly
according to contract terms.

3.80

Strongly Agree

55

The company's pricing and
promotional discounts are
clear and not misleading for
customers.

3.79

Strongly Agree

Composite Mean

3.81

Strongly Agree

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

Table 2 indicates that ethical responsibility was strongly evident among the SMEs, with a composite mean of 3.81. The
highest-rated item concerned bias-free hiring, promotion, and compensation decisions (M =
respondents perceived merit-based personnel practices as the strongest ethical indicator. The lowest-rated item, although still
strongly agreed upon, concerned clear and non-misleading pricing and promotional discounts (M = 3.79). Overall, the
findings suggest that ethical responsibility is anchored mainly in fair employment practices, reporting mechanisms, and

respectful treatment of employees and business partners.

Table 3. Environmental Responsibility

3.84), suggesting that

Indicator

Weighted Mean

Verbal Interpretation

Rank

The company actively
minimizes waste (e.g.,
paper, plastic, inventory
scraps) in its daily
operations.

3.76

Strongly Agree

The business provides easy
access to environmentally
friendly or sustainable
materials.

3.75

Strongly Agree

The business allocates a
specific budget or annual
investment for upgrading
equipment and technology
to make operations more
environmentally sustainable.

3.72

Strongly Agree

Management actively
encourages customers to
recycle or properly dispose
of old and toxic materials.

3.71

Strongly Agree

The company's operations,
including deliveries and
store design, show
commitment to reducing
carbon footprint.

3.70

Strongly Agree

5.5

The business ensures that
hazardous materials and
waste products are handled
carefully and disposed of in
compliance with
environmental laws and
regulations.

3.70

Strongly Agree

5.5
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Indicator Weighted Mean Verbal Interpretation Rank
The business provides
adequate training to
employees on energy 3.69 Strongly Agree 7
conservation and sustainable
practices.

The business implements
measures to monitor and
reduce water consumption

in operations (e.g., efficient 3.68 Strongly Agree 8
fixtures and water

recycling).

Composite Mean 3.71 Strongly Agree

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

Table 3 shows that environmental responsibility obtained a composite mean of 3.71, interpreted as Strongly Agree.
Waste minimization received the highest rating (M = 3.76), followed by access to environmentally friendly or sustainable
materials (M = 3.75). The lowest-rated indicator concerned monitoring and reducing water consumption (M = 3.68), which
suggests that environmental responsibility was evident but could be strengthened through more formal water conservation
and monitoring systems.

Table 4. Legal Responsibility

Indicator Weighted Mean Verbal Interpretation Rank
The company follows
Philippine labor laws on
working hours, overtime,
and leave benefits.

The company's business
practices are fully compliant
with Philippine tax laws and
regulations.

The company prioritizes
employee health and safety
through training and
appropriate equipment.

The company clearly
displays all required legal
documents and business 3.79 Strongly Agree 3.5
permits in its store
locations.

The products sold by the
company comply with
government-mandated 3.78 Strongly Agree 5
safety and quality standards
(e.g., PNS and DTI).
Composite Mean 3.81 Strongly Agree

3.88 Strongly Agree 1

3.80 Strongly Agree 2

3.79 Strongly Agree 3.5

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

Table 4 presents legal responsibility, which obtained a composite mean of 3.81. The highest-rated indicator was
compliance with Philippine labor laws on working hours, overtime, and leave benefits (M = 3.88). Compliance with tax laws
also received a high rating (M = 3.80). These findings suggest that the respondents viewed legal compliance as a strong
foundation of SME operations.
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Table 5. Philanthropic Responsibility

Indicator

Weighted Mean

Verbal Interpretation

Rank

The company transparently
communicates the amount
or nature of its charitable
donations to employees and
the public.

3.78

Strongly Agree

The company makes a
visible and positive
difference in the lives of
people through its giving
and donation programs.

3.74

Strongly Agree

The company's charitable
causes and sponsorships are
relevant and meaningful to
the needs of the Filipino
public.

3.71

Strongly Agree

3.5

The business' philanthropic
activities are strategically
linked to its core business
activities or expertise.

3.71

Strongly Agree

35

The company actively
supports and encourages
employees to participate in
volunteer work for social
causes.

3.69

Strongly Agree

Employees feel proud of the
company's efforts to donate
resources to community-
building and infrastructure
projects (e.g., schools and
shelters).

3.67

Strongly Agree

The company is genuinely
committed to improving the
welfare of the local
community where the
business is located.

3.66

Strongly Agree

Composite Mean

3.71

Strongly Agree

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

Table 5 indicates that philanthropic responsibility was also strongly evident, with a composite mean of 3.71. Transparent
communication of charitable donations received the highest rating (M = 3.78), while commitment to improving local
community welfare received the lowest rating (M = 3.66). Although all items were interpreted as Strongly Agree, the results
suggest that respondents recognized visible and transparent giving more strongly than broader claims of community welfare

commitment.

Table 6. Summary of Corporate Social Responsibility Dimensions

Dimension Weighted Mean Verbal Interpretation Rank
Ethical Responsibility 3.81 Strongly Agree 1.5
Legal Responsibility 3.81 Strongly Agree 1.5
E‘;Z};?&%?E@l 3.71 Strongly Agree 3.5
Philanthropic Responsibility | 3.71 Strongly Agree 3.5
Composite Mean 3.76 Strongly Agree

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree. The composite mean was corrected to 3.76 based on the four dimension means.
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Table 6 summarizes the four CSR dimensions. Ethical and legal responsibilities obtained the highest ratings (M = 3.81),
while environmental and philanthropic responsibilities followed with equal means (M = 3.71). The corrected overall
composite mean is 3.76, interpreted as Strongly Agree. This pattern suggests that SMEs in the study context were strongest in
morally and legally grounded practices, while environmental and philanthropic initiatives remained positive but relatively
less pronounced.

4.2 Operational Performance
The second objective was to assess operational performance in terms of process efficiency and quality, stakeholder
operations management, and innovation and adaptability. Tables 7 to 10 present the descriptive results.

Table 7. Process Efficiency and Quality

Indicator Weighted Mean Verbal Interpretation Rank
Regular audits or
inspections are conducted to
ensure that internal
processes comply with 3.91 Strongly Agree 1
industry standards or
regulatory requirements for
quality.

Technology and equipment
used in core operations are
up-to-date and reliable,
minimizing unexpected
downtime and quality
issues.

The rate of errors or rework
in core operations is low
enough that it rarely affects | 3.78 Strongly Agree 3
customer satisfaction or
delivery timelines.
Primary operational
processes are standardized
and clearly documented, 3.77 Strongly Agree 4
significantly reducing waste
and output variability.

The business has a
systematic process for
identifying and correcting 3.76 Strongly Agree 55
product or service defects
before delivery.
Employees are empowered
and trained to suggest and
implement minor 3.76 Strongly Agree 5.5
improvements to their own
operational tasks.

The business uses relevant
and effective metrics to
measure and monitor key
operational processes.
Composite Mean 3.79 Strongly Agree

3.80 Strongly Agree 2

3.75 Strongly Agree 7

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

As shown in Table 7, process efficiency and quality obtained a composite mean of 3.79, interpreted as Strongly Agree.
The highest-rated indicator was the conduct of regular audits or inspections for compliance with quality standards (M = 3.91).
The lowest-rated item, although still strongly agreed upon, concerned the regular use of relevant metrics for monitoring key
operational processes (M = 3.75). This suggests that the SMEs demonstrated strong process discipline, particularly through
inspection and compliance mechanisms.

Table 8. Stakeholder Operations Management
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Indicator Weighted Mean Verbal Interpretation Rank
The business' operational
goals are clearly
communicated and aligned | 3.11 Agree 1
with the expectations of
primary stakeholders.

The business actively builds
collaborative relationships
with key suppliers, resulting | 3.06 Agree 2
in more reliable and
efficient operational inputs.
Regular feedback received
from stakeholders is
systematically integrated
into the SME's day-to-day
operational processes and
improvements.

Investment in stakeholder
training or joint
development projects has
led to measurable increases
in the quality and speed of
operational output.
Effective stakeholder
communication allows the
operations team to
anticipate and resolve 3.02 Agree 5
potential risks or disruptions
before they affect
performance.

Composite Mean 3.06 Agree

3.05 Agree 3.5

3.05 Agree 3.5

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree. The verbal interpretation was corrected to Agree because the means fall within
the 2.50-3.49 interval.

Table 8 presents stakeholder operations management, which received a composite mean of 3.06, interpreted as Agree.
This was the lowest-rated operational performance dimension. The highest-rated item concerned the communication and
alignment of operational goals with stakeholder expectations (M = 3.11), while the lowest-rated item concerned the proactive
use of stakeholder communication to anticipate and resolve risks or disruptions (M = 3.02). These results suggest that
stakeholder management exists but remains less mature than internal process control and innovation practices.

Table 9
Innovation and Adaptability

Indicator Weighted Mean Verbal Interpretation Rank
The business encourages
and provides resources for
employees to experiment
with new ideas for products,
services, and internal
processes.

The business has a
structured process for taking
operational improvements 3.81 Strongly Agree 2
from idea stage to full
implementation.

3.82 Strongly Agree 1
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Indicator

Weighted Mean

Verbal Interpretation

Rank

The business uses modern
tools, such as Al-powered
systems, Microsoft 365,
Slack or MS Teams,
automated CRM, and
Google Drive, to replace
manual legacy processes.

3.76

Strongly Agree

The supply chain can
quickly identify and switch
to alternative suppliers or
logistics methods when the
primary source experiences
disruption.

3.74

Strongly Agree

Employees are cross-trained
to adapt quickly to new
tools and are involved in
vendor demonstrations and
orientations.

3.72

Strongly Agree

5.5

The store's physical space
and fixtures can be
reconfigured to adapt to new
merchandising strategies or
seasonal requirements.

3.72

Strongly Agree

55

The business can adjust its
operational setup in less
than three months to meet
sudden changes in market
demand or customer
preferences.

3.67

Strongly Agree

When major industry or
regulatory changes occur,
the SME modifies its core
business strategy without
significant performance
disruption.

3.66

Strongly Agree

Composite Mean

3.74

Strongly Agree

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

Table 9 indicates that innovation and adaptability obtained a composite mean of 3.74, interpreted as Strongly Agree. The
highest-rated item concerned encouraging and resourcing employee experimentation with new ideas (M = 3.82), followed by
the presence of a structured process for moving operational improvements from idea to implementation (M = 3.81). The
relatively lower ratings concerned rapid adjustment within three months (M = 3.67) and modification of core strategy without
significant disruption (M = 3.66), suggesting that everyday innovation is stronger than large-scale strategic reconfiguration.

Table 10. Summary of Operational Performance Dimensions

Dimension Weighted Mean Verbal Interpretation Rank
Process Efficiency and

Quality 3.79 Strongly Agree 1
Innovation and Adaptability | 3.74 Strongly Agree 2
Stakeholder Operations 306 Agree 3
Management

Composite Mean 3.53 Strongly Agree

Note. Weighted means were interpreted using the following scale: 3.50-4.00 = Strongly Agree; 2.50-3.49 = Agree; 1.50-2.49
= Disagree; 1.00-1.49 = Strongly Disagree.

Table 10 shows that overall operational performance was rated Strongly Agree, with a composite mean of 3.53. Process
efficiency and quality ranked first (M = 3.79), followed by innovation and adaptability (M = 3.74). Stakeholder operations
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management ranked lowest (M = 3.06), indicating that external coordination and feedback integration should be prioritized in
improvement planning.

4.3 Relationship between Corporate Social Responsibility and Operational Performance

The third objective was to test the significant relationship between CSR dimensions and operational performance
indicators. Table 11 presents the Spearman correlation results.

Table 11. Correlation between CSR Dimensions and Operational Performance Indicators

Operational
CSR Dimension Performance r-value p-value Interpretation
Indicator
. s Process Efficiency . -
Ethical Responsibility and Quality 0.618 <.001 Highly significant
Stakeholder
Ethical Responsibility | Operations 0.168 0.002 Significant
Management
. o Innovation and . .
Ethical Responsibility Adaptability 0.381 <.001 Highly significant
Environmental Process Efficiency . .
Responsibility and Quality 0.437 <.001 Highly significant
Environmental Stakeholder
o Operations 0.055 0.309 Not significant
Responsibility
Management
Environmental Innovation and . -
Responsibility Adaptability 0.432 <.001 Highly significant
o Process Efficiency _
Legal Responsibility and Quality 0.152 0.005 Significant
Stakeholder
Legal Responsibility | Operations -0.088 0.106 Not significant
Management
s Innovation and _—
Legal Responsibility Adaptability 0.107 0.049 Significant
Philanthropic Process Efficiency . .
Responsibility and Quality 0.508 <.001 Highly significant
. . Stakeholder
Ph1lanth¥op © Operations 0.090 0.099 Not significant
Responsibility
Management
Philanthropic Innovation and . .
Responsibility Adaptability 0.240 <.001 Highly significant

Note. Significant at p < .05. Highly significant is used for p-values reported as < .001 or otherwise treated as very strong
statistical evidence in the source analysis.

Table 11 shows that ethical responsibility had significant positive relationships with all operational performance
indicators, including process efficiency and quality (r = 0.618, p <.001), stakeholder operations management (r = 0.168, p =
.002), and innovation and adaptability (r = 0.381, p <.001). Environmental responsibility was significantly related to process
efficiency and quality (r = 0.437, p < .001) and innovation and adaptability (r = 0.432, p < .001), but not to stakeholder
operations management (r = 0.055, p = .309). Legal responsibility was significantly related to process efficiency and quality
(r=0.152, p =.005) and innovation and adaptability (r = 0.107, p = .049), but not to stakeholder operations management (r =
-0.088, p = .106). Philanthropic responsibility was significantly related to process efficiency and quality (r = 0.508, p <.001)
and innovation and adaptability (r = 0.240, p <.001), but not to stakeholder operations management (r = 0.090, p = .099).

4.4 Discussion
The findings indicate that CSR was most strongly expressed through ethical and legal responsibility. This pattern is

theoretically consistent with CSR literature emphasizing that ethical conduct and legal compliance form the foundation of
credible responsible business practice (Dahlsrud, 2008; Northouse, 2021; Tavanti, 2025). In the SME context, the high
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ratings for ethical and legal responsibility may reflect the importance of trust, compliance, and fair employment practices in
maintaining stable operations and local legitimacy.

Operational performance results show a clear distinction between internal and external performance capabilities. Internal
process efficiency and quality were rated strongly, particularly through audits, inspections, updated equipment, and low
rework. Innovation and adaptability were also rated highly, especially through employee experimentation and structured
implementation of operational improvements. These findings align with operations management literature that links quality
control, process standardization, and adaptive capability with competitive performance (Brandon-Jones et al., 2022; Heizer et
al., 2024; Krajewski et al., 2023).

Stakeholder operations management, however, received only an Agree rating. This is a critical finding because it
suggests that SMEs may be stronger in internal management systems than in systematic external coordination. Although
operational goals are communicated to stakeholders, mechanisms for proactive risk anticipation, joint development, and
feedback integration appear less developed. This supports the argument that stakeholder collaboration must be embedded into
operational routines rather than treated as informal communication or occasional consultation (El Baz et al., 2024; Hollensbe
& Linnenluecke, 2025; Ooi et al., 2025).

The correlation results further refine this interpretation. CSR dimensions were generally associated with process
efficiency and quality and innovation and adaptability, suggesting that responsible business practices are linked with internal
discipline and adaptive capability. However, stakeholder operations management was significantly associated only with
ethical responsibility. This means that environmental, legal, and philanthropic practices, while important, may not
automatically translate into stronger stakeholder coordination unless supported by deliberate communication systems,
feedback mechanisms, and partnership routines.

5. Conclusions, Recommendations, and Implications

5.1 Conclusions

The study concludes that SMEs in San Jose, Batangas demonstrated a high level of CSR implementation, particularly in
ethical and legal responsibility. Environmental and philanthropic responsibilities were also strongly evident, although
specific areas such as water conservation monitoring and community welfare commitment may be strengthened. Operational
performance was also generally favorable, especially in process efficiency and quality and innovation and adaptability.
Stakeholder operations management, however, was comparatively weaker and should be treated as the primary area for
improvement.

Correlation results show that CSR dimensions were significantly associated with process efficiency and quality and
innovation and adaptability. Ethical responsibility had the broadest relationship with operational performance because it was
the only CSR dimension significantly associated with stakeholder operations management. These findings suggest that CSR
contributes most clearly to internal operational discipline and adaptive capability, while stakeholder integration requires more
deliberate managerial systems.

5.2 Recommendations and Proposed Action Plan

Business owners and managers should strengthen stakeholder operations management by establishing more systematic
feedback channels, regular supplier consultations, and risk anticipation protocols. Since stakeholder operations management
received the lowest rating, SMEs should move beyond informal communication and develop documented mechanisms for
supplier coordination, customer feedback, and disruption response.

SME:s should also strengthen environmental responsibility by improving water monitoring and conservation practices.
Although environmental responsibility was rated strongly overall, water-use monitoring received the lowest rating within that
dimension. LGU policy makers may support this effort through incentives, technical guidance, and recognition programs for
SMEs that demonstrate measurable sustainability practices.

Philanthropic programs should be linked more explicitly to local community needs and the firm’s operational
competencies. Transparent reporting of charitable contributions should be retained, but community welfare initiatives should
move beyond visibility toward measurable social outcomes. Table 12 presents the proposed action plan based on the lowest-
rated and strategically important indicators.
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Table 12. Proposed Action Plan for Improving SME Operations in San Jose, Batangas

Key Result Area

Objective

Strategies

Responsible Persons

Success Indicators

Water consumption
monitoring and
reduction

Reduce operational
costs by monitoring
and recycling water
use.

Install low-flow water
fixtures and motion-
sensor faucets; design
and implement
rainwater harvesting
for non-potable
facility needs.

Managers and policy
makers

At least 15%
reduction in monthly
water utility bills;
50% of non-potable
water needs met
through recycled or
harvested sources.

Local community
welfare

Strengthen local
support and align
charitable efforts with
business goals.

Develop a San Jose
Community First
procurement policy
for local vendors;
launch skills-based
volunteering for
community repair and
improvement
initiatives.

Business owners and
managers

At least 30% of
supplies sourced from
small businesses in
the municipality;
completion of at least
two community
projects per year.

Stakeholder
communication and
risk anticipation

Identify and address
partnership
disruptions before
they affect operational
performance.

Implement a digital
stakeholder portal for
customer and vendor
feedback; conduct
monthly dialogue
sessions with key
suppliers to address
logistics delays.

Business owners and
managers

At least 95%
resolution rate for
stakeholder-reported
issues; 20%
improvement in
supply-chain
reliability through
better vendor
coordination.

Note. The proposed action plan was aligned with the lowest-rated indicators and the main operational improvement needs

identified in the results.

5.3 Implications of the Study

The study has practical implications for SME management because it shows that CSR should be treated as part of
operational strategy rather than as a separate social activity. Ethical and legal responsibility appear to support internal
discipline, while environmental and philanthropic responsibility may reinforce sustainability and social legitimacy. However,
stakeholder operations management requires more intentional systems if SMEs are to convert external relationships into
operational resilience.

For local policy makers, the findings imply that SME support programs should include capacity-building in
sustainability monitoring, compliance systems, digital feedback mechanisms, and supplier collaboration. For future
researchers, the study provides a localized empirical basis for further examining whether CSR practices predict operational
performance over time, especially through longitudinal or comparative designs involving other municipalities or provinces.

5.4 Suggestions for Future Research

Future researchers may use this study as a baseline for comparative studies in other municipalities within Batangas or
other provinces. Future work may also examine additional variables such as digital transformation, supply-chain resilience,
organizational culture, or economic responsibility. A longitudinal design may be useful for determining whether the proposed
action plan produces measurable changes in operational performance.

5.5 Academic Advice Disclaimer

This study was prepared for academic purposes. Although it reports actual survey data, the conclusions and
recommendations are intended to support scholarly discussion and local SME improvement planning. They should not be
treated as professional business, legal, or financial consulting advice.
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