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PART 1: DESK RESEARCH

General situation.

The general situation in Lithuania might be goopresented by the results of the baseline
study on corporate social responsibility practicekithuania 2007. The main aim of this study was
to assess the level of CSR practices among the aieg operating in Lithuania. The study was
carried out as a part of regional CSR baselineysind countries: Poland, Hungary, Lithuania,
Slovakia, Croatia, Macedonia, Bulgaria and Turkager the Project ,,Accelerating CSR practices
in the new EU member states and candidate counagesa vehicle for harmonization,
competitiveness, and social cohesion in the EUpl@mented by the United Nations Development
Programme Office in Lithuania. The project was fioad by the European Commission and the
United Nations Development Programme. The reseasshcarried out in February-May 2007 by
analysts of Public Policy and Management Instif@@BMI), Lithuania. The methodology of the
research was developed by International expert tfakir. Mark Line from the United Kingdom
and Mr. Robert Braun from Hungary responsible fgional CSR baseline study. The study is
unique in the context of Lithuania, as it is atficemprehensive CSR study aimed at providing on
not only facts but also deeper analysis. The swxfmines the level of implementation of CSR
practices and provides with the in-depth analygigaotors shaping CSR practices. The study
reveals UNDP as a major promoter of CSR ideas thulania. Association ,Investors Forum” is
also active in this field.

The results showed that, the overall civil socigthich in theory should be the main agent
of CSR) is still rather weak and dependant on weriad hoc projects and company sponsorships.
There are only few cases where the organized socteild be seen as having been able to exert
pressure on the decisions of enterprises. Mosusiness associations tend to view CSR as a zero-
sum game where the companies are to be compenfeatetgaging in the socially-responsible
behaviour. Analysis identified a number of inteirggtexamples of socially responsible behaviour
(e.g. stakeholder engagements, community suppartployee participation, supply chain
management, etc.). However, these are rather tiddnal examples that do not allow speaking of
systematic implementation of CSR at a company ldwelerms of strategy, few companies relate
clearly CSR with their core activities, aimed atngemting profit. Concerning stakeholder
engagement, there are some good examples of catsultwith the employees; however civil
society is rarely involved in any meaningful dialeg Nevertheless quite a few companies address

the civil society through various charity, finadcsupport, or PR projects. The governance of



companies usually does not include specific CSRtipas To the extent such duties are assigned,
they usually are supplementary to positions sucimasketing, PR, environmental management,
personnel development. A number of various cediéis, aimed at performance management
(quality, human resources and environmental impaatye implemented by the companies;
however there hardly were any cases where CSR wmildmong key elements in measuring a
company’s performance. Public disclosure has sdémn rather scarce, with exceptions for the
cases required by the law (e.g., listed comparsese ko disclose their financial data). The market
tends to undervalue the social costs and to pdergthort term financial rather than long term abci
gains. According to this report, the implementatidrCSR in Lithuania in 2007 was in a situation,
where the society is largely uninterested, theestatinsure, the organized interests take a “zero-

sum” game approach and the companies take theilrotiatives, based on the market pressure.

How is CSR defined?

The project of the National program for CSR deveiept in 2009-2013, prepared by the
government of the Republic of Lithuania, defines @orporate Social Responsibility as:
.the policy and practice of companies and organizats when they not only follow the laws,
international agreements and behaviour standardstlalso integrate social, environmental and
transparent business principals into their internand external relations on voluntary basis and
together with social and governmental partners tagart in developing innovative solutions for
social, environmental and economic challenges*

There are many definitions of CSR. More frequentgd in various Lithuanian published
and internet sources are those, presented below:
CSR - voluntary endeavour of business enterprisegadorporate the social and environmental
issues into corporate activities and relations withrested parties.
CSR - the strategy that systematically integrdtessocial, economical and environmental effect of
business into management processes of that business
CSR concept is a wide process, which embraceyat of product/service creation/production and
the connected social, financial and ethical aspects
CSR is an ethical commitment on a voluntary basis.

There are several CSR application areas, at whglagtivities manifest, and could be

evaluatedsourcewww.atsakingasverslag:t




CSR application areas

CSR activities

CSR at workplace

Safe and healthy work places fompleyees, encouragement of
employee’s consciousness;
Respect to human rights and their safety at thekplaces, equal work
opportunities for different social groups;

Opportunities for employees of life-long learning.

CSR in a society

Listening to the needs of locahiemnity, harmonization of interests of
the community and the company;
Philanthropy and voluntary engagement in the d&s/and initiatives
of communities and society;
Encouragement of young people for involvement ibtessiness and
professional activities, transfer of knowledge aopportunities of

practice.

CSR in the environmen

Effective and responsib&eafgesources within the organization;
Environment protection;

Creation and production of “green” products.

CSR in the market

Dutiful (punctual) payment acaagdo the bills;
Socially responsible, non-abusive, marketing;
Regard to specific needs of different groups ofesgdqdisabled people,
youth, pregnant women, etc.).

This picture shows the boundaries of

Normal

business | CSR as understood in Lithuania
Do not (source: Rta Skyrieg, Association
harm

Do good .Investors Forum®).

The yellow circle means the normal
business that follows the laws and
regulations. It is the first, basic
level, which says to pay taxes, to
follow the laws and to play fair.

The green circle means the business
that implements the  higher

environmental or other CSR

requirements on a voluntary basis. It is the secorghnizational level, which tells to minimize the



negative effect of the company’s performance. Amal lhlue circle represents the boundary to the
transformation into the business that invests i@ sustainable development. It is the third,
societal level, at which companies are invited tives the problems of the society or local
community. According to this diagraitine socially responsible organization has uncoodailly to
follow the principles of the first level, to follothie principles of the second level according $o it
economical potential, and, at least to some extenbntribute to the third level.

Topics most discussed

Comparing the experience in CSR of other countaed Lithuania, we can see some
important differences. The main factor stimulatthg responsible behaviour of foreign business is
the pressure of consumers/society. But the Civiletg organizations are not the key stakeholder in
Lithuania. The initiatives for CSR activities confrem foreign partners or mother enterprises.
Lithuanian companies, implementing the CSR acésitusually follow the ethical/moral principles.
For now, the social responsibility is perceived enas charity or philanthropy in Lithuania. A
number of Lithuanian companies donate the vari@esak projects, but still it is rather one of the
marketing means than partnership and systemic cabpe with social partners and other
stakeholders.

CSR in Lithuanian companies is associated mostip whe ethical behaviour, business
transparency and environmental issues. One of thst attual issues of CSR in Lithuania is social
security and workplace (occupational) safety. Thepleasis is on employee welfare and training.
The second most important issue is the environmesiiection, and the third — sponsorship of

various social programmes.

Relevant research

As already mentioned above, one of the relevargaret was carried out in 2007, named
Baseline Study on Corporate Social Responsibiliactices in Lithuania. The aim of the research
was to assess the level of CSR practices amongpthpanies operating in Lithuania. The results of
this research are already discussed in the seatiganeral situation.

Another relevant research was carried out by EKDu@rin 2007, under the project
“Mainstreaming CSR among SME'’s in the Baltic Staigise case of Lithuania). 500 SME’s was
reached in Lithuania. We will discuss the resuitthie section of specifics of SME’s.

The research report “What Does Business Think akimrporate Social Responsibility?
Part 1: Attitudes and Practices in Estonia, Laana Lithuania”, prepared by World Bank (2005)



within the “Enabling a better environment for Come Social Responsibility — Diagnostics”
project, supported financially by the European Cassion, DG Employment, Social Affairs, and
Equal Opportunities. 80 companies operating in Uatia were interviewed. The results showed
that among the main stakeholders companies idett#hareholders (71%), employees (51%) and
customers (36%)Only 5 percent of respondent companies identifyltieuanian government or
their local communities as being among their méakesholders. None of the respondents identifies
CSOs as main stakeholders. Majority of respondimitssocially responsible activities to ethical
conduct, and transparency in operations. Payingstésxconsidered to be the most important role of
a company in society, the second one - complyintp whe legal framework, and the third is
ensuring job security. Only 39 percent of Lithuan@mpanies strongly agree on the protection of
the environment being one of their main dutiesdoiety. Employee training is seen as crucial in
Lithuania and therefore it is not surprising thaany all respondent companies provide some form
of training to their employees. Training when acsipe need arises is provided by 35 percent of
companies, whereas 23 percent provide constamirtgaiForty one percent of companies provide
both ad hoc and constant training. 55 percent sgardents engaged in social projects. Lithuanian
companies list the main reasons for engaging imkpoojects as follows: better reputation; better
local community relations; survival of businesshe long term; and enhanced shareholder value. A
majority of Lithuanian respondents are engagednhtealth and education areas. Almost half of
respondents are engaged in community developmelidwed by technical training, support to
ethnic minorities, and housing. The community agdéaand children are the main beneficiaries of
social projects in Lithuania, followed by projectghich benefit the youth and the disabled.
Activities providing education and information omv@onmental issues (for example, school
programs, community meetings, internal training,)edre not very popular in Lithuania. Recycling
programs are relatively widespread. According tthlanian respondents, the first and highest
barrier to CSR practices is of a government relatadire—the lack of appropriate regulation—
followed a mix of financial and government relatetriers, including: overall costs; lack of direct
impact on financial success; lack of visible resulbck of government involvement; apprehension
regarding government change of policy; excessiweigoon short-term gains; current government
policy; and lack of appropriate institutions. Evégly economic concerns are an obstacle to the due
consideration and implementation of CSR practidé® large majority of Lithuanian respondents
think that the Lithuanian government’s policies it encourage companies to invest in socially
responsible activities. A large majority of Lithuam companies believe that sharing information,
discussing, collaborating and negotiating with eliéint stakeholders would make their CSR

practices more relevant.



Specifics of SME’s

CSR activities in Lithuanian SME’s are less formaald are implemented more intuitive,
avoiding to standardize the CSR practice and topwtanto various codes and management
systems. They usually include:

* Environment protection: production of “green” pratk) gathering and alteration of waste;

* Employee welfare: employee empowerment and invodrérmto decision making process,
incentives for employee initiative, flexible worknie, additional insurance, safe and good
work conditions, other motivation incentives;

e Opportunities for LLL: training, qualification coses, business trips, seminars.

« Focus on clients: quality assurance of productssangces, customer satisfaction surveys;

» Cooperation with academic institutions: opportwstior students to practice;

« Participation in various social programmes, spcstspr etc.

According to the results of the research, carriedbhy EKT Group in 2007, nearly 50% of
SME'’s think they know what CSR is about, and ne&3%6 implement certain CSR activities for
more than 3 years. The initiative for certain C®Raam(s) came mostly from the strategic decisions
by the owner or CEO, or from clients. SME’s impleth€SR activities because they think it would
improve the company’s reputation, because of |lgyafitemployees and because of the perception
that it is one of the long term competitive advgeta Most of CSR areas are related with employee
care and customer care. More than half of SME’s iiddhthat their CSR activities are rather
accidental than planned, but the number of aatiwitmplemented at SME’s is increasing. For better
implementation of CSR many SME’s observed the laicknformation about CSR benefits to the
company. Managers do not know, how to implemenS& @hto their business, or they think that it
would be very costly. Usually SME’s do not inforimetsociety about their CSR program in any
special manner, some of them do this through miaidketnd sales activities, and 10% informs the
society through press releases. More than a haBME’'s would allocate surplus profits for the
growth opportunities for employees rather than pase a new property or renovate the existing
one. The most important reason for not taking a®R@ctivities for SME’s would be the lack of
resources. 75% of SME’s pointed out they lack mhvinformation about benefits upon CSR
initiatives. 50-60% of them asking more seminarsl &maining, cases of a good practice and
practical consultations, and recommendations howpbement effective CSR initiatives.



Web sites and institutions

The most relevant web sites and institutions atedi below:

1)

2)

3)

4)

5)

6)

www.undp.lt— the web site of United Nations Development Paogne in Lithuania. Since

1992, UNDRP is Lithuania's partner in the areas mfepty reduction, human rights, equal
opportunities, sustainable development, and othersooperation with national and

international partners.

www.globalcompact.lt the web site of National Network of Socially Ressible Business

in Lithuania. It is currently comprised of 55 compes and organisations, members of the
UN Global Compact Initiative. The Network was oidiky launched in April 2005 by a
Group of Initiative, which was formed during thesfi international conference on the
United Nations Global Compact and the Corporataabétesponsibility (CSR) concept in
November 2004. The mission of the Network is tonpote the development of responsible
business as a condition for sustainable developnreritithuania. The purpose of the
National Network is to exchange knowledge, expeeeand innovations, organize joint
learning forums, thereby improving business stiategnd implementing joint projects for
the benefit of society. The Network, operatingaapart of the United Nations Global
Compact Network, seeks to improve business straiétye companies, serve as discussion,
exchange and learning forum for responsible busaseand, together with United Nations,
Government, non-governmental sector develop saistito social and environmental
problems thus contributing to more inclusive depetent of economy. Companies and
organisations that believe in sustainable developnamd responsible business, respect
human and labour rights of employees, protect therenment, disagree with corruption,
take interest in the development of sustainablenless strategies and civil society, may
become members of the Network after officially jommthe UN Global Compact Initiative.
www.socmin.lt— the official web site of the Ministry of Soci@kecurity and Labour of the

Republic of Lithuania. There is information abolBFK the National program for CSR, the
rules for certification for being socially respduis, etc.

www.atsakingasverslas.# the web site of CSR as a part of the EC finarmegect, to

promote Corporate Social Responsibility among SkiHsthuania.

www.investorsforum.lt- the web site of one of the promoters of CSRithuania and the

member of Global Compact Network Lithuania.
www.am.lt — the official web site of the Ministry of Envirorent of the Republic of
Lithuania.



7) www.spaq.lt— the web site of the Social Policy Unit (SPU) wam-profit public institution
founded by the Ministry of Social Security and Lab@nd United Nations Development
Programme in Lithuania in 1996. Since 2005, the &Rlnders have transferred their rights
to the Lithuanian Labour Market Training Authorifjhe mission of the SPU is - to explore
what impact the social exclusion, unemployment paderty has on human development
and raise awareness of the society about the aatyesbf application of sustainable human
development approach to public policy which proradtee importance of putting people at
the centre of policy making and enlarging humania@®in inclusive knowledge society.
SPU carries out human development research indfus fof - social exclusion and multiply
deprivation (poverty, homelessness, long-term uheyngent); equal opportunities; life-
long learning; employability competence; civil satgi participatory community building
for regeneration of deprived areas.

8) www.ekoagros.lt- web site of the public enterprise “Ekoagros” ickhwas established in

1997, by The Ministry of Agriculture of the Republof Lithuania together with the
Ministry of Health of the Republic of Lithuania, dnwas being delegated to control and
certificate the ecological production accordingfe requirements of the rules of Ecological
agriculture. The works of ecological production Tohand certification are performed
according to the regulation of Europe Union Counaill the rules of ecological agriculture.

9) http://ec.europa.eu/enterprise/csr/campaigh/indekte - the web site of European
Commission, where a lot of useful information ab6®R, CSR projects across the Europe

Union member countries, various CSR toolkits aie, e

10)www.acceleratingcsr.ed the web site of the UNDP project “Acceleratin§RCpractices in
the new EU member states and candidate countriea ashicle for harmonization,

competitiveness and social cohesion in the EU”.

Conferences
1) Annual Conference on Corporate Social Respongibiliihe organisers: United Nations
Development Programme Office in Lithuania, assammajForum Investors®, The Global
Compact Network Lithuania, and the Ministry of SdcSecurity and Labour of the
Republic of Lithuania.
a. “Strategy of Social Responsibility: needs, oppotties, actions” (2007, Vilnius)
b. “Electrical energy now and future: corporate sociaand environmental

responsibility” (2008, Vilnius).



2) International Conference “Public policies on Corpde Social Responsibility in Eastern
and Central Europe;” 2008, Vilnius. The organisers: The Governmenthaf Republic of

Lithuania, according to the project of the UNDRainced by the European Commission.

Regulations
The legislative background for CSR developmentésdrder:
Government of the Republic of Lithuania, MinistdrSocial Security and Labour December 22,
2005 order No. Al1l-337“Endorsement of means that encourage Corporate Sadi
Responsibility in 2006-2008"(State News, 2006, No. 2-28).
In this document it is stated thae vision of CSR developmeamtithuania is:
« Competitive companies that change according carditin global economies;
» Safe, clean environment;
» Strong social cohesion;
» Transparent and ethical business practices.
Priority of country in CSR- encouraging enabling surrounding for the develemt of
corporate social responsibility while cooperatinghveconomic, social and international partners.
The goals and objectives in CSR development
e Stimulate better understanding of CSR and sociacousness in business sphere.
- Spread methodology about CSR for business;
- Organize consultations on CSR implementationsdrating of good case practices;
- Execute events that encourage implementati@®Si.
* Improve capabilities of companies and specialsisiplement CSR principles in business.
- Prepare educational programs for getting knogéeoh CSR;
- Organize research to evaluate CSR.
* Increase transparency, trust and effectiveness SR @ractices, methods and means and
improve legal base.
- Prepare means that encourage observation ofgt&fces, methods and means;

- Improve legal environment for development of Q8Riciples.

Purpose of théational program for CSR development in 2009-20is3to create friendly
environment for the development of corporate somabponsibility in Lithuania and encourage

companies to implement these principles in thefivéies. The Government of the Republic of



Lithuania with this program admits that sociallyspensible business corresponds with welfare
expectations of the society and is beneficial ier $ocial and economic development.
Reasons of existence of national program for CSRIdpment in 2009-2013:
e Logical continuation of the order No. A1-337;
* Research on CSR situation in Lithuania shows teatally means that stimulate CSR are used
fragmentary, separately one from another and ustladly solve various problems not related to
CSR. There is a lack of coordination and commuigoabetween institutions; there are no CSR

departments and employees. United administratid®SR has not been created yet.

Goals, tasks and targeted activities of NationdR@8velopment program for 2009-2013, are listed

in the table below.

Tasks Target activities

Goal no.1 — to create a prosperous juridical andiiutional environment for the development of

corporate social responsibility

1. Prepare modifications of laws that woyld Develop and improve laws on public
encourage development of CSR; purchasing, financial accountability and
2. Create administration of governmental investment; establish requirements on
institutions  that would secure thhe implementing and reporting on CSR
development of CSR and effective principles for state governed companies;
communication between institutions [ia Establish CSR coordinative departments;
encouraging CSR. increase competences of staff appointed to
deal with CSR matters.

Goal no.2 — encourage better understanding on CSRagll as social and environment

perception

1. Recognizing companies that are activg #n Improve the system of National awards for
CSR field on national level; responsible business;

2. Increase transparency and reliability |6f Create framework for CSR observation and
CSR activities; voluntary evaluation of influence of

0 integrated CSR tools;

—

3. Encourage civil society organizations
work in CSR field; « Encourage accountability of governmental

4. Encourage responsible consumption. institutions on responsible practices;

» Support for NGOs that represent interests of

consumers;




» Carry out informative campaigns.

Goal no.3 — increase competence in CSR field of pamies and other interested parties

1. Prepare methodical tools abqut Development and support for National
implementation of CSR principles aphd network of responsible business;
ensure spreading of them as well |as Publishing of printings on good case practices
sharing good case practices; in CSR, spreading information on internet;
2. Encourage formal and informal organizing seminars and  conferences;
education and research as well as gelf- trainings for CSR consultants;
education on CSR. « Support for scientific activities in CSR field;
preparation and implementation of CSR study

program, etc.

Results achieved by CSR activities in Lithuania 2082008
- National Network of Responsible Business in latha was launched in April 2008.is currently
comprised of 55 companies and organisations, mesmdiehe UN Global Compact Initiative.
- Methodical publications:
* A guide for CSR =Basics of development of CSR”, 2006;
* A guides for small and medium businesses on CSR:
o “Practices of responsible business”, 2007;
o “Corporate Social Responsibility for Small and Mewh Business”, 2008.
- Information about achievements in CSR is being wexkand uploaded on thwebsites of EC

http://ec.europa.eu/employment_social/soc-dial/camiw.csr-for-smes.euand many Lithuanian

websites.

- A committeefor CSR development and coordination was formed satagted its activities
(Ministry of Social Security and Labour).

- A thorough analysis dégal basewvas prepared with factors that encourage and ptéran CSR
(Ministry of Social Security and Labour).

- Trainings for representatives from business, NGOs, governmaheimistitutions and unions
organized; variousvents, seminarsational and internationabnferencesn CSR issues.

- Analysis of implementin@ study program on CS&nd possibilities of improving management
studies completed (Ministry of Social Security daradbour).

- Implementation of SA 8000 standgBlcompanies in Lithuania).

- Preparation o€SR reports.



- Elections for a National award of responsible ibess were organized.

Certifications

The National award of responsible business is aruaninitiative of the governmental
institutions of Lithuania that seeks to promote ihen of CSR, to increase the understanding of its
benefits to business, state and to each individarad, to encourage the implementation of CSR
principles into everyday business.

The National award of responsible business isat@tl by the Ministry of Social Security
and Labour of the Republic of Lithuania togethethwinited Nations Development Programme in
Lithuania. This initiative is supported by the GdblCompact Network Lithuania.

There are 3 nominations in award 2008 — Workpldcth® year, Partner of the year, and
Environment friend of the year — and the main na@tnon: CSR company of the year. Each of the
nominations has three categories: big Lithuaniampany, small and medium company, and
foreign company with a branch in Lithuania. The edgafor 2008 will be presented in February
20009.



PART 2: INDIVIDUAL INTERVIEWS

The list of participants

Name and the position
of the person
interviewed

Name of the
organization

Sector or activity of the
organization

Contact data

1. | Fortunatas Dirgincius,
marketing director

Lietuvos centrine
kredito unija

Lending, financial mediation

Savanoriu pr. 363-211
Kaunas;
+370 62095306

2. | Halia Zakarauskiene,
finance manager

JSC ,Eridanas*

Publishing house

Partizanu str. Kalinas;
+370 61743369

3. Kestutis Stanislovaitis,
manager

JSC ,Saugesta ir
partneriai*

Designing and installation of
security and fire systems,
video systems,
communications, computer
network, electrical and
illumination systems

Neries kr.16, Kaunas;
+370 68715855

4. Kestutis Urbonas,
manager

JSC ,Esperonus*

Creation and designing the

Kreves 104A, Kaunas;

business management systeins$370 69885345

(programming)

5. | Julija lloniene, V.llonio I.1. Furniture production and sale Aerodromo str.Gjrage;
owner, manager +370 68632050
6. | Renata Urban JSC NRD IT creation, maintenance, arjdGaiziunu str. 3, Kaunas;

director of commerce

computer literacy training

+370 68776032

7. Saulius Rutelionis,
director of commerce

JSC ,Drutsraigtis”

Wholesale and retail
maintenance elements a
instruments

pflonavos str. 254, Kaunas;
nad-370 69946098

8. Renatas Duda,
manager

JSC ,Melesta*

Wholesale and retail of ferra
metals

uAteities pl. 56, Kaunas;
+370 37 373442

9. | Rasa Skripkaite,
PR representative

JSC ,ARX Baltica“

Printing house

Veiveriu str. IB2Kaunas;
+370 69918686

10. | Loreta Matulionien,

marketing manager

JSC ,Blue Bridge*

IT decisions and services

J. Jsmstr. 16a, Vilnius;
+370 65699843

The place of interviews: at the organizations tistexcept of the interview with Julija

lloniene and Loreta Matulioniene which took platehe faculty of Economics and Management,

Marketing department. Duration: approx. 40 min.heaterview. The interviews were carried out

during approximately one month: from the 7th ofulay till the 2nd of February, 2009.

The summary of the results

The interviews started with the questi@o you consider yourself (your organization) as

socially responsible?Everyone unambiguously stated ,yes”. Everybody m@rs their companies

as being socially responsible. One respondent fipeédhat he thinks his company is socially

responsible in part, because it is somewhat subgecinswer, as no evaluation of social

responsibility has been made. Another respondestifsgd that socially responsible activities are



being performed intuitively, without declaring theas such. CSR activities in SME's mainly
display at the workplace. Companies seek to ensafie and healthy work places for employees,
with the slogan of top management ,to work withgslere and without pressure®. There is request
for learning and certificate one's knowledge inaatigular field. Usually the company pays all the
fees for training and certification. Mrs. Renatdbiie (JSC NRD, IT sector) explained in detail that
the company she works can be considered as SRjdeetae functions and positions are not being
allocated by gender or age, but according to thel lef competence. She also mentioned that CSR
activities are mostly seen as connected with aeaif wellness for employees and customers, but
not with some actions in the society or environméidcording to Mrs.Urbone, there might be
some reasons for that: 1) business sector spec#jckig orientation to profit. There were some
projects associated with social issues, but thesew®t a priority of the company. Also, many
SMEs welcome young people‘'s need for practicallskdnd provide the opportunities for
practicing, but still it is rather because of theerests of the company itself (usually the safary
student is very small, or they do work without lgepaid at all) than because of social concern.

The answers to the questiarhat are the most pressing problems your company/SHI
faces right now, were mostly concentrated to the present situatibreamnomical crisis in
Lithuania. The market stagnancy was the most sagmt problem for every respondent. The
following problems connected with this situationrevenentioned: struggle for retention of market
share, financial problems (lack of current assatk lof sound clients, and overdue payment for
services), profit and income decrease, etc. Thesggms were being followed by others: necessity
for cutting the number of employees, reductionllafcation for employee motivation and reduction
of employees’ salary for about 20 percent, optitnra of work costs and suspension of
investments. The economical crisis influenced ttlations between interviewed companies and
their partners, customers and employees. Anothablgm identified was the sudden change of
legislation, uncertainty about how to implement thew rules and the resulting need for
reorganization of company's performance.

The questionWhat are your company‘'s main resources? What are yo main
strengths, attained the following results: 8 of 10 respondehisk that the main strength of their
companies is the qualified, responsible, flexildg/al and reliable employees. It's interesting to
note, that only one respondent mentioned that thm strength of the company is the competent
management. More than a half of respondents higteldystrong reputation of company. Half of the
respondents believe that their product or/and telclyy is unique and this makes them strong and
exceptional. One third stressed the long and bjgee&nce in the market. Some thought that their

universality and ability of making various prodwets in their specific field was their power; some



mentioned strong relations in the region, orientatio the community needs, liberal management,
relationship with their customers, and open viewntwvations, good organizational culture and the
readiness of the employees to raise their compesenc

The next question was aboutow the company's strengths affect its different
stakeholders?The answers revealed that the competent perstiases big influence on making
decision about joining the company's collective,,ithe company has a good reputation among
potential employees and among potential custon@asequently, the leak of employees is lesser
and the image of the company in the community agion as well as in the company itself
becomes better. Some respondents answered irgntball because of their strengths, they still
have orders from their clients even at the predéficult situation in the market. One respondent
was more pessimistic saying that it's impossiblanswer this question, because of the economical
crisis, a factor of uncertainty, instability andg@turity exists in every group of the stakeholders.

Is there an explicit strategy for dealing with theabove mentioned impact on others?
Two companies (both from IT sector — NRD and Bluad@) have an explicit strategy about
dealing with employee competence and training gra of implemented Quality Management
System according to ISO standards. It is also #s® avith the company from the finance sector
(Central credit union of Lithuania) — it has a s#gac plan for a period of 5 years, which was built
on the SWOT analysis. Other respondents said begt have no explicit strategies, because the
companies are small, and the strategies regardmgogees, customers, community or other are
unconsciously incorporated into the general styatefycompany's performance. The owner of
V.llonio company, Mrs.Julija lloniene said: ,ourmpany is micro company with 10 employees,
most of which are the family members, so the ggsate not explicit and not written or somehow
documented, but the guidelines and directions ofopmance are well known and the strategy is
being formulated implicitly, according to the chasgn the market”. Still most of the respondents
mentioned that they have policies for employeening, which are usually oriented to the
acknowledgment with new technologies or new knogdée@dnd competences specific to work.
Trainings involve the inner learning at the worlag¢ and outside seminars and consultations.
There were two respondents who said that compasynbastrategy in the field discussed at all.
Mr.Renatas Duda (manager of JSC Melesta — wholesaleetail of ferrous metals) said that: ,the
company has its vision how to survive during thisisrand no other policies are matter at this
moment“. Such policies as community involvementqgols not being considered at all, because,
according to Mrs. Urbone, only actors that feel theect company's influence — employees,

shareholders, clients and suppliers - are imponadécision making.



Are there policies to deal with special staff group like workers with family, senior
employees, employees with special needé/ll, the majority of respondents stated that thaye
no such policies. Some even said that they havgproial staff groups and so there is no need for
such policies. Four respondents said, that desipéefact they have no policies for dealing with
special staff groups, there is unwritten orientatio simple humanity in every aspect of work and
life. Mr. Duda mentioned that management has tlfi@nmation about such employees (there are
about 30-35 percent of senior employees and didgddeple at the company) and tries to help them
according to possibilities. The company supportplegees with a big families (3 children and
more), in a manner of some financial incentivese Tritterviews revealed that most of SMEs make
conditions for employees to work at flexible tim@&awhen there is such a need (for example, to
solve important personal problems, opportunities studying during the exam session, special
timetable for pregnant women, one day off when i#dadn a family born, etc.), also there is a
tradition to congratulate employees on birthdaysgaing or other important occasions, to organize
Christmas party for employees and their kids, tarege some sort of leisure trips at least once a
year (usually in summer time).

What is the situation of training? Are you able toattract enough qualified staff and/or
candidates for training? Almost all respondents (excluding only one) ansddteat employee
trainings are necessary and they are being orghmigleer continuously or when a special need
arise (for example, changes of taxes — need foinsenfor accountants). Companies provide the
possibilities for employees to participate at intrtraining courses as well as external seminars.
The training involves the acknowledgment with nexehinologies, raise of qualification at the
specific profession field, re-skilling, etc. Alespondents think that their companies are able to
attract the qualified staff. Only one company, apieg in Taurage (the province town of Lithuania)
has difficulties with attracting the qualified dtabut not because of the attractiveness of the
company, but because of the lack of potential eygae in town (there is a problem of work force
in province towns in Lithuania). Only one compangntioned that it has a special budget for
employee training each year (JSC NRD). It also daBarticipation in the programme ,Human
resource development at enterprises”, funded bygautUnion Fund. So, the employees have
continuous internal trainings and external courddwe company Blue Bridge has its ,internal
academy” and from time to time invites the lectufiesn outside, so the need for learning and
training is fulfilled. Every respondent acknowledgihe need for and importance of employee
training. However, some commented that at the méomehen many companies face some

financial problems, the allocation to qualificatiisralso restricted.



Finally, we ask our respondents to rate the impagaf such CSR activities that they know
or perform, and the urgency of their implementatidwo tables and the matrix are presented
below.

On a scale of 1 (not important) to 5 (very importat), how important do you think activities in

the areas discussed are?

Activity Importance*

1 2 3 4 5
Employee training 2 2 3
Socially responsible marketing 1 2 2
Safe, healthy and convenient workplaces 1 1 3
Harmonization of interests within organization 1
Involvement into social problem solving 1
Use of ecological stock 1
Government support for publishing industry 1
Equal work opportunities 1 3
Philanthropy and relations with the community 2 2 2 2
Encouragement of young people to do business, 1 1 3
opportunities for practice
11 Responsible use of resources 2 1 1
12 Environment protection 1 1 1 1
13 Punctual payment 2 1 4
14 Regard to needs of special groups 2 2 1

'SOOO\IOmwaH

* - the numbers in the table represents the numbesroésponding answers from respondents.

On a scale of 1 (not important) to 5 (very importat), how pressing do you think is the need

for activities in these fields?

Activity Urgency*

Employee training 2 5

Socially responsible marketing 1 1 2 1
Safe, healthy and convenient workplaces 1 2 2
Harmonization of interests within organization 1
Involvement into social problem solving 1

Use of ecological stock 1

Government support for publishing industry 1
Equal work opportunities 3 1
Philanthropy and relations with the community 2 4 2

Encouragement of young people to do business, 2 1 1 1
opportunities for practice

11 Responsible use of resources 3 1
12 Environment protection 1 2 1

13 Punctual payment 1 4

14 Regard to needs of special groups 2 1 2

'SOOO\IOmwaH

* - the numbers in the table represents the numbesroésponding answers from respondents.



The matrix of importance and urgency of listed actiities

Use of Government
ecological support for
stock publishing
industry
Regard to Healthy & Employee Equal work
needs of convenient training ; opportunities;
special workplaces;
groups; Socially Punctual
Encouragement| responsible payment;
@ of young marketing;
c people; Harmonization
I . )
= Responsible of interests
S use of within
E resources; organization
Philanthropy | Environment
and relations | protection;
with the
community;
2 3 4 5
uUrgency

Note: the activities that are no bold were mentioned amge and are specific to company, while the otherse

mentioned repeatedly.

Well, when at the end of the interview we askedrespondent$Vould they be interested

to get involved in cooperative effortshalf of them gave the answer ,no". Some explairey tdo

not see any problem in the field, others said t@hpany can manage to deal with its own

problems by itself. Two of the respondents wereutmsMr. Dirgincius (marketing manager of

central credit union) said that the answer woulgobssible only if the CEO would understand the

concept of CSR and its benefits for long-term pectpe. Three of the respondents would be

interested in taking participation in this projeespecially if there would be a substantial berfefit

employees and the company.
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HOW IS CORPORATE SOCIAL RESPONSIBILITY DEFINED?

Corporate Social Responsibility (or CSR) is a complex-sounding term for what is in
fact a relatively simple idea. In fact CSR might be considered as an appropriate tool to
improve community responsibility and availability of the locally operating Multinational
Corporations and for all large, medium-sized and small enterprises with public or private
capital.

Corporate Social Responsibility (CSR) is “a concept whereby companies integrate
social and environmental concerns in their business operations and in their interaction
with their stakeholders on a voluntary basis”. This definition has a number of important
implications.

Firstly, the fact that CSR is the integration of social and environmental concerns within
business operations means that CSR is not just philanthropy. The emphasis is on how
enterprises do their daily work: how they treat their employees, how they produce
goods, how they market them, and so on. CSR is not so much about what enterprises
do with their profit, but how they make that profit.

Secondly, interaction with stakeholders is a crucial aspect of CSR. Effective CSR
requires dialogue and partnership with stakeholders such as trade unions, public
authorities, nongovernmental organisations, and business representative organisations.

Thirdly, by describing CSR as voluntary, this definition implies that CSR relates to what
enterprises can do in the social and environmental fields over and above what they are
required to do by law. This aspect of the definition works well within the European Union
and in other contexts where the rule of law generally applies. In some countries,
however, CSR can in the first place be a question of getting enterprises to comply with
their legal obligations.

CSR is a very wide-ranging concept, which is one reason why measuring its uptake and
impact presents complex methodological problems. It is often divided into four main
areas: workplace, market-place, environment and community.

e Workplace CSR refers to how a company treats its employees. It includes issues
such as recruitment, work-force diversity, pay and working conditions, health and
safety, and recognition of trade unions. It can also refer to human rights issues.

e Marketplace CSR covers the ways in which a company operates in relation to its
suppliers, customers and competitors. It covers issues such as responsible
advertising and marketing, dealing with customer complaints, anti-corruption
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measures and ethical practice, and imposing social and environmental
requirements on suppliers.

e Environment-related CSR describes the measures a company can take to
mitigate its negative impact on the environment, for example energy efficiency
measures or less use of pollutants. It can also refer to goods and services that
actively help to improve the environment.

e Community-related CSR refers to the relations between the company and the
citizens and communities that may be affected by its operations. It includes
issues such as human rights, dialogue and partnership with potentially affected
communities, and active contribution to community well-being, for instance
through employee volunteering schemes.

CORPORATE SOCIAL RESPONSIBILITY IN ROMANIA — GENERAL SITUATION

CSR is a concept more and more present in Romania but imposed basically as a
fashion than as a result of awareness of its need. The main drivers in this process are
multinational companies transferring their corporate culture to a local level like in other
European Countries.

CSR is about what business can do, it's about opportunities and not about obligations
and rules. Through CSR a company can add value to his own business by taking a look
at some of the social and environmental aspects of his operations.

Many large and multinational companies have implemented CSR and they have
developed ethic standards concerning relations between partners, stakeholders and
also behavioural requirements for their employees. Most of them have these
requirements in written and the interested parties have access to them. But, if the large
companies might have written CSR policies, most of the smaller companies still aim for
a bottom up approach based on the unique characteristics of the SME. In Romania,
many of the SME are driving some CSR activities but not all of them are aware of this.
In a social and economic framework, CSR is still developing and, for now, is valued in
Romania more for commercial reasons than ethical ones.

CSR is not a grounded area in Romania but, starting with 2006, a series of CSR
Conferences had been initiated for Romanian stakeholders, including the public and
private sectors, civil society and the mass media.

Romanian companies that give a high importance to sustainable development tend, at
least for the moment, to be multinational companies, implementing demands and
policies established at their head offices. Additionally, frequently encountered
programmes are those for social assistance, support for humanitarian foundations and
donations or assistance for educational and research programmes.
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Community projects involvement is also starting in our country but the social
responsibility programmes are not well covered in the media, given the low level of
public awareness on the CSR framework.

WHAT DOES CSR MEAN FOR THE ROMANIAN SME’S?

Corporate Social Responsibility is a hot item in the business world and undoubtedly
one of the challenges for the future. Yet for many SMEs it is still a relatively unknown
subject.

For many SMEs social responsibility is often seen as something costly, connected
with environment matters and/or donations and sponsorships, and these activities are
seen as more suitable for bigger companies.

Most of the Romanian SMEs are struggling (and they blame most of this situation to the
legal framework instability) and they consider that they cannot afford to get involved in
CSR activities. In the same time, they are not aware that they are actually implementing
some elements of CSR in their everyday practice.

CSR as practiced in most of the Romanian SME’s is usually less formal and more
intuitive than in large companies. It is often closely tied to the personal and ethical
values of the SME owner/manager.

In any case, SMEs are less likely to make a conscious analysis of the costs and
benefits of following a more socially and environmentally responsible course of action
than larger enterprises.

The Romanian challenge is in enhancing local SMEs understanding of the social
responsibility framework, mainly that this is not only an image building instrument, but
an essential element of their success on the long term, being directly related to the
social and environmental performances of the community.

Most of the Romanian SMEs problems that impede on implementing CSR activities
range between these:

» Lack of time, money or human resources

» Limited vision on the long terms benefits for the company

» Internal bureaucracy

» Lack of, or limited consideration for environmental issues, aside from legal

constraints
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METHODOLOGY DESCRIPTION

During January-February 2009 Fiatest invited SMEs representatives in a focus group
discussion on CSR.

Project promotion and contacting the SMEs representatives / consultants /
stakeholders, was staged like this:

- Contacting by mail and phone

- Presenting them the project in Fiatest courses (and offering them the possibility
to subscribe for this project, meaning to qualify for consultancy in implementing
CSR in their companies or gain access to the advisory board in this project)

- Contacting the main actors of the Romanian industry, by contacting UGIR 19083 -
The General Confederation Of The Romanian Industrial Employers — and
initiating discussions regarding the project. They manifested their intention to be
involved in this project and be a part of the Advisory Board. Through UGIR 1903
we had access to their database of affiliated organizations and we contacted
these companies.

- Contacting NGOs sponsored by various SMEs

- lLaunch invitation for our focus group event within business networks (e.g.
www.xing.com, a global networking for professionals Web site)

Although the SMEs contacted (about 250 organizations) manifested their interest in the
project, few of them have expressed their willingness to participate in the focus group.
Finally, we were able to organize individual interviews with 8 SME representatives
which responded to our invitation. These were structured interviews, based on a
questionnaire developed by FiaTest.

The questionnaire is structured on 12 operational dimensions, dimensions which
identify these aspects:

1. general level of knowledge regarding CSR within SME's

2. problems in implementing CSR

presence of policies and actions with integrated CSR activities (eg. sustainable
development)

4. reasons for developing CSR activities

5. person/s responsible for CSR activities

6. the degree of involvement for employees in CSR activities

7. training activities as a component of CSR in SMEs
8
9.
1

w

. future/proposed CSR actions
benefits from the CSR actions developed by the company
0.detailing the relationships between the SME and the local community
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11.identifying the necessity for a CSR implementing methodology

The instrument used included both open and closed questions. The methodology used
was the structured interview, (face to face between the project expert and the SME's
representative).

Respondents were in a form or another responsible with the development and
implementation of policies - general managers, quality managers and / or responsible
with CSR projects

We encountered difficulties in trying to convince companies to participate in our
research, mostly because CSR is a notion less known about in Romania (although
many SMEs are driving some form of CSR activities, few manage to define clearly, or
even identify their activities as CSR actions).

Another impediment that became apparent in discussions with SMEs representatives
was the worldwide financial crisis. Many SMEs are now trying to focus their existing
resources on “rescue” actions for their companies, involvement in a CSR project being
not a priority for them, at least for the moment.

To overcome some of these difficulties, we contacted first companies that we had
previous business relationships before. We also simplified the structure of the
questionnaire, to be able to cover all types of CSR activities in Romanian companies.

Dimension 1. General level of knowledge regarding CSR within SME's

The main idea resulted from our interviews is that even if SME’s are involved in CSR
activities, their motives are not the same as in larger companies.

Some testimonials concerning this dimension:
At the question “How do you define Social Responsibility 7’
e The contribution that businesses should have to developing modern society

e |Involving businesses in developing a good relationship with employees and
solving community and environment problem/needs (by implementing
educational, cultural, environmental programs etc

e CSR means multiple activities developed by businesses to improve the general
status of the community we are living within

e CSR = involving the business in activities like: environment protection, education
and informing people, aid for disadvantaged persons

e CSR means involving businesses in local community’s life, to offer solutions to
it’s problems. “In life, you have also to throw the ball, not only to stay to catch it
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e I'm not an expert but | know that we are involved at group level in community
support actions. We implemented ISO 14000 and OHSAS 18001 (waste
management and personnel training)

At the question “Could you please tell us your point of view regarding the importance of
Social Responsibility actions? results obtained”

e Abiding the laws in the field and also involving the community in businesses’
sector

e They (CSR activities) have an important role in rising the quality of life and in the
environment

e Social responsibility is a thing that not every business can afford. Like any other
activity, CSR needs a budget.

e | think it is important that every business should have CSR initiatives because
this way it can show it’'s employees it’s not interested only in profits.

e | think CSR it's not well developed nationally but | think it's very important for this
concept to be better promoted and illustrated in mass-media, so we can change
the general perception in SMEs an involve ourselves in this kind of activities

e We wanted ourselves to develop CSR activities in our company but unfortunately
the economic environment is against us at the moment

At the question “Describe in maximum 5 lines the CSR activities of your company and
the related impact, results obtained”

e The general purpose of the workshops in our company is to offer useful
information to manufacturers, to inspire the openness and will to collaborate in
the creation team (copyrighter-producer-editor) and also to increase opportunities
for talented professionals in Romania.

e Donation towards asylums and orphanages, because these days there is an
increased need for this people; | think our actions impact for them was a positive
one and they felt that the community involves in helping them.

e We planted trees in a certain area of Bucharest. By our employees volunteer
ship, we got both a real team building effect and their feeling of affiliation to a
“‘company that cares”, and also we got sympathy from our clients

e With our symposiums for students we try to help them in gaining access to the
job market. They can also do stages of apprenticeship in our company.

e Selective collecting of waste (paper, cardboards)

e Training employees in common behaviour norms
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e We developed a training program for young students in their last year of study on
these issues: presentation skills, public speaking, developing business plans and
also workshops to help them interact with the local organizations representatives

e At group level we can talk of some actions but we don’t have specific directions
and activities on CSR. We abide to the law regarding the environment and what
Environmental management system imposes in managing waste from the
process and recycling.

As a result of interviews conducted with representatives of SMEs we identified CSR
activities in these fields:

e the employee policies (company values),

e collective labour contracts,

e health and safety,

e training and development for employees and interested parties,

e appraisal systems

e environmental policy and practices (but the main reason is imposed by the
compliance with the national legislation and regulations not necessarily because
they see that as a CSR activity)

e maintaining ethical purchasing procedures

e charity programs

In conclusion, many SMEs are actually engaged in CSR activities but most of them
were not able to label their activities in the field as “CSR”, mainly because in Romania
there is a general lack of knowledge regarding CSR. For many other SME’s this is a
totally unknown subject.

In Romania, large companies tend to see CSR in terms of risk to their brand imagine
and reputation but for SMEs this issue is far more likely to be targeted towards
employees, developing CSR activities in order to motivate employees or as retention
measure (mainly through trainings and other human resources activities). Most other
SMEs are only motivated to adopt CSR measures because of the legislation regulating
their activity.

Some SMEs use students in their activity, in an organised manner, building in them
basic business skills and ensuring a permanent job for some of them at the end of their
training programme. Other ones involve in their activities persons with disabilities or
post-institutionalized young people.
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Dimension 2. Problems in implementing CSR

At the question: What were the challenges that your company confronted while
implementing the CSR activities? Results obtained:

The challenges in implementing CSR

O Durable partnership with
NGO to develop CSR
activities

B Employees Involvementin
CSR activities

O Community involvementin
CSR activities

O0Organizing CSR activities

B Absence ofknowledge in
this field

Conclusion: From the chart above the indicator with the highest percentage regarding
the challenges that the company confronted regarding the CSR activities is represented
by the lack of knowledge and information - 56%.

Dimension 3. Presence of policies and actions with integrated CSR activities (eg.
sustainable development)

At the question: Does your company has policies to deal with special staff groups like
workers with family, senior employees, employees with special needs? results obtained
are:

e “Although there are no written policies, our company offer some form of support
to employees in need”

e “No - but the organisation has real action in this direction”
¢ “No - but the company offers certain bonuses/presents at employee’s birthdays”

All the SMEs interviewed mentioned that their CSR actions are not included in the
company policies.
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Dimension 4. Reasons for developing CSR activities

At the question: What are the reasons that determine a company to develop CSR
actions/activities? results obtained:

CRS development Reason
5
4
4
3 3
3
2
1
O T T
Image Promotion  Crganisational Legislation
Management

Conclusion: The most important reason for developing CSR seems to be management’s
will (4 responses). In the same time the respondents agreed that brand image and
compliance with legislation are also motivating them in doing CSR activities.

Dimension 5. Person/s responsible for CSR activities

At the question: Who is responsible for developing and coordinating the CSR activities
in your company? results obtained:

Responsible for CRS

46%

oM arketing
Department

B Human Resources
Department

OGeneral Manager

0O Cther department
(Fublic Affair)




2

* — ’-_—/ - 9.
**** Education and Culture DG QSOCIALSME

Lifelong Learning Programme

Conclusion: According to our respondents, general manager is the most important
decision maker in CSR activities and many times he/she is directly involved in them.
Other departments involved in CSR activities are: HR, Marketing, Public affairs or public
relations department.

Dimension 6. The degree of involvement for employees in CSR activities

At the question: How does your company involve employees in CSR activities? results
obtained:

Ol~fermration end

BTranincs, wokshoas

|
I
/

o, A O\
_ \ O%oiunta~ azfions “or
—_— =3 ct
—— =

B Others

Conclusion. 50% of respondents consider that their employees were involved in CSR
actions and they took part in those activities through internal communication sessions or
similar actions.

Dimension 7. Training activities as a component of CSR in SMEs

At question: In what field could you include the CSR activities of your company? Results
obtained are:

CRS Fields

BEnvironment

BSocial

OEducation




Education and Culture DG

{Q’SOCIALSME

Lifelong Learning Programme

Conclusion: 50% of respondents consider that their employees were involved within the
CSR actions taking part in training programs or workshops paid by the company — they
consider that helping their employees to develop new soft skills or reshape there
behaviour is a CSR action.

Dimension 8. Future/proposed CSR actions

Most of the SMEs mentioned that they would continue the previous CSR
activities/actions. Also the correspondents considered that a CSR annual Report would
not be a priority for them.

At the question: What are the CSR activities that your company plans for this year?
results obtained:

“So far, we haven’'t made any plans for 2009”

“Our goal is to continue our sponsorship program to foster homes and asylum, to
maintain our activities in environment protection area and also to assure the
financial resources needed to improve our work environment.”

“Information campaigns towards CSR (promoting blood donations, reduce energy
and paper consumption)”

“Cutting down our costs by reducing the consumption of energy, recycling of
waste”

“Promoting our values to our employees, training for young students”

“Information campaign for young people referring to CSR, including recycling,
keeping a clean environment, reducing the consumption of energy”

“To capitalize on possible recycling waste”

At the question: Do you consider to be an advantage to draw up CSR report? And if it is
what is this? results obtained:

“l don’t think it is necessary to do an annual sustainability report”

“We don’t have a sustainability report, but we include these information in our
quarterly Newsletter”

“Because we don’t have a long term CSR program and/or CSR activities are not
included in the responsibilities of a department, | don’t think we should do a
sustainability report”
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e “We haven’t done a sustainability report because we didn't know that if we
observed the law this meant that we actually did CSR actions. But for the future
we are planning to develop a sustainability report, along with a CSR program”.

Dimension 9. Benefits from the CSR actions developed by the company

At question: How does your company use the durable development of services and
products to obtain advantages on the market competition? results are:

Company advantagesthrough CSR

aRecyLling

4%

BEqery consumption
deplztion

aralluticn preventior

OETplovees direct
invavement in CSR
activities

B Cthers

Conclusion: Being asked about the biggest advantage which could make the difference
between their own SME and others, the responses were quite different. Nevertheless,
36% of respondents consider the awareness of their employees concerning the SMEs’
CSR activities as an advantage. 29% of respondents consider their recycling activities
as a very important advantage.

Also, from the interviewed responses of the SMEs representatives, we identified that
they don’t know all the benefits of the CSR and they don’t seem to have a global view
concerning this subject.

However, SMEs have developed and implemented most of their actions without being
aware that in fact they are doing CSR and they are already using the CSR.

At question: What CSR actions determine the employees of your company to think that
they work in a responsible organisation? results obtained:

e “Motivating salary package and appropriate work environment (industrial
equipments, PPE, health and safety work conditions)”
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“Although | think that all the almost CSR actions were known by the employees,
the planting trees action had the biggest impact on them”

“Waste Recycling”

“Direct employee’s involvement in Training Career Programme for young
students participate in the workshops as a link between economic and academic
environment. Most of the employees were gladly involved in this actions.”

“Our employees aren’t aware of the fact that we do CSR because they don'’t
know much about what CSR means.”

At the question: What are the benefits of developing of the CSR activities in your
company? results obtained:

“Promoting the image of the company. Increasing the number of loyal customers
and reducing the administrative costs.”

Motivating our employees, increasing our credibility among customers but also
internally among our employees.

“Identification of possible employees among young students who participate in
these actions.”

“Increasing the involvement of our employees.”

Complying with the European legislation (UE), training of employees on the
occupational health and safety protocol and on the financial benefits from waste
recycling.

Dimensions10. The relationships between the SME and the local community

At the question: What are the most pressing problems for your company regarding the
community? Results obtained:

Problems identified
BEnvironment pollution

BEmployees with the
special needs

OEnergetic system
efficiency

OPFractical expenience of
young people in
professional areas

B Others
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Conclusion: From the pie chart above result that the majority (42%) of respondents
consider that the environment pollution is the biggest problem of our society.

Also, to this dimension the respondents consider that the relationship between SMEs
and community is a good one due to the field of work of each SME, the companies
consider that they contribute to the integration within community because they put their
products and services at community’s service.

Being asked to detail in maximum 3 lines, what is the impact of your company within
community, the respondents mentioned the following aspects:

e Through our specific activity (rehabilitation of tramways sand others) we
contribute to development of infrastructure conveyance for community service.

e “We contribute to the development of the real estate field by supplying civil
engineering materials”

e “Supplying and distributing healthy and qualitative foodstuffs”

e “Consulting population/customers about using the new technologies”

Dimension 11. Identifying the necessity for a CSR implementing methodology

Generally, the respondents consider that it is necessarily to have a methodology for
CSR activities, for a better view of this field.

At the question: Do you consider that a methodology to develop CSR actions is
needed? results obtained:

e “ A methodology of CSR activities must be developed”

e “We want to have a CSR strategy implemented, because in this way we could
have registered proofs for our CSR actions. Participating in certain auctions
requires from participants to have implemented SA 8000 — Social Accountability.”

e “Yes, a methodology would be useful as we haven’t had a CSR methodology so
far.

e “l don’t know what a CSR methodology contains.”
e ‘| believe that a methodology would help us to evaluate our results better.”

e “We didn't need a methodology because we didn’t know that we were doing
CSR.
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RESEARCH TOOL: QUESTIONNAIRE

Through this questionnaire we intend to identify relevant information regarding

the CSR activities initiated by the SME’s representatives. The purpose of this study will
be accomplished only if you provide detailed answers to the questions related with your
company’s experience.

—t

N

Thank you!

. How do you define Social Responsibility?

Could you please tell us your point of view regarding the importance of Social
Responsibility actions?

In what field could you include the CSR activities of your company?
a. environment (recycling , energy, collecting waste, trees planting,
pollution)
b. social ( costumer protection, safety, sponsorship, employees)
c. education (workshops, information, trainings)
Describe in maximum 5 lines the CSR activities of your company and the related
impact and results obtained.

What were the challenges that your company confronted while implementing the
CSR activities?

a. Durable partnership with NGO to develop CSR activities

b. Employees Involvement in CSR activities

c. Community involvement in CSR activities

d. Organising CSR actions

e. Absence of knowledge in this field
What are the reasons that determine a company to develop CSR
actions/activities?

a. Image Promotion

b. Organisational Management

c. Legislation
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7. Who is responsible for developing and coordinating the CSR activities in your
company?
a. Marketing Department
b. Human Resources Department
c. General Manager
d. Other department.........
8. What CSR actions determine the employees of your company to think that they
work in a responsible organisation?

9. How does your company involve employees in CSR activities?
a. Information and counselling
b. Trainings, workshops
c. Voluntary actions for community after work hours
d. CSR training
L= T o) 1 = € TP
10. Does your company has policies to deal with special staff groups like workers
with family, senior employees, employees with special needs? Please detail.
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15. What are the main sources of information on CSR? Have you participated to
training, information sessions /conferences/ discussions regarding CSR?

16. How does your company use regarding the durable development of services and
products to obtain advantages on the market competition ?
a. Recycling
b. Energy consumption depletion
c. Pollution prevention
d. Employees direct involvement in CSR activities
L= T o) 1 = € T
17.What are the most pressing problems for your company regarding the
community?
Environment pollution
Employees with special needs
Efficiency of energetic system
Practical experience of young people in professional areas
L= T o) 1 = < T
18. Please detail in maximum 3 lines, what is the impact of your company within
community ?

oo ow

19.0n a scale of 1 (not important) to 5 (very important): how important do you think
activities in the area discussed are?

20.0n a scale of 1 (not important) to 5 (very important): how pressing do you think is
the need for activities in these fields?
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FINAL CONCLUSIONS

In this moment the SMEs are struggling to survive due to the financial problems,
increased competition and difficult economic situation.

The main idea is that Corporate Social Responsibility is not a well known concept. It is
needed to raise awareness and improve knowledge on CSR in SMEs.

We may considered that most of the SME have implemented CSR but, not all of them
are aware of this.

The CSR concept is difficult to be identify. The interviews with the SMEs
representatives show that many enterprises don’t seem to act on the basis of a clear
concept or vision and the support of an expert is needed: to make an assessment of
their activities and/or to shape a strategy.

Finding good practices in SMEs is one thing, convincing them to participate in a project
is another thing.

Specific articles from the Internet, journals and public reports:

www.responsabilitatesociala.ro

- Www.ec.europa.eu

- www.csr08.ro

- http://ec.europa.eu/enterprise/csr

- National Report regarding CSR in SMEs
- CRS Guide Romania

- The Green Paper

20
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Focus group discussion
11th of February, 2009.
Riga, Kalku street 1, room 407
Time: 16.00-20.00

Participants:

Potential Members of advisory committee: Janis @galso Kaspars Savickis, Maris
Millers are potential candidates for advisory contee)

SME managers: Andis Sarkans, Janis Brecs, Zigmaitss G

Workers representatives: Janis Cernajs, Guna Cji@mle

Potential consultants /facilitators: Kaspars Sasicklaris Millers

Representatives from university with experienc8ME, company management:
Modris Ozolins, Inga Lapina, Natalja Lace

Coordinator: Elina Gaile-Sarkane

During the focus group following questions werecdssed:

What are most pressing problems your company/SMesfaght now?

What are main resources of SME’s?

How these resources affect SME’s stakeholders?

How the SME deal with impact of competitors andalsvin the market? How

it deals with external factors of impact (sociaVieonment, policy, politics

etc.)?

5. Are there any special policies to deal with spesifaff groups (like workers
with family, senor employees, employees with sgewads etc.)?

6. What is situation of training? Does SME’s attragalified specialists for

training (improvement of skills and knowledge)?

How important discussed activities are for SMESgale form 1 to 5)?

How pressing needs for these (discussed) activiti&ME's are (in scale

from 1 to 5)?

9. Would you be interested to be involved in corposgdterts in the fields

discussed?

PowpbdPE

© N

What are most pressing problems your company/SME faes right now?

This question is very topical for today’s situatidt it was interpreted in wrong way.
The focus group members agreed that Latvian emsegcannot pay a lot of attention
to corporate and social values in companies bec#useunemployment rate is
growing by 1-2% a month (since November 2008), saévenues are decreasing,
export of Latvian goods is stagnating, number ohiral acts is rising and currently



Latvians are desperate. Companies in Latvia ar&irgoforward for surviving
activities. In spite of critical situation the spiof the focus group was positive and we
managed to discuss the questions what are impdaatite project. At the same time,
all participants pointed out that this discussicsuld have been more appropriate on
October 2008.

Due to economical and political situation in Lattiee most pressing problem in all
companies, but especially in SME'’s is to keep inedlow and widen customer base.

Among today’'s SME'’s problems were mentioned:
- Lack of governmental support (tax policy, exporgobds etc.);
- Small market, slow development of the market;
- Non-qualified or low qualified management;
- Lack of well trained acknowledge people;
- Lack of financial support, investments, problemgetting funds, poor cash
flow;
- Organizational/managerial capacity limits;
- Needs to improve the methodology of services prexid
- Scarcity of good part time workers, assistants etc.

What are main resources of SME's?

Janis Caune emphasized that we have to think abaiuat resources through the
creation of competitive advantage of a company.
Representatives form consulting industry (Marislétg and Kaspars Savickis)
stressed the value of well trained employees.
Andis Sarkans mentioned that for those companiesamh manufacturers is very
important to employ newest technologies.
After discussion the participants of focus groupead to group main resources of
SME'’s in 5 categories:
1. Employees
a. Well trained
b. Loyal
c. Innovative
d. Specialists in different fields (according to irgsts of a
company)
e. With higher or adequate education
f. Regular improvements of qualification
2. Financial resources
a. Access to resources
b. Investments
c. Stability of financial flow
3. Technology
a. Newest technologies
b. Know-how
c. Unique competitive advantages
4. Reputation in the market
Brand popularity
Recognition of the brand in the market
Social responsibility
Ecological orientation

apop



5. Strategic orientation
a. Qualification of management
b. Process management
c. Specific management tools or methods for evaluaifan
company strategy
d. Knowledge of employees about strategic goals amapany

How these resources affect SME’s stakeholders?

For discussion the Harrison’s, Brinkerhoff & Gold#mtheory was taken as

basis. This theory presents definitions and comp@ne@hat can help to conceptualize
the organization as a system:

Inputs: (resources): the raw materials, money, lgeapformation, and
knowledge that an organization obtains from itsiemment and that can
contribute to the creation of its outputs.

Outputs: products, services, programs, and idedsatle the outcomes of
organizational action. Organizations transfeirtinajor outputs to the
environment, and use others internally.

Technology: methods and processes (mental, physieshanical) for
transforming resources into outputs.

Environment: comprised of the task environmentddl organizations and
conditions that affect an organization's main op@na and technologies; such
as clients, competitors, markets) and their geraraironment (institutions
and conditions that have long range impact on tgarozation and its tasks,
for instance the economy, the political system stia¢e of scientific
knowledge, or the national culture within which #ystem operates).
Purposes: strategies, goals, objectives, planeobtbanization's dominant
decision-makers.

Behavior and processes: prevailing patterns ofWiehaelationships between
groups and individuals.

Culture: Shared norms, beliefs, and values of argdéional life.

Structure: enduring relationships among individugtsups, and larger units.

We structured the impact of mentioned resourcasaiceholders in two groups:

1. With direct impact (influence);
2. With indirect impact (influence).

Resources what have direct influence are:

Purposes and resources: strategic orientatiomategl, employees, financial

resources, reputation in the market
A resource with indirect impact is technology.

Also we ranged the affect to stakeholders of resesir

arwnE

Employees

Reputation in a market
Financial resources
Strategic orientation
Technologies



Kaspars Savickis recommended draw the picture hesetresources overlaps,
because they affect each other.

Reputation * Employees
/SN

Financial
resources

v

Technologies

Picture Nol. Impact of resources on stakeholders.

The aim of every company is profit. According tegented picture the main
resources what affects the stakeholders are emgdoyeputation and strategy.

During the discussion the participants of the fogumip discovered that it is possible
to change the flow of discussion and turn it ifediént direction. Accordingly the
results can be essentially different.

How the SME deal with impact of competitors and rials in the market? How it
deals with external factors of impact (social envonment, policy, politics etc.)?

There are a lot of different approaches for deahty competitors and external
circumstances:

- Passive in adoption of situation. A lot of comparaee passive; they accept
the situation and behave passively. According to‘gestimate” it could be
more than 50% of SME’s.

- Active in adoption of situation. Companies know witieey would like to
reach, their goals are clearly formulated, and theye the strategy and vision
how to perform in existing circumstances. Accordiogur “gestimate” it is
approx. 35-40% of the SME'’s.

- Aggressive in adoption of situation. They act aggneely, making alliances,
looking for lobbies, trying to change legislatiaie.€Or another group of
companies — with unfair methods of rivalry, who sigé pay taxes, making
“schemes” etc. These companies are usually simoet players in a market,
but making a lot of “noise” and “mess”. This grocquld less than 1% of the
SME'’s, but “aggressive” players are approx 3-6%.



Are there any special policies to deal with speciataff groups (like workers with
family, senor employees, employees with special miseetc.)?

Yes, there are policy what protects older employaeage before retiring in
pension), single mothers, pregnant women, etc. yrtda policy doesn’t work well;
it is just partly taken into account due to econooiicumstances in Latvia.

What is situation in training? Does SME'’s attract qualified specialists for
training (improvement of skills and knowledge)?

Ak: Thiswas not the question!

Managers of SME'’s rarely attract qualified staff fiaining — mostly SME’s doesn’t
have founding for that. At the same time therenaoee than 200 different consulting
companies, including 30 active training comparnieainings are more oriented to
sales and management issues.

There are a lot of different training seminars ammakshops with international stars
like Philip Kotler, Ichak Adizes etc. These semg@are rather expensive, but attract a
lot of managers from different industries.

Some companies train their employees by themselwesnerchandizing, advertising,
sales, etc. what is augmented by difficulty to fgubd trainers for niche needs.
From training industry standpoint — more clients fiom medium or large
companies, from international companies or staggtutions. Companies who would
like to perform better, have more ambitions anthatend of the day develop their
market share successfully. These companies unddrta importance of trainings
and require them.

How important discussed activities are for SME (inscale form 1 to 5)?
How pressing needs for these (discussed) activitiesSME’s are (in scale from 1
to 5)?

For more efficient results of discussion we joirted questions and made the table
for evaluation. Each participant of the focus grodjl individual evaluation.
Afterward there was a discussion in a focus groopua estimated values. It was
interesting to note that representatives from clinguindustry evaluated need for
training of employees with 5 but SME’s representdiwith 1.
Also about the strategic orientation — represergatiorm SME’s doesn’t pay a lot of
attention to that. It can be explained by size ebmpany, performance in a market,
industry particularities as well as individuality manager (or stakeholder of the
company).
Current situation in a market have made impact omluation. Some of
representatives said that they would like to does@ativities but there are a pressure
form the market, lack of resources (especiallyrimal), therefore the evaluation of
needs were very pessimistic.
Representatives of target audience in a focus grgape very contradicting
evaluations and it is obvious that there is a rfeedhore profound research (by using
guestionnaires).

Table No.1

Average score of evaluated parameters



Parameter for evaluation Importance in Need for activities in
SME's this field

Technology 3 3

Know-how 5 2

Unigue competitive advantage 3 3

Access to financial support 3 2

Investments 3

Unique technology 1

Innovations 2

Innovative (creative employees) 4 5

Loyal employees 4 4

Specialists in different fields 3 2

Well trained people 4 3,5

Staff with higher or adequate education 3 3

Regular improvements of staff 3 3
gualification

Training

Good reputation

Well known brand

4

3

Popular brand 2
2

4

Recognition in market

Social responsibility of a company 2 3

Environmental friendly orientation ofa | 1 1
company

Strategic orientation 2 1

Knowledge of employees about strategic| 2 2,5
goals of a company

Specific management tools of methods fo3 3
evaluation of a company strategy

Would you be interested to be involved in corporatefforts in the fields
discussed?

The answer of all participants was positive. Thegressed interest in active
participation in fields discussed.

After discussion the questionnaires were createlddastributed among participants as
well as among stake holders (SME representativasagers, workers etc.). 17
guestionnaires were collected.
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RESULTSOF FOCUS GROUP DISCUSSION AND INDIVIDUAL INTERVIEWS
In Riga, January 4™, 2009

STATE OF ART
How you would define Cor porate Social Responsibility?

CSR is a body of actions which are conducted omntaly basis by company to improve
wellbeing and longevity of all who are affected,can be affected by the company's actions. We can
speak about Corporate Social Responsibility inghierprise, if it uses working practices and rum th
business in a manner that respects and suppoittysand individual's needs in an ethical manner,
and if company adds extra effort and put special$mon these issues, beyond legislation or regylato
requirements.

In a very specific cases (some industries, e.gstcoction) we could speak also about
corporate social responsibility in these casesoihgany pays all the taxes and ensure safe and
comfortable working environments for employees-ibig specific to current moment, and it shall not
last for too long. Of course company size mattéss athe bigger is the company the wider and more
complex is the responsibility.

According to the focus group results we can de@$R as a specific behavior of a company
regarding how they treat their employees, valuenthed take care of them in all situations, inclgdin
company reorganizations and downsizing. The samalid towards their customers and business
partners.

Or — it can be defined as a kind of charity, osec case base.

How many Small and Medium Size Enterprisesin Latvia are Social responsible?

Most of SMEs which indicates some CSR activity, kgowith Forced or compliance CSR
perspective and only some of them perceives CSRrategic activity. This fact is important when we
solely looking for indications of CSR within SMHsecause there are lot of laws and regulations in
Latvia who regulates some of commonly discussed GftRitives, such as: employee’s safety at
work, discrimination, environment protection andoso

According to focus group results we would rate namif CSR companies around 2-5% of all
SMEs. Only few SME's in Latvia does not have "eopel payments (salaries avoiding tax
payments), only few producers are strictly follogrienvironment protection regulations and rules.
Retailers (all trading companies) should not betée@ as corporate social responsible entity by
definition. But - that does not mean that we domestd such kind of business.

On another hand considering SR definition from Keavis: “Social responsibility is a
nebulous idea and, hence, is defined in varioussw@jften it is used within a management context to
refer to businessmen’s decisions and actions tdkenmeasons at least partially beyond the firm's
direct economic or technical interestthan situation in statistical way could be better.



Just a few companies are widely recognized and @iexiin Public for their effort, but most of
them are known locally, by those people or thagimeorhood society which has experienced support
and effort from these enterprises.

Istherea placefor development? Why?

Yes, there is a space for development. First ofaasliwe can see from recently conducted
surveys Enabling a better environment for Corporate SoBlakponsibility — Diagnostics etc.) in
Latvia CSR commonly is unplumbed or misinterpreteat. example some SMEs managers’ thing that
CSR solely is just charity or sponsorship. In Latwire would dare to say, there is lack of broadeRC
comprehending.

However development in our understanding is posghirough mental development of society
as whole. Less demanding is the society less ragienis the company and vice versa. Because
company tends to act towards direction of less spipn, in other words where the path is the easies
and this is logical.

CSR is logical prolonging of SMEs activities othesgvwe will face even more unfair competition,
corruption etc. Fair answer - it can exist as agte charity.

Some government or local government support in forntax-refund or simplified reporting
procedures would be beneficial. There, of course lisk or mis-use or misinterpretations, but iais
way, also.

It seems that development of CSR can be diffieuitnfear few years due to Latvia's economic
situation and current trends. However, we don'tdwel that much of social responsibility can be
taught or introduced by setting orders or instardi The best development would be showing and
promoting good examples. More of those good peaplkk companies which give support for local
society, certain groups of people and individualsusd be seen on TV, read in newspapers and given
gratitude.

How the Cor porate Social Responsible could be developed in SMES?

For SME it depends very much from the attitudearhpany’s owner or manager towards employees
and how he/she sees the role of company in thetyodiherefore one should work with owners and
managers of SME by educating them and showing piatemenefits of appropriate behavior that
would lead to the socially responsible company.
CSR can be developed by rising managers’ awaresna$understanding about CSR and potential
CSR benefits to business, by rising community amess. CSR driver can be pressure from
community to companies.
Development through understanding (and minor pressam society) and then, by acting:
- Showing and promoting good examples and good pex;ti
- Awarding and giving gratitude for valuable conttilon;
- Providing tax refunds or other financial benefiis ¢ertain targeted activities;
- Co-funding of socially-responsible projects froncdbor state government, also using the EC
(ESF) funds;
- Teaching and showing case studies where solid Isoesponsibility efforts have helped
companies to stabilize and develop their businéssll not be easy);
- Through discussions, explanations, exchange ofnmdtion, point of views.

Could you give any example of existing Social Responsible enterprisesin Latvia?
There are many more companies, which effort doégime loud reflection on media:



CSR

There are many SMEs, which once or twice per yganges cleaning up of some park, forest
or riverside;

There are entrepreneurs who support music schoalsildren theatres;

There are companies which employ some disabledi@eogphans and even former prisoners
or drug-addicts;

“EkoReverss” took care of some 15 to 20 homelessops, to wash them, arrange Passports
and get them legal job;

There are companies in towns and villages whichkwathout any profits, just to keep jobs
for those who has been working for company;

Another example of soocial responsibility is arragg4 day working week, instead of firing
20% of staff (Latvijas Finieris).

companies in Latvia are: Madara Cosmetics, d8kn Zalas Salas, Latvijas Baius,

Aizkraukles Banka, etc. Such examples are reatiaredexamples of Corporate Social Responsibility,
with all the gratitude for those good things wharle done with bright marketing and publicity.

What are main obstacles for development of Social Responsibility in SMEs of Latvia?

According to focus group main obstacles for develept of CSR in Latvia are:

Was - too fast development. Now - slowdown. Thebfgm is too high turbulence in local
economy since our economy is very restricted. Wneawro environment would become calm
with pragmatic development then we could startctoSi!

Survival in short term is priority vs long termnking.

From one side it is difficult economic situation primary needs for entrepreneurs and
employees are stability of business, relevant lefehcome and profit. From another side it
has not stopped those who continue with their dauion despite external and internal
situation. Other reason is over-negativism in thesp, media, among politicians. Anger and
affairs is not the best background for social amd-$ull works.

Lack of thought-leaders in society, who would bt#iisg personal example and setting high
standards for such behavior and actions.

Value system of owners and managers of SMS comgaeenomical situation of country;
understanding of CSR value for company employaegpmers and business continuity.

Lack of knowledge and propegtidance, also lack of community awareness.

What are main learning needs of SMEsin Latvia for development of CSR Company?
According to the focus group results SME learniegds in CSR in Latvia are:

Develop learning style for SME (learning by doinghaan aim to affect the way how
managers would like to learn CSR). This answerlapsrwith answers on previous question;
Pay attention on learning motivation by changirgrtvillingness and enthusiasm to develop
CSR in organizations. Positive results could beessed by popularization of CSR idea via
mass media and consulting companies. The suppargo¥ernment is a must;

Learning in friendly environment (within the orgaation) it could affect quantity and quality
of managers and create positive learning opporéasyit

Develop learning skills by sharing tools and beatfpces (conferences, seminars, articles in
mass media, TV shows etc.).

Elina Gaile-Sarkane
Riga Technical University
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Thematrix of importance and urgency of listed activities
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market

Urgency
1 2 3
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reputation

Develop unique
competitive
advantage, employ
staff with higher or
adequate education,
organize regular
improvements of
staff qualification,
develop and use
specific management
tools for evaluation
of acompany

strategy

Investments

Provide regular
training, develop
recognition of a
company in the
market

Loyal
employees

K now-how
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Corporate Social Responsibility in Bulgaria

CSR is about: "companies integrating social and environmental concerns in their
business operations and in their interaction with their stakeholders on a voluntary
basiss » - Green Paper of EC.

Amongst other things, this definition helps to emphasize that:

* CSR covers social and environmental issues, in spite of the English term corporate
social responsibility ;

* CSR is not or should not be separate from business strategy and operations: it is
about integrating social and environmental concerns into business strategy and
operations;

* CSR is a voluntary concept ;

» an important aspect of CSR is how enterprises interact with their internal and external
stakeholders (employees, customers, neighbours, non-governmental organisations,
public authorities, etc.).

SCR major components are: Ethics, Environment, Philanthropy, Social.

CSR major instruments are:

* Socially responsible management (SRM);
» codes of conduct
» management standards
» reporting

» Socially responsible consumption (SRC);
» labels

» Socially responsible investment (SRI).

As it is mentioned in a report by Richard Howitt to the Social and Employment
Commission to the EU Parliament, markets and companies in Europe are in a different
stage of development; that is why it is considered that a common model of conduct of all
enterprises is not advisable and will not bring for substantial application of CSR by the



companies; besides it is reckoned that the accent has to be put on the development of
civil society and especially on the customers’ information for a higher manufacturers’
responsibility, encouraging enhancement of this responsibility, which is a long process
and is of practical importance to the particular national or regional context in
management of industrial changes and restructuring.

Corporate Social Responsibility becomes more and more often an object and a focus of
an increasing number of projects, initiatives, educations, public lectures, conferences
and other forms of dissemination of information and exchange of experience and good
practices. Basically CSR continues to be an “imported” management product, which
does not find a broad presence in the activities of the organizations that should be
concerned by the topic. Lead by various motivations, the main engines for its
development are a variety of non-government and business organizations. Certain
pressure for speeding up of the CSR policy can be seen in the behavior of the trade
unions and the government institutions, although their tasks to be focused on the
observation of the existing legislative regulations, concerning labor conditions, social
policy and others. The academic community and the media remain to great extent
aside. Universities just now begin to prepare separate courses on the topic, while the
media continues to treat many of the CSR practices as hidden advertising. The creation
of a critical mass of representatives of different interested parties, competent in
discussing and applying of CSR, could contribute to coordinated actions for working out
of a CSR strategy and policy at national level.

Social responsibility is a strategic choice of the management of every organization that
wishes through responsible attitude to the society and to the environment to get better
integrated in the surroundings where it operates. CSR relates to the obligations of
companies to society and more particularly towards those who are directly affected by
the application of the corporative policies and practices.

CSR is the economic success of a specific business by including of social measures
and measures for preservation of the environment in the company’s operations. In other
words this means to satisfy the requirements of the firm’s customers and at the same
time respond to the expectations of other people such as personnel, suppliers and
regional society. This means a positive contribution to the society and management of
the impact of this enterprise on the environment. It also may bring direct benefits for the
business and guarantee long term competitiveness.

A study was made with the aim to assess the level of Corporate Social Responsibility
(CSR) practices in the new EU Member States and Candidate Countries. The study was
carried out as a part of the regional CSR project “Accelerating CSR practices in the new
EU member states and Candidate Countries as a vehicle for harmonization,
competitiveness, and social cohesion in the EU” implemented by the United Nations
Development Programme Office in Lithuania together with UNDP Offices and local
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partners in the Project countries: Poland, Hungary, Lithuania, Slovakia, Croatia,
Macedonia, Bulgaria and Turkey. The project is financed by the European Commission
and the United Nations Development Programme.

Bulgaria’s economy contracted dramatically after 1989 and the standard of living fell by
about 40%. The first signs of recovery emerged in 1994 when GDP grew and inflation
fell, but in 1996 the economy collapsed again due to lack of international economic
support and an unstable banking system. Since 1997 , Bulgaria has been on the path to
recovery, with a growing GDP, increasing FDI, macroeconomic stability and European
Union membership. Bulgaria now enjoys low inflation, a small budget deficit, declining
external debt and a stable foreign exchange (British Chamber of Commerce, 2006).

A study by the United Nations Global Compact and the Bulgarian Charities Aids
Foundation (2007) on “Corporate Responsibility within the Bulgarian Context”
established that giving and socially responsible practices were evolving slowly from
activities of limited scope, unclear focus and fragmentation into more high profile and
structured activities. This seemed to be due to positive economic development, the
growing number of large foreign companies and the stronger capacity of one part of the
non-governmental sector enabling it to support business better.

Large companies showed most clearly the development of structured policies of giving
and socially responsible activities. With smaller Bulgarian companies these activities
were still fragmented, sometimes even chaotic, and mainly motivated by the personal
characteristics of their managers (UNGC & Bulgarian Charities Aids Foundation, 2007).
Additionally, many companies did not make a clear distinction between giving,
sponsorship and socially responsible activities. When a distinction was made it was
often for the purpose of accounting and not for identifying different levels and focus of
company policy.

Giving and socially responsible activities are motivated by several considerations. The
study outlines them as: “establishing a positive public image of the company and its
owners, ethical factors related to the vision of shared success, the compensatory role of
business vis-a-vis destitute social groups, and creating more favorable conditions for
one’s own business. Charity is becoming a prestigious social norm, part of business’s
socially-acceptable behavior” (UNGC & Bulgarian Charities Aids Foundation, 2007: 27).

Business’ awareness of the Global Compact Initiative is limited mostly to the
representatives of large international companies whose main offices (and the Bulgarian
branches) are members, and to the large Bulgarian companies (UNGC & Bulgarian
Charities Aids Foundation, 2007).

Corporate Social Responsibility is a relatively new phenomenon not only in Bulgaria but
in the region too. It is strongly influenced by the socialist system between 1948 and
1989 and the years after the transition in 1989. The state and large state-owned
companies provided social services from public revenues. The economy was a part of
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the political system so companies did not have to be profitable; they had other roles, for
example ensuring full employment.

Since the transition, economic sustainability was a continuous challenge for
entrepreneurs so in general local enterprises, mainly SMEs, had no time and resources
to pay attention to social or environmental responsibility — the general public did not put
pressure on companies to be any more than profitable. Companies had never
experienced applying the principles of good corporate governance or considering their
wider impacts, so there was a lack of knowledge, instruments and tools. Nobody knew
how to be efficient, profitable and socially and environmentally responsible at the same
time. Privatization and the new economic agenda resulted in “wild capitalism”, where
profit became the most important goal for most companies in the region.

The transformation from a socialist to a market economy offered firms’ management the
option to clean their books of excessive social spending which was obligatory in the
former planned system of the so-called “socialist firms”. At the same time foreign
investors and privatising actors who were seeking low cost economies were also less
committed to the corporate social responsibility approach. Some analysts started to
identify that the serious economic crisis that accompanied transition in CEE countries
did not create a favourable environment to social, community or human investments on
a company level.

There is a direct link between economic reform and privatisation and the emergence of
CSR practices. A wave of unsuccessful or dubious first-generation privatisation deals
meant that stability of ownership and market maturity prevented the establishment of
longer-term business strategies which contained in them the various components of
CSR. The gradual establishment of business community organisations, which act as
more than the token representation of a few economically powerful individuals, and the
emerging critical mass of NGO and international initiatives helped breed a perception
that CSR is here to stay in this region as well. These processes helped turn the
attention to the fact such practices may increasingly be a pre-condition not solely to
partnership with EU-based companies but also a pre-condition for continued survival in
the Single European Market.

Since the mid-90s, companies slowly moved towards a more long-term oriented way of
operation thanks to the stabilization of the economy and the improvement of legal
framework for employment and controls on the environmental impact of economic
actors.

A significant weakness in the country is the lack of media that holds corporate actors
accountable for irresponsible business activities. Only limited consumer research is
available regarding consumer expectations towards more responsible corporate
behaviour and the effect of such expectations on consumer choices. Companies do not



experience a pressing need to apply more responsible business practices and
accountability measures.

The basic ingredients companies need to adopt if they are to create long-term economic
value and play their part in sustainable development are:

Strategy: requires a company to recognise its main social, ethical and environmental
impacts and describe relevant targets and objectives relating to these impacts and that
integrate with the core business strategy.

Stakeholder Engagement: looks for systematic dialogue processes with those who
have the ability to influence a company’s operations or may be affected by its business.
Governance: looks for clear accountability for CSR polices and performance, leading
from the most senior levels of the organisation.

Performance Management: looks for processes, standards and incentives to achieve
social and environmental goals, as well as financial ones.

Public Disclosure: looks for evidence of reporting on the company’s social and
environmental performance, as transparency about polices and performance is
regarded as essential for any responsible business.

Assurance: looks for internal and external processes that build the credibility and
effectiveness of CSR processes and reporting.

The following evaluation for Bulgaria was made in the end of the ENDP study:

Legal and political environment: There is no published national strategy for Sustainable
Development; the issues of CSR are not formally on the agenda of government. There
is no specific department leading on CSR issues. There is no public procurement
strategy focusing on social, environmental or ethical issues and the government has not
yet enacted specific legislation to promote the wide adoption of CSR good practices
among national companies.

Civil society context: Civil society is slowly developing. Although there are no
independently funded national NGOs, international organisations (have the legal status
of NGOs) play a significant role in spreading CSR and there are frequent articles about
CSR published in the national media. Universities are offering courses in CSR and
Business Ethics issues and publishing scientific articles about CSR.

Reporting: Only a few Bulgarian companies are reporting about CSR in regular,
structured CSR reports. Independent assurance has not yet been adopted by these
reporting companies.

Standards: 105 companies (less than 20% of all Bulgarian companies) are
independently certified to 1ISO 14001. There are more, 120 national signatories to the
Global Compact which shows the active role of the national office of the Global
Compact in spreading CSR. There has been no adoption of these initiatives by second
tier companies.



According to another research conducted for the UN Development Program in the end
of 2007 the number of companies, certified to different standards in Bulgaria was as
follows:

- 3121 to ISO 9001 (Quality Management System);

- 117 to ISO 14001 (Environment Management System);

- 107 to OHSAS 18001 (Management of Safe and Healthy Labor Conditions);

- 5 to EFQM (European Foundation for Quality Management) Excellence Model;

- 2 to SA 8000 (Social Accountability 8000).

SCR and Policies:

Policies were carried as follows:

1. National policies - Directorate “Labour conditions, crisis management and alternative
conscription”, Ministry of Labour and Social Policy Directorate “Preventive Activities”,
Ministry of Environment and Water; Ministry of Agriculture and Forestry; Ministry of
State Administration;

2. Business policies - HR departments;

3. International Policies - the international “brands”;

Documents on CRS endorsed by Bulgaria:

* Lisbon Strategy

* Universal declaration of human rights

» European Social Charter

* Rio Declaration 1992 (Agenda 21) - basis for the National Sustainable
Development Strategy

» European Green Book on CSR

* Charter of Children’s rights

* UN Global Compact

ILO conventions:

* Ne29 on forced labour and bonded labour, SG 91 /26.07.1932

» Ne87 Freedom of Association and Protection of the Right to Organise, 1948, SG 35 /
May 2 1997

* Ne98 Right to Organise and Collective Bargaining, SG 35/ May 2 1997

* Ne100 Equal Remuneration Convention, SG 35/ May 1997

* Ne105 Ne105 Abolition of Forced Labour Convention, 1957, SG 37 / May 5 2000

* Ne111 Discrimination in Respect of Employment and Occupation SG 35/ May 2 1997

Role and involvement of the different partners:

* CSR is a highly important issue and a permanent priority in the government policy of
the Republic of Bulgaria. In accordance with the European CSR policies, government
policy is oriented towards promoting CSR at national level.



» The targets set are focused on promoting sustainable development, including the
aspects of socio-economic development and preserving the environment, as well as
creating economic and financial tools for CSR promotion.

 In Bulgaria there is said to be a profusion of administrative units and directorates
where CSR issues receive attention and some limited policy treatment. Promotion,
encouragement and adoption of these practices are at the core of the efforts of the:

* Directorate “Labour conditions, crisis management and alternative conscription“ at the
Ministry of Labour and Social Policy. Other departments are involved however their
activities are focused on legal requirements in these areas. Directorate “Preventive
Activities”, Ministry of Environment and Water; Ministry of Agriculture and Forestry;
Ministry of State Administration.

Role and involvement of social partners:

* In October 2004 the first session of the National Round Table for Labor Standards
Introduction took place. The participants in this round table represented state
institutions, social partners and businesses. The main objectives of the round table were
as follows: improving dialogue and the exchange of information raising the awareness
of social standards amongst the participants, the community and political institutions
supporting the auditing process in the enterprises building national continuity. This
round table meeting led to articles published in specialised magazines and newspapers,
the preparation and distribution of a booklet, arrangements to present an award to the
socially responsible enterprise of the year, and the first National CSR Conference.

* The first National CSR Conference took place in July 2006, with the participation of
state institutions, social partners, business representatives and experts from NGOs and
other EU Member States.

» At the beginning of 2007 the United Nations Development Programme (UNDP)
launched the first regional project directed at accelerated CSR development in the new
EU Member States and the candidate countries of Bulgaria, Croatia, Hungary,
Lithuania, Macedonia, Poland, Slovakia and Turkey.

 Business networks from Spain, the United Kingdom and Germany will take part in the
project, which will contribute to the exchange of experience and good practices in the
CSR area. The project is directed at disseminating practices adopted by local and
foreign companies, but it is also aimed at business and branch associations, local and
central governing bodies, trade unions, scientific circles, NGOs and the media from
participating countries. The project is being implemented by the resident representatives
of UNDP in the relevant countries, in cooperation with national and regional partners.

CSR and Awards:

« In July 2006 Vladimir Spidla, Commissioner for Employment, Social Affairs and Equal
Opportunities, and Emiliya Maslarova, Minister of Labour and Social Policy, presented
awards to the winners of a national competition for the socially responsible enterprise of
the year during the first National Corporate Social Responsibility Conference.



» The national award for a socially responsible enterprise is competed for annually by
enterprises that work in the territory of Bulgaria and that aim to implement the concept
of CSR in relations with their staff, business partners and the local community. The
competition is held in partnership with state institutions - the Ministry of Labour and
Social Policy, the Agency for Small and Medium-Sized Enterprises and the General
Labour Inspectorate - NGOs and social partners.

» The national award is a public acknowledgement giving support to the enterprises in
Bulgaria that adhere to the best practices for socially responsible enterprise. It aims to
raise trust, both the society and its external markets in the efforts that Bulgarian
businesses make to strictly implement the national social legislation, and popularize and
attract a wide range of enterprises for voluntary implementation of international
corporate standards and specifications for social responsibility.

CRS and Business:
CSR is business management, which corresponds to the ethics, legislative and the
social needs of the community. That is the concept has to be incorporated in the
company politic, the corporative programs and development strategies.
The stakeholders here are: the investors and management, the company personnel and
their families, the consumers, the social partners (the inhabitants of the surrounding
area, the public authorities and the non-governmental organizations).
» The personnel and their families - Social corporative citizen means — well organized
and fair /impartial/ politics according to the payments, social and health insurance, the
labour conditions, the trainings, the motivation programs and additional acquirements;
* The investors and management — attract more both social corporate politics and
environmental politics;
» The consumers — the company responsibility to them is connected with the production,
the quality and the contents, the safety products and their sales promotions.
* The society - the care for society and the programs for corporate social responsibility
can be organized under different ways:

- Charity;

- Sponsorships;

- Care and support of the environment;

- Care for the education, training and the health of the society;
The good practices show that the most efficient is commitment of the company with a
closed to its activities and competencies.

There is no clear differentiation in the understanding between charity, sponsorship and
CSR. The favorites in the priorities for charity and responsible activities are:

children in specialized institutions — over 52%;

company employees — 44%;

disadvantaged people — 32%;

children and young people — 19%.



The number of companies spending money for social activities increases, but the spent
amounts do not exceed 2500 EURO yearly.

Expected effects and results from CSR:

» The personnel and their families — better working conditions and higher payment;

» The investors and management — higher productivity and better quality;

» The consumers — better image and profits;

» The society — better image and reputation, higher income, less unemployment, less
fluctuation of labor, lack of social tension, better working conditions, better environment,
more people willing to learn.

Models of CSR:

» Corporative philanthropy — initiatives based on marketing bounded with sources
collection, charity and social investments;

» Corporative partnerships — collaboration between different businesses, public
authorities and non-governmental organizations.

Business incentives:

* In June 2005 the Minister of Labour and Social Policy gave awards to enterprises that
had succeeded in preventing accidents at work over a long period. Enterprises from
various economic sectors all over the country took part in the competition. The criteria
for choosing the winners were the length of the accident-free period and the degree to
which the enterprise met the requirements of occupational safety and health legislation.
The purpose of the competition was to direct the attention of employers to occupational
safety and health issues, and show the benefits for both the enterprise and its
employees from following the requirements of the legislation.

Research:

* Nationally representative research among 400 companies in Bulgaria, in a programme
entitled Practices and Attitudes to Giving among Bulgarian Businesses (March 2005),
assessed the understanding, practices, drivers and gaps for businesses in Bulgaria with
regard to social engagement. The first Responsiveness Business Directory, issued
jointly by UNDP, the Bulgarian Business Leaders Forum (BBLF) and the Bulgarian
Charity Aid Foundations (BCAF) in June 2005, included individual profiles of companies
and NGOs in order to share best practice on CSR and provide an analysis of the
development of CSR in the country.

CSR Sustainable development:

* A National Sustainable Development Strategy is developed in the Republic of
Bulgaria. It was adopted in 2007. The main goal of the national strategy is to define
objectives, priorities and measures that will enhance the quality of life in Bulgaria for
present and future generations, as well as to give a vision for the medium-term and
long-term development of the country. The strategy is based on the European Union's
renewed Sustainable Development Strategy and the renewed Lisbon Strategy.



» The framework of the national strategy comprises three fundamental groups of
problems: environmental issues concerned with maintaining a state of natural
equilibrium, economic and social problems. Among the principles to be followed in
achieving the main objectives of the strategy are equality (avoiding discrimination, and
reducing poverty and social isolation), social inclusion (increasing citizens' participation
in the decision-making process, and the inclusion of business and social partners), the
improvement of social dialogue, coherence of policies and governance (including the
improvement of the interrelationship between EU policies and activities at local, regional
and national level, and the integration of policies), best use of tools for better regulation,
and knowledge-based sustainable development. The key challenges of the strategy are
as follows:

1. Climate changes and clean energy.
Sustainable transport.
Sustainable consumption and production.
Preserving and management of natural resources.
Public health.
Social inclusion and demography.
. Good governance.
The Council of Ministers established a government advisory committee with the main
responsibility of coordinating activities aimed at achieving the objectives of the National
Sustainable Development Strategy.

Noabkowh

Bulgarian Industrial Association top management survey 2005:

* 65% social activity improves the positive image;

» 27% relations with local government of mutual benefit;

* 25% personal sympathy philanthropy;

* 14% social activities improves relation with target audiences;

* 16% CSR helps form a favorable public opinion;

* 68% top management chooses to support children, retired and sport, because they
have strong media impact.

Sites: www.acceleratingCSR.eu,
www.unglobalcompact.bg,
http://ec.europa.eu/enterprise/index_en.htm,
http://ec.europa.eu/enterprise/sme/index.htmp,
http://ec.europa.eu/enterprise/csr/campaign/index_en.htm,
http://ec.europa.eu/enterprise/csr/index _en.htm,
http://ec.europa.eu/social/main.jsp?catld=331&langld=en,
www.undp.bg,
www.eurochambres.be/Content/Default.asp?PagelD=69
WWW.europa.eu.int/comm/enterprise/entrepreneurship/support_measures/
responsible entrepreneurship/index.htm,
http://www.isoe.de/english/projects/rare.htm,
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http://www.ueapme.com/spip.php?rubrigue62,
www.csr-for-smes.eu/,
WWW.europe-innova.org/index.jsp?type=page&cid=9138&Ilg=en,
www.kirchhoff.de,
http://www.csrgermany.de/www/CSRcms.nsf/ID/home de,

www.atsakingasverslas.lIt/,
http://www.ey.com/Global/assets.nsf/Germany/Studie Verantwortung 2008/$file/Verant

wortung 2008.pdf,
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Research Report

1. Introduction

.1he Polish way” of reaching Corporate Social Rewplbility (especially in relation

to other European countries) has interesting detembts. To understand the situation well it
is important to mention the transition — a proogbgch in Poland began about twenty years
ago. Before the time, enterprises had had a spswiedl mission — to fulfill the state policy of
full and permanent employment, and provide so@atlises to workers, local community and
other stakeholders. Otherwise that would be giverthe government. As a result of the
transition, apart form changing socialism to mag@inomy and democracy, there have been
also changes in social and political sphere. itasy difficult to realize and integrate at the
same time tasks coming form the three spheresarigeh— economical, social and political.
Over the past some years, as it was easy to ohselate forces have been concentrated
primarily on increasing economic performance. Tfrae market mechanism, “disappearing”
state security role, appearing market competitom, at the same time a threat of bankruptcy,
led to a situation where enterprises started td lomsts not bringing profits in a direct and
short time. So social and cultural funds have bagndown and in consequence also their
social activities as well. Additionally, employeasad employers started to have different
(often opposite) priorities. Employees, apart frpemmanent, well paid job also expected safe
conditions or good atmosphere at work. Employeerefore, first of all wanted to be
competitive and profitable, only then consideregroving work conditions. But at the same

time the global trend towards greater social engege and responsibility caused increasing



pressures on firms to become “good corporate cisizeDeveloping people’s awareness, the
need for living in good environment conditions aaldo the consciousness of sustainable
development puts pressure on companies to behapensbly. These are only some of the
most important factors having influence on develeptmof corporate social responsibility
idea. Nowadays the idea starts to expand and isruheé interest of scientists, businessman
and politician. It is understood as voluntary cogte engagement in social priorities
realization directed not only to employees but &tsother stakeholders.

Many different institutions are interested in C§RHoland, among them we should
enumerate the Ministry of Labour and Social Politye Responsible Business Forum, the
National Chamber of Commerce, the Academy for Rthilpy Development, the Polish
Confederation of Private Employers Lewiatan, theurfétation of Social Communication,
Business Ethic Centre. All of the institutions tdke social responsible actions, for example
the Ministry of Labour and Social Policy facilitatéhe process of adoption of CSR into the
Polish business sector, by promotion of the con¢ggtinars, conferences etc.), initiating
discussion about CSR among various groups of stddtets, or introducing CSR rules into
national strategies or other relevant governmemtagrammes The Responsible Business
Forum is nongovernmental organisation establishetfarsaw in 2000 and is probably one of
the most active Polish promoter of the concept 8RCIts activity involves among others:

- helping business develop their social responsybilit

- building business coalition that focuses on solsaogial problems,

- creating a forum where managers, the state admatist and nongovernmental

organisations can exchange information on CSR,

- promoting corporate social responsibility solutiomdequate to the needs and

capabilities of companies in Poldnd
The National Chamber of Commerce is the institutwamch gathers over 130 economic
organisations in Poland. The Chamber has a significcole in the promotion and
development of CSR. For example, it currently pgrtites in the project “Raising Awareness
of Corporate Social Responsibility particularly amgst Small and Medium-sized
Enterprises”. The project intends to identify methowhich are used by enterprises to
positively influence the external environment aeduce to minimum the threats caused by

their business towards the natural environment.tgranteresting activity is connected with
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the Academy for Philanthropy Development. The tofitn’s aim is to recreate the Polish

philanthropic tradition with modern approach towatthrity. Its understanding of modern

philanthropy is based upon the relation of mutualogue between the donor and beneficiary
where both sides exchange values, give each otlvantages, ideas and help, doing it all for
the improvement of lives in local communities amdisties. Its one of the most important

project (“Donor of the Year’) awards enterprisescihare active in the field of philanthropy

and popularisation of effective forms of coopenatibetween social organisations and
enterprised

2. General research description

For the purposes of theustainability and social responsibility through learning in
SME project, research was conducted at the beginrif@gloruary. It is important to mention
some problems connected with the research. We bax difficulties with gathering the
focus group. Employers were not interested in cgnanus to participate the focus group, but
were very eager to invite us to their company. Ttienresearch lasted about three or four
hours and was very often connected with visiting dompany. So finally we managed to
form focus group consisting of employees but noindpethe top management (five
interviewees). There were also seven individuarinews in such enterprises as: ALSTOM,
CONTRA, Zaktady Chemiczne Ziotniki S.A., IMAS Intational, ELCAR Sp. z o.0.,
POLICY & ACTION GROUP UNICONSULT Sp. z o.0., ,BPARTNERS” Bogdan
Pietrzak.

The research was made with the use of a questien@a a research tool. The
questionnaire can be divided into two parts: firsgeneral (where interviewees described
company by using information as number of employeesin resources, most important
problems concerning company, definition of CSR,)edad second — more detailed (the part
consist of five parts: workplace policies, enviramntal policies, marketplace policies,
community policies, company values). The questadrtbe questionnaire are listed below:

- Name of the company,

- Web site,

- Number of employees,
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- Certificates,

- Main resources of the company,

- The most pressing problems the company faces mat

- What is the impact on the company coming from dgfifee stakeholders,

- How do the company deal with the impact on othéstRere an explicit strategy
for that training policy, community involvement oy etc..)?

- Are there policies to deal with special staff grelige trade unions, workers with
family, senior employees, employees with specialse

- What is the situation with training (who decideswhmany employees, are you
able to attract enough qualified staff etc.)

- What is your definition for the term of social resgibility,

- On a scale of 1 (not important) to 5 (very impotfahow do you think activities
in the areas discussed are?

- On a scale of 1 (not important) to 5 (very impottahow do you think is the need
for activities in these fields?

- Would you be interested to get involved in coopeeag¢fforts on these fields?

Workplace policies:

1. Do you encourage your employees to develop real skills and long-term careers (e.g.
via a performance appraisal process, a training plan)?

Con't knowe Mot Applicable —

2 Is there a process to ensure adequate steps are taken against all forms of
discrimination, both in the workplace and at the time of recruitment (e.g. against
womean, ethnic groups, disabled people, et )7

Don't knows — Mot Applicable —
3 Do you consull with employees on important issues?

Don't knows — Mot Applicable —

4. Does your enterprise have suilable arangements for health, safety and welfare that
provide sufficient protection for your employees?

In part = Con't know — Mot Applicable —

5. Does yvour enterprise actively offer a good work-life balance for its employees, for
example, by considering flexible working hours or allowing employees to work from
home?

Yes MNo O In part — Con't knowr = Mot Applicable —



Environmental policies:

6. Hawve you tried to reduce your enterprise’s environmental impact in terms of:
o energy conservation?

In part Don't know = Mot Applicable —
(=] waste minimisation and recycling ?
Mot Applicable —

< pollution prevention (e.g. emissions to air and water, effluent discharges,
noise)?

In part & Don't know — Mot Applicable —

o potection of the natural environment ?
In part — Don't know — Mot Applicable —
sustainable transport options?
In part = Con't know — Mot Applicable —
7. Can your enterprise save money by reducing its environmental impact (e.g. by
recycling. reducing energy consumption, preventing pollution) ?

Yes — Mo — In part — Don't know — Mot Applicable —

& Do you consider the potential environmental impacts when developing new products
and services (e.g. assessing energy usage, recyclability or poliution generation)?

Yes O Mo In part — Don't know — Mot Applicable —

8. Does your enterprise supply clear and accurate environmental information on its
products, services and activities to customers, suppliers, local community, etc?

Don't know = Mot Applicable —

10. Can you think of ways in which your enterprise could use the sustainability of its
products and services to gain an advantage ower competitors (e.g. recyclability of
products, energy efficiency, etc)?

In part = Don't know — Mot Applicable —

Marketplace policies:

11. Does your company have a policy to ensure honesty and quality in all its contracis,
dealings and advertising (e.g. a fair purchasing policy, provisions for consumer
protection, etc)?

Yes T Mo T In part = Con't know T Mot Applicable —

Does your enterprise supply clear and accurate information and labelling about
products and services, including its after-sales obligations?

Yes _ Mo = In part = Don't know = Mot Applicable —
13. Does your business ensure timely payment of suppliers’ invoices?
Yes _ Mo O In part = Don't know — Mot Applicable —

14. Does your compary have a process to ensure effective feedback, consultation
and/or dialogue with customers, suppliers and the other people you do business
with?

Yes — MNo & In part — Don't knowe — Mot Applicable —

156. Does your enterprise register and resohve complaints from customers, suppliers
and business partners?

Yes Mo & In part — Don't know — Mot Applicable —

16. Does your company work together with other companies or other organisations to
address issues raised by responsible entrepreneurship?

Yes © Mo = In part Don't know = Mot Applicakble ©



Community policies:

17. Does your company offer training opportunities to people from the local community
(e.g. apprenticeships or work experience for the young or for disadvantaged
groups?)

Don't knowe — Mot Applicable —

. Do you have an open dialogue with the local community on adverse. controversial
or sensitive issues that involve your enterprise (e.g. accumulation of waste outside
your premises, vehicles obstructing roads or footpaths)?

Mot Applicable —

In part — Don't know — Mot Applicable —

. Are your employess encouraged to participate in local community activities (e.q.
providing employee time and expertise, or other practical help)?

In part = Don't know — Mot Applicable —

. Does your enterprise give regular financial support to local community activities and
projects (e.g. charitable donations or sponsorship)?

Yes MNo O In part — Don't know = Mot Applicable —

Company values:
22. Have you clearly defined your enterprise’s values and rules of conduct?

Mo = In part = Don't know — Mot Applicable =

23. Do you communicate your enterprise’s values to customers, business partners,
suppliers and other interested parties (e.g. in sales presentations, marketing
material or informal communication)?

Yes — Mo = In part — Don't know = Mot Applicable —

24. Are your customers aware of your enterprise’s values and nules of conduct?

Yes O Mo = In part O Don't know = Mot Applicable =

25. Are your employees aware of your enterprise's values and rules of conduct?

Yes _ No — In part = Don't know — Mot Applicable —

26. Do you train employees on the importance of your enterprise’s values and rules of

conduct?

Yes _ Mo = In part — Don't know — Mot Applicable —

Research analysis

One of the most important part in the researclespondents’ opinion about corporate social
responsibility. It can be observed, that only tweearched companies do not understand the
term properly. They translate it as local commusitgsponsibility towards surroundings or

responsibility for local community performance. To#ner companies translate the idea of



CSR as a responsibility for employees, environmeatje unions, local communities, and
other stakeholders. They also compare the ideasuith words as honesty, credibility.

It is also important to notice that every compartyich participated in the research,
confirmed, that would be interested in getting ined in cooperative efforts in the fields of
corporate social responsibility.

Analyzing the field of workplace policies it shdube mentioned, that 50% of
companies confirmed that in their companies thera process to ensure adequate steps to
take against all forms of discrimination, both Ine tworkplace and at the time of recruitment

(see below).

Workplace policies

100% ~
10% 10%
90%
80%
70% 40% 40%
60% O Notapplicable
50% . ; O Don'tknow
O In part
40%
B No
30% O Yes
40% 40%
20%
10%
0%
18 19 20 21 22

questions

18 - Do you encourage your employees to developgiils and longterm careers (e.g. via a performa
appraisal process, a training plan)?

19 - Is therea process to ensure adequate steps are takeamstaghiforms of discrimination, both in tl
workplace and at the time of recruitment (e.g. agfaivomen, ethnic groups, disabled people, etc.)?

20 - Do you consult with employees on importantéss?

21 - Does your enterprise have suitable arrangememthdalth, safety and welfare that provide suffic
protection for your employees?

22 - Does your enterprise actively offer a goodialdfie balance for its employees, for example, bysidering
flexible working hours or allowing employees to wdrom home?

The question with the least number of positive arsvis connected with consultation
the important issues with employees. Only 20% ahganies taking part in the research
answered “yes” (in the meaning — we consult).

The other important area in the field of corporagecial responsibility is

environmental policies.



Environmental policies
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24 - Can your enterprise save money by reducing itsr@mwmental impact (e.g. by recycling, reducing eyye
consumption, preventing pollution)?

25 - Do you consider the potential environmentapats when developing new products and services
assessing energy usage, recyclability or pollugeneration)?

26 - Does your enterprise supply clear and accuratér@maental information on its products, servicesl
activities to customers, suppliers, local commuretg?

27 - Can you think of ways in which your enterprise ldouse the sustainability of its products and smwitc
gain an advantage over competitors (e.g. recydhaloil products, energy efficiency, et

In this field of CSR it is important to notice, tha the three questions (no 24,25,26)
most of the companies (40% and 30%) answered pelsitithe companies try to save money
by reducing its environmental impact, consider pmg¢ential environmental impacts when
developing new products and services, and suppdarclnd accurate environmental
information on its products, services and actigitie customers, suppliers, local community.
Only in the last question, the majority of compahianswers were negative (40%). As a
conclusion we can say that they should put morertetb use the sustainability of their
products and services to gain an advantage ovepeiitors (e.g. recyclability of products,
energy efficiency).

Interesting field of CSR is marketplace policy. Algh every company confirmed their
“good behavior” towards other market’s participari®% of companies taking part in the
research agreed, that their company have a padiognsure honesty and quality in all its
contracts, dealings and advertising (e.g. a fanclpasing policy, provisions for consumer
protection) and register and resolve complaintsnfroustomers, suppliers and business

partners.




Marketplace policies
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Questions

28 - Does your compgnhave a policy to ensure honesty and quality Initalcontracts, dealings al
advertising (e.g. a fair purchasing policy, proars for consumer protection, etc)?

29 - Does your enterprise supply clear and accunddemation and labelling about procts and service:
including its after-sales obligations?

30 - Does your business ensure timely paymentmflgrs’ invoices?

31 - Does your company have a process to ensure effefdedback, consultation and/or dialogue \
customers, suppliers and the other people you dméss with?

32 - Does your enterprise register and resolve taimp from customers, suppliers and business g
33 -Does your company work together with other comgsir other organisations to address issues r
by responsible entrepreneurship?

But at the same time only 20% of them stated, ey work together with other companies
or other organisations to address issues raiseedppnsible entrepreneurship.

In the field of community policy, majority of posie answers (70%) concern the
possibility of training opportunities to people finahe local community (e.g. apprenticeships
or work experience for the young or for disadvaathgroups) and also situation, when
enterprises give regular financial support to locammunity activities and projects (e.g.
charitable donations or sponsorship) (50%).

Community policies
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Questions:



34 - Does your company offer training opportunities geople from the local community (e
apprenticeships or work experience for the younfpodisadvantaged groups?)

35 - Do you have an open dialogue with the locahmmnty on adverse, controversial or sensitive is¢
that involve your enterprise (e.g. accumulationvakte outside your premises, vehicles obstructiagls
or footpaths)?

36 - Does your enterprise try to purchase locally?

37 - Are your employees encouraged to participate ¢galloommunity activities (e.g. providing employ
time and expertise, or other practical help)?

38 - Does your enterprise give regular financigipgrt to local community activities and projectgg(e
charitable donations or sponsorship)?

In the last field of corporate social responsipilitcompany values — it is important to
mention that half of the companies participated rdsearch confirmed, that clearly defined
enterprise’s values and rules of conduct and conwate enterprise’s values to customers,
business partners, suppliers and other interestdtkp (e.g. in sales presentations, marketing

material or informal communication).

Company values
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Questions:

39 - Have you clearly defined your enterprise’asesaland rules of conduct?

40 - Do you communicate your enterprise’s values totazusrs, business partners, suppliers and «
interested parties (e.g. in sales presentationskeatiag material or informal communication)?

41 - Are your customers aware of your enterprisalses and rules of conduct?

42 - Are your employees aware of your enterprisalses and rules of conduct?

43 - Do you train employees on the importance afryanterprise’s values and rules of conduct?
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1. Introduction

This report is the first product conceived under the framework of the “Sustainability and
social responsibility through learning in SME” project, a Transfer of Innovation project
developed with support from the Leonardo da Vinci Programme, promoted by Kaunas
University of Technology, Economics and Management Faculty (Lithuania) and having
partners from Bulgaria, Cyprus, Germany, Latvia, Poland, Romania, Spain and Portugal.
Portugal in this project is represented by CECOA - Centro de Formacao Profissional para
o Comércio e Afins (Vocational Training Centre for the Trade). The project started on
October 2008 and will last until the end of September 2010.

The Project SOCIALSME aims to transfer and further improve an innovative methodology to
develop a Corporate Social Responsibility (CSR) strategy within small and medium sized
enterprises (SME’s), using a balanced scorecard monitoring methodology and helping SME’s

to develop systematic learning activities.

The main goal of this report is to make the “state of the art” and the identification of SME
needs and CSR learning situation in every partner country and to use this opportunity for

identify and invite potential members of the national advisory board.

The national report follows the structure of the template provided by ISOB GmbH (the
German partner). The data collected at national level will integrate the final report on the

“CRS State of Art” allowing comparative and synthetic data from the different countries.
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2. General situation toward the concept of CSR

In March 2000, the European Council approved the “Lisbon Agenda 2010”, a strategy for
economic, social and environmental renewal of the EU. Since then, new organisations
dedicated to CSR appeared in the country and CSR experienced a significant boom. The
topic is just emerging as an autonomous management discipline and remains a low priority

for most business managers and owners.

According to the “Corporate Social Responsibility, State of Art in Portugal 2004” Report,
in 2003 Portugal was ranked 21" in the “National Corporate Responsibility Index 2003”

published by “Accountability”, coming after the other 14 EU countries except Greece and

just above Japan and the USA.

In 2004, social and environmental reports were almost non-existent in Portugal. The real
impact of CSR policies and programmes was seldom measured and the business case of CSR
was yet to be of general acceptance. At the same time, some of the large companies
began to integrate CSR into their overall business strategies, playing a much more active
role in this field and actually committing themselves beyond legal compliance in both
environmental and social areas. In those companies, top management, human resources,

marketing were the most common departments in charge of CSR.

According to the same report, Portugal lies at the end of the EU 15 in some important
ratios like per capita income, productivity, education level, lifelong training and mortal
labour accidents. In issues like education, it even comes behind all the new EU partners.
Considering this particular situation, the internal dimension of CSR is even more important

than in other EU countries.
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3. How is CSR defined?

According to a study carried out by MORI on behalf of CSR Europe in mid 2000, the concept
of CSR remains quite unfamiliar to common Portuguese citizens. However, 66% of them
think companies should pay more attention to the subject. 20% would recommend a
socially responsible company to others, 70% admit that a company’s commitment to social
responsibility might influence their buying decisions and one third would agree to pay more

for an environmentally and socially responsible product.

According to the Observatory of European SMEs - European SME’s social and environmental
responsibility (2002), despite no commonly accepted definitions, CSR refers to the
voluntary integration of social and environmental concerns in the businesses’ daily
operations and in their interaction with business stakeholders. So far, business
environmental issues have received a great deal of public and policy attention, whereas
business social activities have received less. Moreover, both perspectives have been dealt

with in a rather ‘isolated’ way in relation to each other.

The “Corporate Social Responsibility, State of Art in Portugal 2004” Report accepted the
definition of Corporate Social Responsibility (CSR) adopted by the European Commission in
the Green Paper in which CSR is described “as a concept whereby companies integrate
social and environmental concerns in their business operations and in their interaction with

their stakeholders on a voluntary basis” (2004).

CORPORAT:
SOCIAL

CORPORAT[=
SOCIAL

RESPONSIB|IRE) RESPONSI

STATE OF THE A
HIGHLIGHTS REPORT
2004

STATE OF THE ARJ
| IN PORTUGAL
2004

Title: Corporate Social Responsibility, State of Art in Portugal 2004
Author: Goncalo Rebelo Pinto
Edition: CECOA 2004

Information available at the link: http://www.cecoa.pt/site_ingles/projectos/transncio/CSR_english.htm
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The SOCIALSME - Sustainability and social responsibility through learning in SME defines
the CSR concept with a strong connection with the Life Long Learning. The CSR
discussion is related to strategies often as a valid starting point for systematic life long
learning policies within SME’s. Under this context, it’s expected that training providers,
consultants and other facilitators of learning therefore have to develop competences in
identifying and consulting CSR related problems and to relate them to the learning

initiatives that have to take place to solve them.

4. Portuguese trends - most discussed and relevant topics

» Certification and organizational sustainability

According to BCSD Portugal, there is a higher interest in the promotion of skills, knowledge
and competences addressed to the certification and to the introduction of organizational
sustainability. This entity will organize, during 2009, a set of events about “Implementing
the sustainability” in Portugal. Big companies and multinational companies have clearly
understood the new trend: they have CSR as a mission toward their employees, consumers
and the society as a whole. SME’s and micro companies are dealing with the same group of
socially sensitive consumers and more and more have to deal with this concept if they

want to conquer the market and their relation with local communities.
* Volunteering of competences

This topic was recently introduced in the national entrepreneurial context and emerges as
a way to develop and foster social responsibilities strategies. The volunteering of
competences means that through volunteering activities, the SME’s collaborators will be
able to transfer know-how from their personal competences to improve the organisation’s
performance. The volunteering activities will increase the knowledge and the employee’s
sensibility as well as the business advantages. The capacity to interact with different
stakeholders is an essential element of the management models based on the sustainable
management.

For more info: www.grace.pt/novo/ingles/default.htm
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=  Micro credit initiatives

In the world, there are more than 10 000 micro finance institutions with dimension and
juridical status. In spite of the increasing number of those entities, some intuitions can not
develop more because of the lack of experience and resources. Simultaneously, there are
traditional banks or ex-NGO’s which assumes that role and supports the perspective of the
demand oriented to the profitability, provoking reactions in the system. Some national
start-ups, some SME’s business becomes possible because they benefit from micro credit
initiatives and receive an initial financial investment. Those micro finance initiatives aim
at promoting the accessibility to financial services as savings, insurance and funds

transparency.
* Info exclusion paradox

Which is the role of the enterprises in the context of the info exclusion paradox? The
entire sector is involved in volunteering activities. For example the “Connect the World”
initiative delivers educative programs towards informatics literacy. However, recently, The
Economist Magazine raises the question about the balance between the philanthropic
versus the profitability focus of those actions. According to The Economist there is a
reason to believe that it’s possible to create profitable business, but its more efficient to
think in a marked perspective - the niche of larger companies and not the NGO’s world. In
fact, the famous bottom of the pyramid perspective works! The NGO’s actions can help
enterprises to create partnerships, pilot projects and to learn about the populations needs.
Nevertheless, the starting level is to increase the sustainable change and the innovation

and not the profitability as a goal.

According to the SOCIALSME framework, the integrative learning strategy under a broader
perspective of a sustainable, social responsibility business strategy will lead to a much
more positive attitude of SME’s towards learning and organizational development
activities. The development of activities targeted to solve SME’s info exclusion gaps, can
be an example since the value of learning and improvement is directly demonstrated and
related to the solution of specific problems felt by the companies and by their employees.
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5. Specifics of SME’s

According to the Observatory of European SMEs - European SME’s social and environmental
responsibility (2002), it is possible to identify a growing concern amongst SME’s and the
importance of the CSR issue, both from the social and the environmental perspective. In
this sense, CSR behaviour and communication are increasingly becoming a market
advantage for those SME’s who are effectively addressing these activities. Obviously, the
correct management of CSR can provide an extra edge to business leadership and business

success, whereas mismanagement can undermine a firm’s standing.

More recently, the “Corporate Social Responsibility, State of Art in Portugal 2004” Report,
in Report 2002/No 4 of the Observatory of European SME’s mentioned that two thirds of
the Portuguese SME’s actually practice some kind of external CSR, most of them in an
informal way. Culture and sports were the main activities supported, followed by health
and welfare. The most popular way of involvement was through donations, in cash or in
kind, usually carried out on an ad-hoc or irregular basis. Portugal was the highest incidence

of company donations among EU 15.

The document also refers that ethics and the improvement of the relationships with the
community/public authorities were the main reasons for SME’s to be externally socially.
The main benefits identified were the improvement of the relationship with the
community/public authorities (40%, the highest rate in all EU 15) and an increase in the
customer loyalty, but many companies (36%) cannot identify concrete benefits. Existing
barriers consist mainly in lack of awareness (especially among smaller companies),
followed by lack of time and the idea that CSR external activities have no connection with

the company business. Lack of money was also important for the smaller companies.

Attitude in general and lack of awareness in particular seem to be the common elements
of both social and environmental aspects of CSR, especially at the SME’s level. These
points reinforce the importance of implementing an information campaign concerning CSR
in Portugal as well as developing training materials on the subject and diffuse them

amongst the public in general and the SME’s managers in particular.
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