MONEY, FINANCE AND CREDIT

UDK 332.722:005.35 DOI 10.26906/¢ip.2018.4(71).1351
THE SOCIAL RESPONSIBILITY OF BUSINESS: THEORETICAL ASPECT

Maia Chechelashvili, DSc (Economics)
Thilisi (Georgia)
Liana Ptashchenko, DSc (Economics)
Poltava National Technical Yuri Kondratyuk University

© Chechelashvili M., 2018.
© Ptashchenko L., 2018.

Cmamms ompumana pedaxyiero 01.12.2018 p.

Introduction. The term «Corporate social responsibility» was originally introduced in scientific
literature and was used only with large joint stock companies (corporations). Then this term started to
be utilized, Small and medium businesses. The terms «Corporate social responsibility» and «Social
responsibility of businessy are identical to their content.

Main part. The first of the social responsibility concept of business can be seen, first of all, in
works by conservative economic approach authors — Adam Smith and David Ricardo, and their
followers — Friedman and P. Heine’s who think that intervention in the economy should be minimal. So
for example, A. Smith?, who is not only the base of the economy but also the founder of his ethical
principles, in his work notes the problem of public and private interests. According to the philosopher-
economist, functioning of the society is subject to a certain regular process, resulting in the
interconnection between private and public interests. The responsibility for ensuring that the ultimate
result of each individual’s ego-centered action is beneficial to the whole society, the transcendental
event — «invisible hand». Smith insisted that each individual increases its own profits, ultimately
maximizing public profits. Thus, the individual interest in motivating the actions of the public interest
is individual interest. The mindset of all thinks the economic interest of the people and emphasizes
their priority.

Smith’s successor, Milton Friedman, a relative late-day member of the paper, noted his attitude
to social responsibility in the article: «Social responsibility for business should increase its profits». He
believed that it was not worth the corporate responsibility, since it was «artificial person» and therefore
did not take any responsibility. For this reason, it is possible to speak only about the responsibility of
the individual, ie the persons who run the business. But Friedman also noted that these rulers are hired
by the owners, or considering their agents as agents; their function was to make profit for shareholders.
According to the scientist, social programs require additional expenses, it unconditionally reduces
shareholder revenues; furthermore, in the process of implementing this type of socially responsible
business, the business takes on state functions and thus destroys the foundations of free society.

Second. The concept of social responsibility of the business is partially represented by
representatives of ethical-economic school — De Semisement, A. Marshal, Ph. Nail, and so on. The rise
of this approach is influenced by the processes such as the value system, the social control forms, the

I Adam Smith, An Inquiry Into the Nature and Causes of the Wealth of Nations; P. — 786,
https://eet.pixel-online.org/files/etranslation/original/The%20W ealth%200f%20Nations.pdf
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transformation of the information environment, the strengthening of the corporation and the public
relations, the recognition of the social role of the corporation.

In the first third of the 20th century, the United States appeared in the works that became the
basis of the concept of social responsibility for business. The widespread public resonance caused by
work published in 1932 «The Modern Corporation and Private Property»2 These authors believe that
large corporations should be «absolutely neutral technocrats that balance the demands of various public
groups and each of them strengthens and employs a certain part of the flow of income, guiding the principle
of public policy and not private greed».

In the aftermath of the Second World War, in particular in 1953, the impact of the social responsibility
of business was greatly influenced by the American economist, especially in Bowen’s work «Social
Responsibility of Businessman»?, in which the researcher defined social responsibility as «the responsibility
of businessmen to take decisions and pursue activities that are desirable in terms of public values and
objectivesy.

To sum up what’s above, we will find that the social responsibility of the business is to take into
consideration and aware business decisions taking into account public opinion, understanding that business is
involved in socio-cultural environments and the success of its activities is directly dependent on the welfare
of the public. The social responsibility of the business is not a law that has a legal force, it is an ethical-
cultural principle that must be transformed into determining business decisions. The social responsibility is
the fact that the company's sustainable development and indicator demonstrates the level of awareness of
business decisions. It implies a systemic approach to the formation and immediate implementation, as well as
accountability and control from the public and the state.

The representatives of modern American, Georgian and Ukraine scientific schools are in the social
responsibility structure: the subject of responsibility (the person or group of people whose responsibility is
loaded with responsibility), the responsibility of the subject (which is subject to responsibility) and instance
(a kind of social unity that evaluates the subject Unpleasant activities). Social responsibility should be
understood as a system because it is functioning systematically. Perhaps it is difficult to determine which of
these three elements are the most important. The entity has the necessary properties and resources necessary
for the implementation of such activities; Institution can not only stimulate, control, and evaluate social
responsibility, but also «formulate the order» for the subject; The object, as the element of social
responsibility, performs a passive function, is based on an entity and instrument agreement, but it can
actively voice its requirements and to prove their need to satisfy the resource holder.

In our view, the social responsibility system will not make sense if it does not fit into its composition,
which will complement the process in a sense and complete. The goal should have a long-term direction,
which is therefore the practice of corporations, or strategic goals of the company, to formulate.

In our opinion, the importance of social responsibility of business is due to the following factors:

1. At the macroeconomic level: in the overall plot of the globalization process of economy, the
combination of large scientific, industrial and technical resources — transnational corporations arise. From all
participants involved in this activity, it requires the protection of common, universal rules for conducting
business;

2. Microeconomic level: all entrepreneurial entities should take into consideration the interests of
society and the state in the course of their activities and to compel them to meet their needs in making profit,
business development, quality products;

3. A new type of customer originates on the purchase of certain goods, not based on the quality of the
goods, as the Company’s positive social portrayal of the ethical conduct of the Company, the social,
ecological and cultural factors and the like.

2Adolf A., Barley, Jr., Gardiner C. Means, The Modern Corporation and Private Property, Indiana Low
Journal; Vol.8, Issue 8, Article 11;
https://www.repository.law.indiana.edu/cgi/viewcontent.cgi?article=5120&context=ilj

8 H. Bowen, Social Responsibilities of the Businessman, University of lowa Press, 1953.
https://muse.jhu.edu/book/29080
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Globalization processes promote a significant increase in the profit of large corporations at the
expense of sales markets. There are exceptionally exacerbated social contradictions on this background, as
the interval between the different layers of the society is significantly increased. One side of the conflict is
standing is «elite», which manages corporate income, and the other side — the rest of the population who are
forced to serve «elit». In the majority of cases, large corporations organize a similar situation: nobody cares
about quality, quality, safety and safety of the population — «They Do not Really Care About Us».

These processes are even more grave in Georgian and Ukrainian reality. Georgian and Ukraine
companies sourcing corporate codes in order to announce the willingness of the capital market and potential
investors to rely on business ethical and cultural norms. But there are some contradictions: On the one hand,
business tries to introduce international principles of transparency, ecological security and partial solutions to
society’s problems; on the other hand, companies are doing their own assets for stabilizing the firm’s
stability in crisis conditions. Under such conditions, the principles of social responsibility of Georgian and
Ukraine business should be developed with consideration of modern World Trends [16].

In the context of rather rapid social and social changes, especially in certain vital areas (social
relations, social processes, educational services, property relations, stratification of society, etc.), there are
economic and social problems, the solution of which is impossible without bringing it into line national
socio-economic policy with the basic principles on which the activity of a social state is based. It is necessary
to pay attention to business structures on the necessity to revitalize their own social policy. Indeed, in a
modern competitive economy, the successful implementation of products and services becomes a critical
condition for the functioning and development of business. Therefore, production and marketing policies
should be implemented through the policy of human capital management, compliance with social norms and
standards. Social policy, as part of a general business strategy, involves the existence of a system of
measures, relationships and actions aimed at optimizing the social factors of production, promoting the
expansion and strengthening their influence on the overall economic efficiency of the business. The social
policy of business must conform to generally accepted principles (Figure 1).

PRINCIPLES OF SOCIAL RESPONSIBILITY OF BUSINESS

Scientific substantiation of administrative decisions in the
field of social policy

Compliance with legal norms and standards

Innovative forms and methods of implementation of
business management policy

Harmonization of economic and social goals

Rational and efficient use of intellectual and human
resources

Voluntary acceptance and fulfillment of additional
social obligations not stipulated by the legislation

Ensuring business and social reputation of the
business

Openness and transparency of information on
business social policy

Fig. 1. Principles of corporate social responsibility [14]
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Conclusion. The principles of social responsibility can be taken to a higher level of Georgian
business, to increase its competitiveness in international markets at the expense of sharing the common rules
of international ethical and cultural norms and performing business rules. In the modern stage the social
responsibility of the business should become the main vector of Georgian and Ukrainian business
humanization.

In the period of integration and rather rapid changes in the conditions of conducting economic activity,
economic processes and relations have become not only dynamic, turbulent but also global, requiring a
fundamentally different view of social responsibility as the basis of management of socio-economic
processes and business relations.
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Yeyenamsijai Maiisi, JOKTOp €KOHOMIYHHX HayK, npodecop. ['py3nHCHKUI TEXHIYHUH yHIBEpPCHUTET,
To6imici. ITamenko Jliana OnaekcaHapiBHa, JOKTOp €KOHOMIUHUX Hayk, mpodecop. [lonraBchkuit
HallloHAFHUN TexHIYHUH yHiBepcuteT iMeHi FOpist Konapatioka. ComiajibHa BinmoBinanabHicTh 0izHecy:
TeopeTHYHMIT acnekT. CTaTTs MPHUCBIYCHA TEOPETHYHOMY acIleKTy COLIaJIbHOI BiAMOBiAANbHOCTI Oi3HECY.
PosrnsmaroThCss BUTOKHM KOHIIEMINT COIIANBHOI BiJMOBINATBHOCTI IIIAXOM JIOCHI[PKCHb Ta aHali3y
KJIACUYHMX 1 CyJaCHUX HAYKOBHX ILIKLJI, @ TAKOXK CTPYKTYPHOI'O aHaji3y Ta TEOPETUUHUX ITOHATb.

ABTOpPH TpEACTaBIAIOTH (aKTOpPH, IO BIUIMBAIOTH Ha 3pOCTaloue 3HA4YEeHHS COLiaJIbHOI
BiJNOBIAabHOCTI Oi3HECY y CYCHIIBCTBI Ta MPOOJIEMH IPY3MHCHKOTO i YKpaiHCHKOTO 0i3Hecy Ha HUIAXY 10
(hopMyBaHHSI COITIATLHO BiAIMOBINATLHOT ITOBETIHKH.
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Yeyenamsuian Maiisi, TOKTOp 9KOHOMHUYECKUX
Hayk, mpodeccop  I'py3sMHCKOro  TEXHHYECKOTO
YHUBEPCUTETA, Tounmcn. Hramenxko  Jluana
AJleKCaH/APOBHA, JOKTOp JSKOHOMHYECKHX Hayk,
npodeccop. [lonTaBckuii HAMOHATNBHBIN TEXHUYECKUI
yausepcuteT uMmenu FOpusa Konapatioka. ConnanbHast
OTBETCTBEHHOCTh OM3Heca: TeOPeTHYECKHIl aCIeKT.
B cratee paccmarpuBaeTcsl TEOPETHYECKHH acHeKT
COLIMAJIBHOW OTBETCTBEHHOCTH OM3HECa, 00CYKAAIOTCS
UCTOKM KOHLEMIMM COLMAJIbHOM OTBETCTBEHHOCTH
IyTeM MCCIEJOBAaHUN M aHalM3a KIACCHYECKUX W
COBPEMCHHBIX HAYUYHBIX IIKOJ, a TaK)Ke INpECTaBJICHA
CTPYKTYpa M ONIPEIEIICHUE ITOTO MOHITHSI.

ABTOpBI TpeMIaraloT paccMOTPeTh (hakTopBI,
KOTOpBIC  BIMAIOT HA  BO3pacTaiollee 3HAYCHHE
COLMATBHONW OTBETCTBEHHOCTH OM3HEca B OOIIECTBE, a
TaKke NpoOJIeMbl TPY3UHCKOTO M YKPAHHCKOTO OM3Heca
Ha IMMYTHU K COOUHUAJIBHO OTBCTCTBCHHOMY IOBCICHUIO.

Kniouegvie cnoga: couyanbHasi OTBETCTBEHHOCTh
Ou3Heca, Kopropauusi, OpraHu3alys, COLHAaIbHO
OTBETCTBEHHOE ITOBEICHHE.
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