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LARGE BUSINESSES IN TBILISI AND
’ CORPORATE SOCIAL
RESPONSIBILITY - ATTITUDES AND
PRACTICES

Executive Summary

In today’s global environment companies are playing
an increasingly important role in influencing econom-
ic, environmental and social change. There is growing
consensus that companies and organizations have a
social obligation to operate in ethically, socially, and
environmentally responsible ways. Globally, compa-
nies’ successes are increasingly being measured not
solely according to their financial performance, but
also by their standards of ethics and transparency and
by how they impact, interact with and make a differ-
ence in the environment in which they operate.

What is corporate social responsibility (CSR)? It is
basically a concept which encourages organizations
to consider the interests of society by taking respon-
sibility for the impact of its activities on customers,
employees, shareholders, communities and the envi-
ronment in all aspects of its operations. This obliga-
tion is seen to extend beyond the statutory obligation
to comply with legislation and sees organizations vol-
untarily taking further steps to improve the quality of
life for employees and their families, as well as for
the local community and society at large. CSR is in
essence an acknowledgement of the new standing and
significance which companies have in global society
and the responsibility which arises as a result. As
such, this concept represents a new development in
Georgian society, one which is gradually taking root
in the minds of various social actors and in business
practices.

Today many companies in Georgia spend significant
amounts of money (given their resources) on charity
and various socially beneficial activities, but these ini-

tiatives are often unsystematic and spontaneous. There
has been a trend lately of moving towards more sys-
tematic, strategic approaches and planned activities
targeted at achieving long-term, sustainable results.
Companies claiming to be leaders of the Georgian
business sector realize that to achieve success and re-
main competitive they have to adopt high standards of
corporate social responsibility.

This research was devised taking into consideration
the above circumstances.

The overall goal of the research was to reveal and
analyse the attitudes of large businesses in Tbilisi
towards corporate social responsibility, evaluate the
level of their knowledge and awareness in the field
of CSR, as well to study the forms and scope of their
socially responsible practices.

The specific objectives of the study related to three
main groups of issues: the first group of questions is
related to the general understanding of CSR and stake-
holders, and perceptions of the main role of a company
in society; the second one concerns concrete practice
within respondent companies (scale, priority areas,
forms of implementation and management of socially
responsible activities, social partnership and social
reporting); while the third group consists of factors
which could have an impact on future development,
attitudes towards problems and the challenges Tbilisi
businesses face in terms of implementing socially re-
sponsible initiatives.

Thus, the survey seeks to get a picture of CSR in the
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Georgian context, to reveal the potential to further
develop the concept of corporate social responsibility
and to define the directions of future work.

The geographical focus and target group of
the survey.

The Survey was limited to large companies based in
Thilisi. This choice was made because of several fac-
tors: the present research is the first comprehensive
study of corporate social responsibility in the Georgian
context, S0 to some extent it is a pilot project. Several
small-scale surveys on corporate social responsibility
have been conducted in Georgia over the past two or
three years, but this research was different because it
covered a whole spectrum of issues (comprehensive
analysis of both current practices and attitudes) and
was of a more representative character. Therefore, to
meet certain organizational and budget constraints
and ensure a relatively uniform target group, it was
decided to limit the geographic area of the research
to Thilisi, where the majority of large businesses are
concentrated.

The survey targeted 200 large companies. The selec-
tion of the target group allows us to generalize the
results for all large businesses functioning in Tbilisi.

It is clear that we cannot speak about the develop-
ment of corporate social responsibility in Georgia as
a whole based on the results of the present research.
However, the high concentration of large companies
in Tbilisi does allow us to identify major CSR-related
trends characteristic of the Georgian business sector
in general.

Survey Methodology
Given the overall objective and design of the study, a
methodology was selected that combined qualitative

and quantitative research methods.

Qualitative research - This first stage involved 20

non-structured interviews with decision-makers (top
management) at large businesses in Tbilisi. The aim
was in-depth analysis of the views and attitudes of the
respondents on the research subject. The interviewer
was a specialist who had been provided with a special
guide prepared in advance. Each interview lasted 50-
60 minutes.

Quantitative research — conducted at the second stage
by means of face-to-face standardized interviews with
the top managers of large companies (respondents —
directors-general of large companies or their depu-
ties). This method provided statistically reliable in-
formation and made it possible to carry out statistical
measurement and analysis of research indicators.

The respondents were interviewed using specially
structured questionnaires. The questionnaires mainly
contained closed questions, though there were open
questions as well, which were coded separately. The
duration of each interview was about 45-50 minutes.

In order to develop the final version of the quantita-
tive questionnaire, prior to conducting the full-scale
survey, a pilot survey of eight interviews was held.
The final version of the survey questionnaire was pre-
pared based on the comments made by interviewers.

The quantitative survey targeted the top management
of 200 large companies. This selection model makes it
possible to generalize with a margin of error of +7%.

In order to identify large businesses working in Tbili-
si, a data base was developed using information pro-
vided by the Department of Statistics. The company’s
size was measured based on two parameters: turnover
and number of employees. The selection base received
after this screening was divided into several strata (ac-
cording to major spheres of activity). Within the strata
the companies were selected at random.

The final report of the study was prepared based on
statistical analysis of the quantitative research results
and an analysis of the outcomes of the qualitative re-



search.

The survey was conducted in the period January -
March 2007.

The survey is a part of the project “Social Respon-
sibility of Business — Challenges and Prospects” im-
plemented by the Centre for Strategic Research and
Development of Georgia with financial support from
the Netherlands Organization for International Co-op-
eration and Development (NOVIB). The goal of the
Project is to promote corporate social responsibility
in Georgia. It must be noted that a second survey has
also been conducted within the same project. The pur-
pose of the second study was to map the perceptions
and expectations of the Tbilisi population towards
responsible Business Practices. (This survey was

conducted in cooperation with the regional project of
UNDP “Fostering Multi-stakeholder Partnerships to
Achieve MDGs in the Western CIS and Caucasus in
the Framework of the Global Compact” and ACT Re-
search; its report will be published as a separate edi-
tion). Taken together, these two studies give us a bet-
ter understanding of corporate social responsibility in
the Georgian context as seen by different stakeholders
(i.e. from the viewpoint of the supply end of CSR- the
business sector and the receiving end — population).

The survey was designed and conducted jointly by
ACT Research and the Centre for Strategic Research

and Development of Georgia.

The major findings of the study are presented below.

GENERAL FINDINGS

Assessment of the economic climate and cur-
rent business environment

* Managers of large businesses in Tbilisi are
largely positive in their evaluations of the eco-
nomic climate and business environment in the
country. The majority of respondents think that
during the past three years conditions for busi-
ness development have changed for the better.
Business sector representatives have similar
positive expectations for the future. Businessmen
believe that positive changes are to be expected
in the country from the standpoint of business de-
velopment, which, if other conditions are met as
well, will create an environment conducive to the
development of corporate social responsibility.

Perception of the main role of businesses and
other institutions in society

e Large enterprises/businesses in Thilisi view
their role in society in a wide context, assum-
ing a higher responsibility than just high-quality
business performance and compliance with legal
requirements. They believe that one of the func-
tions of the private sector is to contribute, on a
voluntary basis, to economic development, the
resolution of social problems, the improvement
of the quality of life of the local community and
society at large and environment protection.

e Respondents believe that there is a consid-
erable gap between the social responsibility of
various institutions and their actual performance.
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Businessmen who believe it is primarily the re-
sponsibility of the government to address social
and socioeconomic problems, economic develop-
ment and environmental protection are convinced
that today the government is carrying out these
functions better than any other institution. In this
regard, businesses view themselves as the second
most efficient structure after the state. They think
that currently companies are more or less actively
involved in addressing economic, social and en-
vironmental problems while carrying out their
business activities.

Expectations of society towards the private
sector — businessmen’s perception

* The managers of most businesses in Tbilisi
think that society’s expectations towards the
business community more or less correspond to
the opinion of the business sector about its own
role and functions. Respondents believe that the
population first and foremost expects companies
to fulfil their immediate functions properly — pay
taxes, create new jobs and provide high-quality
goods and services. At the same time, most of the
respondents think that society also expects them
to be involved in socially beneficial activities. A
significant part of respondents said that society
has especially high expectations with regard to
businesses’ involvement in the solution of social
and economic problems.

e The qualitative study showed that some busi-
nessmen viewed the population’s expectations
as often unrealistic and exaggerated. In the opin-
ion of these respondents, the population does
not properly understand the role that the private
sector could play in development and considers
companies to be merely a “source of money”.
They mostly expect businessmen to help particu-
lar people in particular cases and be engaged in
charity rather than make long-term investment
and implement projects oriented towards achiev-

ing sustainable results and development. There-
fore, the respondents believe in the necessity to
take measures to improve public awareness in
the field of corporate social responsibility and the
role of the business in society.

Company mission, vision and values

* The majority of large companies in Tbilisi
either do not have “mission statements” at all or
do not properly formulate them. The number of
companies who do codify their goals, sphere of
activities, target groups and values in a mission
statement is rather small. Most companies simply
expressed their “good intentions” in their mission
statements and only few of them indicated spe-
cific goals and values viewed in the context of the
strategic development of the company. This fact
seems to demonstrate the following: even though
most managers of large enterprises recognize
their role in development and their responsibility
to address the needs of society, they have not spe-
cifically identified the social goals that the com-
pany is trying to achieve, the ways of achieving
these goals, or the ethical principles of working
with partners, suppliers, employees and society
at large.

Level of awareness and knowledge in the field
of corporate social responsibility

* The level of awareness of the managers of
large business enterprises in the field of corpo-
rate social responsibility is quite low (about one
third of respondents declared they did not know
the meaning of the term “Corporate Social Re-
sponsibility”). Information existing in the ac-
tive memory of the respondents about forms and
components of CSR is also very meagre — the
vast majority of respondents were not able to
spontaneously name areas and forms of CSR.
However, when they were offered a list of so-
cially responsible activities, many more respon-



dents agreed with the responses given. This result
is in line with the following data: when offered
a list of possible socially responsible activities,
respondents recalled the activities implemented
by their companies. They were not able to do so
without prompting.

* The insufficient level of knowledge in the
field of corporate social responsibility is attested
by the fact that many companies equally believe
“social responsibility” to be compliance with le-
gal requirements and high-quality business per-
formance (payment of taxes, transparency, good
quality of products and services, attraction of in-
vestments, development of the company, etc.), as
well as the implementation of socially beneficial
projects and activities on the voluntary basis.

* This inadequate level of awareness is also
demonstrated by the high number of respondents
who failed to name the reason for their not imple-
menting socially responsible initiatives.

* Yet another manifestation of this lack of
awareness is the fact that the majority of manag-
ers interviewed do not properly see the distinction
between charity and corporate social responsibil-
ity. Most of the respondents think the major dif-
ference is that social responsibility is mandatory/
obligatory (“imposed by others”), while charity
is voluntary. Qualitative research revealed that
in some cases respondents had a negative atti-
tude towards mandatory obligations, considering
charity to be a voluntary choice, a more attractive
option.

* The level of awareness is especially low with
regard to environmental responsibility. Protec-
tion of the environment was not named as a part
of corporate social responsibility without prompt-
ing, though it must be noted that in response to
leading questions most respondents agreed that
care for the environment and the reduction of fac-

tors harmful to the environment were a part of
CSR. In general, businesses attach less urgency
and priority to environmental issues. A large ma-
jority of respondents believe that taking measures
to protect the environment is the responsibility of
companies which produce a harmful impact on
the environment in the course of their business
activities. Such an attitude is reflected in the so-
cially responsible practices of respondent compa-
nies — the level of environmental activity of the
companies is the lowest as compared to socially
responsible activities in other areas. Environ-
mental programmes/activities are implemented
(if any) mostly by those companies that make a
negative impact on the environment due to the
specifics of their activities (industry, trade, con-
struction, etc).

Social responsibility motivation, incentives
and constraints on growth

* Managers of large businesses in Thilisi are
sufficiently aware of the positive impact that
socially responsible practices can have on their
company’s business activities. One of the main
motivations for adopting CSR practices, accord-
ing to the respondents, is the creation of a posi-
tive image for the company, as it fosters loyalty
on the part of clients and employees and makes
the company more attractive for investors. How-
ever, respondents mostly do not see the differ-
ence between social responsibility and charity in
regard to the positive impact on the company’s
image - in both cases positive image and client
loyalty are defined as the main stimulus.

* Respondents believe that one of the most im-
portant impediments to adopting CSR practices
is the lack of awareness and knowledge about
forms of implementing socially responsible proj-
ects, as well as the lack of experience and knowl-
edge needed to correctly identify priorities, plan
appropriately and properly manage socially re-
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sponsible activities.

* A lack of resources/funds was mentioned as
one of the biggest obstacles for CRS practices.
This attitude also indicates a certain lack of infor-
mation regarding the various forms of socially re-
sponsible activities — majority of the respondent
believe that the only possible way to implement
social responsibility is through providing finan-
cial support. They are not informed about other
forms of CSR practices or consider them to be
less acceptable. (This conclusion is also in line
with the results of the analysis of SCR practices of
Thilisi large enterprises. The study revealed that
the contribution of businesses to various social
responsibility activities was mostly financial).

* According to the qualitative survey, one of
the barriers is a certain concern on the part of
business that social activity may lead the govern-
ment to demand companies’ further involvement
in social projects. (It is interesting to compare
this view with the attitude towards social report-
ing — sometimes large businesses avoid report-
ing about their social activities in order to protect
themselves from receiving too many requests for
help).

* In many respondents’ view, one of the effec-
tive incentives for the improvement and growth
of socially responsible business practices will be
the recognition and positive attitude of the gov-
ernment towards socially responsible companies,
expressed through a system of incentives and
benefits. However, at present socially responsible
businesses do not feel any special support of the
government (this circumstance is mentioned also
as one of the hindering factors for development
corporate social responsibility).

Socially Responsible Business Practices

* According to the data received, all 200 com-
panies covered by the survey had been imple-
menting some public-benefit or socially responsi-
ble activities during the past three years. In most
cases, however, these activities were not part of a
comprehensive and well-thought-out CSR policy
of the company. This finding is also corroborated
by the fact that respondents often cannot sponta-
neously recall the socially responsible activities
implemented by their companies (though they
did mention these initiatives in response to lead-
ing questions).

* Socially beneficial initiatives were mostly
performed as charitable activities, rather than
programmes targeted at achieving sustainable
results and development. (This is especially true
for activities conducted in the social sphere). On
the other hand, respondents often considered
the direct business practices of their companies,
which also have some positive impact on the so-
ciety and economic development of the country,
as a part of their social responsibility.

* During last three years companies most ac-
tively implemented social projects related to em-
ployees (qualification and training courses, insur-
ance, health protection and other social needs of
stuff, etc.) and were least active in the area of en-
vironmental protection. (These results on the one
hand reflect a low level of awareness with regard
to environmental issues and on the other hand a
close interconnection of employee-oriented proj-
ects with the immediate interests of a company,
such as improvement of personnel qualifications,
motivation and loyalty of employees).

* A comparative analysis of the companies’ so-
cially responsibility practices and level of aware-
ness related to CSR showed that the number of
respondents who had spontaneous knowledge



(i.e. mentioned it without being given a leading
question) about forms and components of corpo-
rate social responsibility was considerably lower
than the number of respondents implementing
some kind of public benefit/CSR activities. An
exception was the area of environmental protec-
tion, where the level of awareness and spontane-
ous knowledge was low but the level of practical
implementation was even lower.

* A comparative analysis of respondent com-
panies’ attitudes towards social responsibility
issues and their actual practices showed that the
number of companies implementing CSR activi-
ties is lower than the number of companies rec-
ognizing its importance.

Forms of implementing, planning and manag-
ing socially responsible initiatives

* The most widespread form of implementing
socially responsible activities is providing finan-
cial support. Non-financial support provided by
the company in the form of free products or ser-
vices is very rare. Respondents also do not con-
sider socially responsible behaviour reflecting
company’s ethical principles and social values
(such as dialogue with stakeholders, transparency
and social reporting, making procurement deci-
sions based on social values, non-infringement
of human rights in the everyday operation of the
company, etc.) as components of their social re-
sponsibility.

* Socially responsibility activities in different
areas are implemented by the companies mostly
on a regular basis and in the areas predefined as
priority areas for company CSR activities (un-
planned, sporadic activities are more frequent in
the social area; this might be a result of frequent
charity activities in this field). However, proper
management of the activities implemented and
monitoring of the implementation and assess-

ment of the results are rare. (Almost three quar-
ters of CSR-sensitive companies stated that they
did not carry out management over public-ben-
efit activities at all). The survey results showed
that the business sector is often less interested in
evaluating the results or environmental and so-
cial impact of their own social activities. Even
those managers who stated that their companies
monitored activities and evaluated results most-
ly failed to describe the forms and instruments
of such monitoring and evaluation. (This result
is in line with the opinion expressed by the re-
spondents that one of the major obstacles for the
development of CSR is a lack of knowledge and
experience in the proper management of public-
benefit activities).

*  More than half of the respondent companies
prefer to implement and coordinate socially re-
sponsible activities on their own. The rest con-
sider it acceptable for the company to create a
special foundation for financing public-benefit
activities, or directly financing philanthropic or-
ganizations; some respondents could not express
their attitude towards this issue at all.

e The opinions of the respondents also vary re-
garding the necessity of having in the company
a special unit or staff member responsible for
coordinating socially responsible activities (iden-
tification of priorities, activities planning, social
reporting, etc.). Approximately two thirds of the
managers interviewed believed that existence of
such a unit/employee is more or less necessary,
while the others did not see such need because
the scale of socially responsible activities im-
plemented is very small and the work could be
managed by the company’s existing units/staff.
In some cases the respondents did not see any ne-
cessity to have a special unit/employee because
the socially beneficial activities of the company
were viewed as personal charity of the company
owner/manager (sometimes shareholders).
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Charitable activities

* An attempt was made in the study to differ-
entiate between pure charity and more strategic
socially responsible practices as regards to the
attitude and practices. Analysis of charity ac-
tivities of the companies showed that charity is
mostly done in the form of financial assistance.
Decisions on providing assistance are taken by
the manager on a case-by-case basis, in response
to the requests received from friends, relatives,
or average citizens. Decisions are either taken
without any special consideration, on the basis of
the personal preferences of the manager, or the
requests are reviewed taking into consideration
the urgency of the problem, the company’s so-
cial priorities and the expected results. As for the
scope and areas of the charitable activities, sev-
eral different approaches have been revealed: a)
some companies carry out charity actions spon-
taneously, without any predefined priorities, so-
cial strategy or predefined budget; b) some com-
panies have annual funding allocated for charity
actions, but they do not have predefined priorities
and areas, decisions are made on a case-by-case
basis; ¢) some companies try to carry out charity
activities based on predefined priorities and the
company’s social strategy.

Social partnership

* Mostrespondents positively evaluate their co-
operation with various institutions (government
bodies, civil society organizations, other compa-
nies) while implementing socially responsibility
programmes. Social partnership is considered to
be important in order to enable the implementa-
tion of large-scale projects, when it is necessary
to distribute functions, exchange information,
properly define priorities and carry out more ef-
fective management.

* The overwhelming majority of respondents

attach great importance to social partnership
with government and other businesses compa-
nies. Social partnership with NGOs is viewed
as less desirable. Arguments given in favour of
this opinion are mistrust towards civil-society or-
ganizations and the perceived ineffectiveness of
the projects implemented by NGOs. (Such an at-
titude towards NGOs likely stems from the lack
of information about the activities of civil-society
organizations).

* The positive attitude of respondents towards
social partnership is very different from their ac-
tual behaviour. According to the survey results,
the businesses have very limited experience of
social partnership. During the past years the ma-
jority of businesses carried out socially respon-
sible activities independently. It can be said that
the experience of cooperation with government
agencies is at a rudimentary level.

* As for the future plans of the companies, it
can be said that they do not plan to significantly
augment the scale of their social partnership with
various institutions in future. The scale of social
partnership with the state will probably increase,
though this growth will not be significant. Most
businesses are planning to continue the imple-
mentation of socially responsible projects inde-
pendently.

* The lack of the experience in management of
large-scale coalition social projects, was identi-
fied as one of the major barriers to the develop-
ment of social partnerships. Other obstacles, as
viewed by the respondents, are mistrust towards
possible social partners and PR considerations —
companies prefer that only their name is related
to this or that public-benefit activity.

* As government is viewed as the most accept-
able social partner by most of the respondent
companies, encouraging state policy and initia-



tive from the government is considered to be one
of the major stimuli for development of the prac-
tice of social partnership.

Social Reporting

* The majority of respondents think that it is
necessary (41%) or more or less necessary (30%)
for a company to report about the socially respon-
sible activities it carries out.

*  One of the motivations for social reporting,
according to the respondents, is its positive influ-
ence on the company’s image in its relations with
shareholders, partners (especially with CSR sen-
sitive partners and shareholders), customers and
investors. In addition, social reporting is consid-
ered to be an effective instrument for communi-
cation with the population and self assessment of
implemented public-beneficial activities.

*  Some respondents do not see the necessity for
social reporting. They equate it to PR and do not
consider desirable to publicize all their activities.
This opinion was expressed mainly by respon-
dents who understand social responsibility only
as charity (and believe that publicizing charity is
not appropriate). In some cases large businesses
avoid reporting to protect themselves from re-
ceiving an excessive number of requests.

* A comparative analysis of data revealed a sig-
nificant difference between the declared attitude
and actual behaviour concerning social reporting.
Namely, the number of companies that actually
carry out social reporting is considerably lower
than the number of those who declare its impor-
tance. Tbilisi businesses have very limited expe-
rience in social reporting. Even those companies
that claim to carry out social reporting (their
number is very small) often equate reporting with
accounting records where all financial costs are
reflected, including expenses on charity and so-

cial activities undertaken by the company dur-
ing one year.

* Managers of large enterprises in Tbilisi
think that society does not demand that large
enterprises report about their social responsi-
bility. Respondents are convinced that the ab-
sence of such demand determines the absence
of relevant practices. Therefore, the opinion
was expressed that social reporting practices
will develop after the formation of the demand
of the society in general and various stake-
holders — investors, consumers, shareholders,
the state, security stock exchange (if it is de-
veloped in the country), as a result of which
the importance of reporting and transparency
will grow.

Future Plans and Prospects

* The business sector declares its readiness
to contribute to economic development, the
solution of social problems, the improvement
of the quality of life of the local community
and society at large and environmental protec-
tion. It has certain plans for the future which
mostly envisage a moderate increase in the
volume of past public-benefit activities. There
is no principal difference between the previous
and planned activities (in terms of compliance
with the social policy and CSR strategy of the
company, planning and priority identification,
management, etc.); in essence the socially re-
sponsible initiatives planned for the future do
not differ from the activities that have been
implemented during the past three years.

*  Only a small number of companies who de-
clared about their next-year plans in the sphere
of CSR, were able to name what CSR-related
activities/projects they plan to implement in
the next year.
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