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Abstract

Research background: Fluctuations in economic activity forced companieshange the
traditional methods of organization and managemamtl to search for new tools,
knowledge, resources and competences in ordereangshen their positions. This has par-
ticularly intensified debates on corporate so@aponsibility (CSR) not only between busi-
ness people, but also between pieces of reseanchystry leaders and government repre-
sentatives. The ongoing global ecologic crisis kemed discussions about how the alterna-
tion of macroeconomic business environment inflesrtbe development of CSR.

Purpose of the article: The aim of this paper is to investigate how thengjes in macroe-
conomic business environment influence the devedopirof socially responsible activities
in Baltic Countries and Slovakia.
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Methods: A statistical analysis of secondary data was usextder to reanalyse the data for
the purpose of gaining new insights. The objectivestatistical analysis in this paper were
twofold: firstly, to identify the challenges in maeconomic business environment; second-
ly, to explore the development of socially respblesiactivities in different countries. The
research period covered the years 2006—2016. Toieeclof this period is determined by
data availability.

Findings & Value added: The authors found that economic conditions mayrdislg affect
the development of different dimensions of CSR. rEue unfavourable macroeconomic
conditions companies continue to be involved inialbycresponsible actions because of
long-run CSR benefits. The analysis is useful ahgrnational level because it justified the
development of socially responsible businessessiorfia, Latvia, Lithuania and Slovakia,
and has provided an opportunity to assess the nereteof CSR development during the
different period of economic cycle.

I ntroduction

Corporate Social Responsibility has become incnghsimportant interna-
tionally with increasing focus in the United Natsgrihe European Union,
and national authorities. In the era of globalmatbusinesses are no longer
able to conduct destructive and unethical busipeastices such us unfair
labour practices or environmental pollution withawceiving negative
response from the public. In order to retain in kearthe importance of
conducting socially responsible business activitias become inevitable
demand from civil society, consumers, other comgmmind governments
in general.

Various factors that play a critical role in thevdlmpment of CSR are
government initiatives, globalization and stakeboklinvolvement, and an
extremely volatile economic business environmehe &conomic business
environment consists of external factors that cdluénce business deci-
sions and actions. The economic environment is cigeq of the microe-
conomic environment which affects business decisiaking such as indi-
vidual actions of companies and consumers and #@oaconomic envi-
ronment which affects an entire economy and altsoparticipants. Many
economic factors act as external constraints omess activities, which
means that businesses have little, if any, cootel them. Instability at the
macroeconomic level seems to be unfavourable tmcom growth of
companies. High inflation and high unemploymengras well as econom-
ic inactivity, are assumed to increase uncertaarigt to worsen the eco-
nomic business environment, and consequently taceetheir growth and
decisions to invest in socially responsible adtgit

Being a socially responsible company is more ancerimaportant in the
times of fast-changing business environment. ThEpnance of CSR initi-
atives for companies and the interaction betweeareegonomic factors
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and CSR were highlighted by Bernatongteal. (2009), Campbell (2007),
Dagilieneet al. (2014), Kovaliovet al. (2010), Smith (2010) and Strugatch
(2011).

The aim of the articlés to analyse how the changes in the macroeco-
nomic environment influence the development of abciresponsible ac-
tivities in Baltic Countries and Slovakia.

An empirical evidence how macroeconomic factorsaotpn business
decisions to invest in socially responsible adggitis scarce in literature,
and practically absent with respect to the comparif CSR tendencies in
the Baltic countries and Slovakia as countries witien economies, but
different in extent.

The results reported are of interest to an int@nat audience, as they
explore the development of socially responsibléviiets in Estonia, Lat-
via, Lithuania and Slovakia during the differentipd of economic cycle.
This study also constructs new approaches for basito implement CSR
in order to get long-run benefits even in the kb instability in macroe-
conomic business environment.

This research has several limitations. The couniofethe research are
limited. The analysed period is short because td daailability. Future
research could investigate the long-term impachatroeconomic business
environment on CSR development in other Central Baster European
countries. We hope that we can conduct additiobakervations and re-
search by using primary sources and applying guaging methods. It
would also be beneficial to study how socially mspble companies in
different countries were affected by the changmaéro-environment.

Apart from the introduction, the article consistsfige parts: literature
review, research methodology, obtained resultsudision the results in the
context of other research and conclusions.

Literaturereview
The essential s of corporate social responsibility

According to the European Commission (2010), CSR roake a signifi-
cant contribution towards sustainability and coritpehness, both in Eu-
rope and globally. It is part of the Europe 202@atsigy for smart, sustaina-
ble and inclusive growth. CSR is “the responsipitif enterprises for their
impacts on society” (European Commission, 2011g gbal of CSR is to
inculcate the responsibility for the actions of gamies and to encourage
a positive impact through their activities on tlmvieonment and all socie-
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ty. CSR facilitated businesses to promote the pubterest by encouraging
community’s growth and development, and voluntagljminating the
practices that harm the outward environment. CSBsdwot mean that
companies should abandon their primary economiectibg, which is to
make a profit. It does not mean that socially resgze companies can be
more profitable than those that are less respansib6ER demands that
companies coordinate the benefits and achieve {hawickas & Kontau-
tiene, 2013, pp. 27-34).

“The “business case” for CSR argues that compahi@sembrace the
“triple bottom line” approach will promote envirommtal and social inter-
ests, but will also be financially rewarded for mpiso” (Alves, 2009, pp.
1-26). Historically, the main objective of businemganization was to
maximize wealth of its owners (Friedman, 1970), #ng “the aim of so-
cially responsible activities of companies is toximaze the creation of
shared value, which means to create returns orstimant for company’s
shareholders at the same time as ensuring befafitsther stakeholders,
and to prevent and to mitigate possible adversaadtspwhich companies
may have on society and environment (Navickas &tHotiene, 2012, pp.
1010-1015). In general, CSR may be defined asubheagtee of the organ-
ization’s economic success (Dagiliegteal., 2014, pp. 54-61). According
to Porter and Kramer (2006), CSR involves bothd@&siut and outside-in
dimensions working in tandem. The essential tedtshould guide whether
CSR is worthy is if it presents an opportunity teate a shared value that is
a meaningful benefit for society, also valuabletlie business. CSR as
management tool is useful for development of siefaesompany’s strate-
gy (Kozubikovaet. al., 2016, pp. 168-182). CSR is a practice that shoul
be included as a part of the strategic antecedeatc® base of company
and should be consolidated with all aspects of @ate management, in-
cluding human resource, marketing, production,rfaia and more espe-
cially with strategies of the business.

I nter action between macroeconomic factors
and corporate social responsibility

Business organizations operate in the economicr@mvient which
shapes and is shaped by their activities. In mdrkeed economies, this
environment comprises variables which are dynamieractive and mo-
bile and which, in part, are affected by governmiergursuit of its various
roles in the economy (Worthington & Britton, 2006he economic envi-
ronment is the element of macro-environment eleni®e¢ Fig. 1) which
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asserts in particular consistent economics devetopmatterns and trends
affecting corporate decisions and actions.

Macroeconomic business environment is linked todéeelopment of
a country’s and the international economy, andlitsction. It includes the
economic activity of public structures and variesading to certain con-
sistent patterns (Vojtovic, 2016). There are pleritynacroeconomic fac-
tors that either directly or indirectly affect teeonomies and all of its par-
ticipants, including business, its decisions antibas. According to Ber-
natonyteet al. (2009, pp. 229-236), Campbell (2007, pp. 946—9K®},
valiov et al. (2010, pp. 627—-634), Smith (2010, pp. 59-79) andg@tch
(2011, pp. 44-48), several macroeconomic factoas dlffect the overall
state of economy, which, in turn, influences bussas, may impact the
development of CSR. As stated Clattal. (2010, pp. 115-135), a favoura-
ble macro-environment and stronger levels of legébrcement contribute
to the incorporation of CSR. Political and insibul shareholders endorse
the development of CSR because they are intera@stethancing commu-
nity stakeholders’ positive moral capital, on whibdpends the increase of
their wealth. According Garcia-Sancheizal. (2016, pp. 15-35), compa-
nies located in societies with a cultural systemierariented to stakehold-
ers, i.e., characterized by high values of colNésitin, femininity, uncertain-
ty avoidance and long-term orientation and low podistance, are more
strongly involved in CSR development and transpayesf CSR disclo-
sures. The identification of the intersection betwsocio-ecological prob-
lems and business behaviour is crucial for CSR Idpweent. The more
aggressive or negative external environment faged business, as stated
Becherer and Helms (2014, pp. 1-18), the more enrientally-friendly
goals tends to be a part of business goal settiongeps because that might
protect businesses from legal, social, political ather macro-level pres-
sure that could impact them. Campbell (2007, p6—967) argued that
companies will be less likely to act in sociallgpensible ways when they
are operating in a relatively unhealthy economigiremment, and where
the possibility for near-term profitability is lined. An example of this
would be circumstances of high inflation, low protivity growth and
weak consumer confidence, a situation in which oulg seem relatively
difficult for companies to achieve healthy neareprofits. Under such
circumstances companies would arguably be lesly likebehave in social-
ly responsible ways (Campbell, 2007, pp. 946-98nd, similarly, Ber-
natonyteet al. (2009, pp. 229-236) maintained that the effectoohemic
depression on the development of CSR is most @tatuated negatively.
On the other hand, economic conditions are notyadwaiformly correlat-
ed with the development of CSR. For example, byesting articles in
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business periodicals during the recession period0@8—2009, Strugatch
(2011, pp. 44-48) came to the conclusion that C8Rrpms were still
implemented due to the connection with environnlemaand commit-
ments to CSR principles by companies’ executivesnBmic downturn
simply showed that the implementation of principéesl practice of CSR
has helped companies to survive better crisis,itaodn be beneficial not
only for business, but also for the society (Naa&l& Kontautiene, 2013,
pp. 58-67). Further, according to Smith (2010, 5$-79), in the times of
economic recession, when companies want to redusts as well as risk,
CSR may be a win-win situation. Even in unfavougabtonomic condi-
tions, companies continue to be involved in som& @Stivities such as
installation of climate-friendly technologies thaay save costs in the long
run (Reinhardtet al., 2008, pp. 219-239). According to Hopkiasal.
(2008), the aspects of CSR supporting the impoetafdts implementation
are possible to identify in difficult economic pati So it helps company to
enter into new markets or to establish a competpiosition, if that compa-
ny provides a higher level of CSR activities onpmge to differentiate
itself from others. Also, companies by offering isflg beneficial goods
and services can retain committed employees anaherhbrand reputation
through a positive mouth-to-mouth communication,tisat they can get
benefits that may help survive an economic downtétonomic condi-
tions may differently affect different dimensionsG5SR.

Summarizing the above considerations, it can beladed that CSR is
considered as a proactive business tool duringdifftimes and the devel-
opment of socially responsible activities may préeancompanies’ survival.
The economic environment as the basic componentthef macro-
environment affects companies and their activitieduding CSR devel-
opment. The interaction between macroeconomic fac@ad CSR devel-
opment could be different under varying circumstsnc

Resear ch methodology

It is essential that the systemic approach to nitiedgunctionality and ap-

plication of the methods, inclusive theoretical amdpirical research, are
used to evaluate the impact of macroeconomic bssiaevironment on the
development of CSR in order to get the most pregigkobjective research
data as possible, and on this basis to draw cdooki®n the results. The
use of qualitative and quantitative research, cemphtary to one another
at individual stages of the study, is necessarydieep analysis of the
changes of macroeconomic environment on the deweap of socially
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responsible activities. The use of quantitativeeaesh is postulated by the
required statistical reasoning of macroeconomitofadmpact on the reali-
zation of companies CSR activities. The methodolegyloyed by this

research consists of statistical analysis of semgndita.

According to Bernatonytet al. (2007, pp. 229-236), Campbell (2007,
pp. 946-967), Cormieat al. (2005, pp. 3—39), during periods of unhealthy
economic growth occasioned by such factors astiofiarising unem-
ployment and the more especially in times of ecdnodepression, the
development of CSR significantly slow down. Therefoinflation rate
(INF), unemployment rate (UR) and real gross doimgstoduct growth
rate (GDP) as the economic variables were adoptedvialuation of mac-
roeconomic business environment in sample countissonia, Latvia,
Lithuania and Slovakia in 2006—2016.

In conformity with Frolova and Lapina (2015, pp.02&273), Szczuka
(2015, pp. 4800-4807), Kowalska (2016, pp. 653-66B)assim (2018,
pp. 1-18), Jove-Llopis and Segarra-Blasco (2018,1p{26), quality and
environmental management systems same as CSR rmtangeovide
a framework for implementing corporate social respaility. So quality
management, environmental management and CSR slianaks variables
of corporate social responsibility were used foaleation of socially re-
sponsible activities in sample countries.

Results

Macroeconomic busi ness environment of Baltic countries
and Sovakia in 2006-2016

The inflation rates were growing in all countriesdar consideration in
2006-2008. In 2008 particularly high price increagere recorded in Lat-
via, Lithuania and Estonia. All Baltic countriespexienced inflation rates
above 10%. The lowest annual rates were observ&lowakia in 2006—
2008 (see Fig. 2). From 2009 till 2011 all courgriecorded much lower
inflation as compared with period of 2006—-2008.2010, with subdued
economic activity across much of the world, all tBatountries and Slo-
vakia recorded the lowest inflation rates (compaxitth the year before).
Latvia recorded a negative annual average ratdarige (-1.2%) in 2010.
From 2012 relatively low level of inflation (1% #% annually) was rec-
orded in Lithuania, Latvia and also in SlovakiaBstonia the annual infla-
tion rate changed from 5.1% in 2011 till 0.8% inl@0(see Fig. 2). Till

2008 unemployment was on the decrease in all tBedic countries and
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also in Slovakia. However, the trend was reverse?d009 when the eco-
nomic downturn resulted in a prolonged deterioratib the labour market
(see Fig. 3).

The economic crisis that took hold of the Europeaanomy in 2008
first hit the labour market in 2009. This refletckee normal delay in the
response of employment to GDP. Since then the ulogmment rate has
increased in all countries under consideration.afhtime peak was regis-
tered in 2010. According to Eurostat (2017), themployment rate in
Latvia stood at 19.5 %, in Lithuania — at 17.8%fEstonia — at 16.7%, in
Slovakia — at 14.5% in 2010. The national unempleghrates more than
trebled as compared with the first quarter of 2008altic countries. The
unemployment rate in Slovakia increased less aspamed with Baltic
countries. From 2011 the unemployment started toedese in all countries
under consideration.

Before the economic crisis of 2008 the real GDPtli@r sample coun-
tries, i.e. Estonia, Lithuania, Latvia and Slovakia a whole grew up, but
there were some variations in the growth rate. [Ese rates of real GDP
growth change were recorded by Estonia and Laand, the higher-rates
were recorded in Lithuania and Slovakia in 2007sTrend was interrupt-
ed by the sudden economic slump which started 08 2ihd fully hit all
countries under investigation in 2009, with the reray shrinking more
than -14 % in three Baltic countries and more b in Slovakia. Hard-
est hit by the crisis was at Baltic countries. Heenomies of Estonia and
Lithuania were growing more than the economy ofviaatn 2010. Latvia
was still in recession in 2010. Slow growth was exignced in all four
sample countries as a whole during 2011-2016 (gpel)-

Trends of macroeconomic indicators showed sometivegand positive
tendencies in the Baltic countries and Slovakiaindguperiod of 2006—
2016. The rate of increase in consumer prices a@eld in all countries
under consideration and reached the peak in 206083009-2010 all coun-
tries recorded lowest inflation during the analyzestiod. Inflation with
some differences went up and down in all countofethe Baltic and Slo-
vakia during the period of 2006-2016. Great unempknt fluctuation
was registered during the years under investigafidre unemployment
rate has been steadily increasing from 2006 ankegeim 2010. The eco-
nomic growth of the Baltic countries and Slovakiaswapproximately 10%
in 2007, and was replaced by a dramatic downtuth avidecline of 5-14%
in 2009. Slow growth with some differences was egmeed in all four
sample countries from 2011 till 2016. The econoanmisis has negatively
affected the Latvian, Lithuanian, Estonian and a®ovakian business
environment by undermining its macroeconomic sitgbil
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Trends of socially responsible activities devel opment
during macroeconomic instability

The main motives of Baltic and Slovakian businegs@SR activities
are the influence of foreign partners and parentpamies, as well as high
moral standards and the will of business leadersettave ethically. An
implementation of quality management, environmemanagement and
social responsibility standards is the basis fonganies to become socially
responsible organizations. Even in the period efaibility companies of
Baltic countries and Slovakia introduced certifisdnagement systems.
The number of organizations having implementedréfieel quality man-
agement system according to the 1ISO 9001 rosefisignily between 2006
and 2015 (see Fig. 5). In the times of recessicialp responsible compa-
nies were focused on customer needs, on contimyaovement of man-
agement and all business processes.

Companies in the Baltic Countries and Slovakiayweb as their stake-
holders, are becoming increasingly aware of thed rfee environmental
management, socially responsible behaviour, anthisable growth and
development. Accordingly, as the proactive manageragenvironmental
aspects converges with company risk managemenipie governance,
and sound operational and financial practices artbpnance, the imple-
mentation of environmental management system acwptd ISO 14001
was increasingly important for companies in all oig¢s. The number of
organizations having implemented a certified envinental management
system almost trebled between 2006 and 2015 (seéFi

Businesses in the Baltic countries and Slovakiaimacesasingly inte-
grating social and environmental concerns intortbpérations and interac-
tions with stakeholders on a voluntary basis. Ugusthall and medium
businesses implement certain socially responsittigitles without giving
these actions prominence and public utterancett®reason, it is compli-
cated to evaluate the practicable spread of CSRitimes in Baltic coun-
tries and Slovakia. It is possible to assess tk&enmyatic approach to CSR
based only on individual examples.

Discussion
The trends of macroeconomic indicators showed soegative and posi-
tive tendencies in the Baltic countries and Slozadtiring the period of

2006—-2015. The economic growth until 2007 was ey the dramatic
downturn in 2009-2010. Slow growth with some diéferes was experi-
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enced in all four sample countries from 2011 W1l@. The economic re-
cession has negatively affected the Latvian, Litham, Estonian and Slo-
vakian business environment by undermining its w@@pnomic stability.
An implementation of quality management, environtakmanagement
and social responsibility standards into activibésompanies of the Baltic
countries and Slovakia expanded even in the pefidastability in macro-
economic business environment. An assessment afdsses approach to
CSR by individual examples revealed that sociadgponsible companies
actively integrate CSR activities. The developmehtCSR activities is
beneficial for companies, society and natural emvirtent. According to
Hys and Hawrysh (2013, pp. 27-33), the same temelemere established
in Poland. The implementation of socially respoles#ictivities was gain-
ing more and more recognition in Poland even inri@ments of crisis
because CSR activities to some extent could helpa®ase efficacy and
efficiency of actions. As Dedina and Dedinova (204tated, every year the
implementation of socially responsible activitiesthe Czech Republic is
increasing because the development of CSR is cehatth companies’
success in the current competitive environment.

But in accordance with Janssenal. (2015, pp. 183-192), companies
have to show that they care for and consider tlveldpment of CSR seri-
ous especially in crisis situations, because aipycslin give a contrasting
effect. The development of CSR is particularly impot due to its wide
range of potential benefits. Socially responsildmpanies are increasingly
active in integrating CSR activities, but the psx®f integration is still
going slowly by the existing management style deddrganization culture
in all countries under consideration. The aware@esscompetence of all
stakeholders, i.e. shareowners, customers, suppdigployees, the author-
ities and local communities, is necessary for nveei-run development of
CSR principles and practices.

Conclusions

CSR is generally understood as being the way througich company

achieves a balance of economic, environmental awiblsimperatives,

while at the same time addressing the expectatiball stakeholders. CSR
as management tool is useful for development andeimentation of suc-
cessful company’s strategy. The development of @&Rities presents an
opportunity to create shared value that is a megwiitenefit for the socie-
ty, also valuable to the business.
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Macroeconomic factors directly or indirectly affebe economies and
all of its participants, including business anddézisions or actions. Infla-
tion, unemployment rate, consumer confidence lewelsession and de-
pression are factors of macroeconomic environmémtiwimpact business
decisions and also their attitude to corporateadaesponsibility. The im-
pact of macroeconomic factors on development dédiht social respon-
sible activities is various.

The carried out analysis showed that strong sadlios@l ties, favoura-
ble political-legal climate, expansion of technatad and scientific innova-
tion have a positive impact on CSR developmentiriss is increasingly
interested to act in a responsible way, to takparsibility for the impact
on the society, which it is a part of, at the sdimee to contribute to the
development of favourable and progressive extezngironment. Climate
change and the continuing ecological crisis enféocevolve business in
environmental issues. The rising inflation and grmwunemployment rate,
lost consumer confidence results in a greater esiplofi business on social
and economic solutions. On the basis of those tsestdgardless of the
changing macro-environment, economic and non-ecanobusinesses,
like and general public, are more and more actiwagtributing to the
promotion of CSR ideas and practice.
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Annex

Figure 1. Elements of business macro-environment
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Figure 2. HICP-inflation rate, annual average rate of change, in percent
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Figure 3. Unemployment-annual average, percentage of active population, in
percent
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Figure 4. Real GDP growth rate, percentage change on previous year, in percent
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Figure 5. Number of organizations introduced quality management system as per
international standard 1SO 9001, in units
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Figure 6. Number of organizations introduced quality management system as per
international standard 1SO 14001, in units
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