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= EXECUTIVE
SUMMARY

The main aim of this study was to assess the level of Cor-
porate 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 harmoniza-
tion, competitiveness, and social cohesion in the EU” implemented
by the United Nations Development Programme Office in Lithua-
nia together with UNDP Offices and local partners in the Project
countries: Poland, Hungary, Lithuania, Slovakia, Croatia, Macedonia,
Bulgaria and Turkey. The project is financed by the European Com-
mission and the United Nations Development Programme.

The research was carried out in February-May 2007 by a
team of two international CSR experts Mr. Mark Line (csrnetwork
Itd., UK) and Mr. Robert Braun (Braun&Partners Ltd., Hungary), who
were responsible for developing a common methodology for desk
research and interviews with companies and stakeholders across
the Region, and 8 national experts’ teams (NETs) from Poland, Hun-
gary, Lithuania, Slovakia, Croatia, Macedonia, Bulgaria and Turkey
(for a list of NETs see Annex 2), who were responsible for applying
the methodology in their countries and producing national baseline
study reports on CSR. This report sets out the international team’s
synthesis of the substantive work completed by the national ex-
perts.

The study is unique in the region, because it is the first com-
prehensive study on CSR situation presenting:

= The regional context of CSR as it was available in publicly
available documentation at the outset of the project

= The actors involved in CSR promation in the region

= A detailed analysis of company engagement with CSR

= The development of country level indicators and a prelimi-
nary, baseline scorecard for the region

= Recommendations based on the findings of the baseline
research

As CSR as a term attracts different interpretations, the au-
thors emphasize right from the outset the definition applied in this
study. The Baseline Study was concerned with:

“The management of, and response to, social, environmental, broad-
er economic and ethical issues — and the extent to which businesses
are responsive to stakeholder expectations on these issues”.

Overview of main findings

Throughout the Region, contrary to the experience Western
Europe it appears that it is businesses themselves — supported by
local, membership based husiness organisations, like the Business
Leaders Forum Network, and international institutions, like UNDP, —
that are currently the main agents of change.

The direct involvement of Governments across the Region is
diverse. Different ministries at different governmental levels deal
with questions related to CSR, although none is really yet taking a
lead role. In most of the countries of the region, systematic govern-
ment incentives and initiatives for social and environmental per-
formance are generally missing. Due to the socialist heritage, there
is a general perception however, both in the business community
and the public at large, that social responsibility and welfare is the
primary role of government.

The awareness, ability and organisational power of NGOs to
put pressure on business and government are limited. Existing NGOs
commonly see the business community as a source of funding. Giv-
en the economic history and ongoing transition process in most of
the Region, it is perhaps not surprising that there is relatively little
discourse with companies or a tradition of criticism — constructive
or otherwise.

Generally, the media in the Region is failing to hold corporate
actors accountable for irresponsible business activities. Only limited
consumer research is available regarding consumer expectations to-
wards 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. By far the most important international
organisation actively participating in the promotion of CSR in the
Region is UNDP and the Global Compact initiative. In most of the
countries of the Region, this work integrates well with the efforts of
membership based business organisations that understand the long
term need for a more responsible way of doing business and also act
as agents of change in promoting the idea and practice of CSR.

These observations have a significant impact on the practical
application of CSR at a conceptual level in the Region. A dynamic
dialogue between business and society is broadly regarded as an
essential driving force for responsible business practice. Without it,
the expectations made of companies will be limited and although
this may lower business risk in the short term, it also means oppor-
tunities, though market development and innovation are lost.

The company level research suggests that, in most of the
project countries, it is more often foreign, multinational companies
with long-term commitments to local and global economic success
that are key corporate drivers of the social agenda. These companies
are, in most cases, applying general standards of corporate govern-
ance, transparency, management systems and operational tools.
They have imported their own models for CSR, though application
of global standards of business operation in local operating environ-
ments.

The summary data from 288 companies across the 8 coun-
tries has provided a new level of detail into the baseline. The over-
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all results suggest, for example, that companies are more open to
the concept of expressing a CSR strategy and engaging in dialogue
with stakeholders. There appears to be less uptake of CSR related
governance practices, performance management or public disclo-
sure — and very little use of assurance processes to build rigour, at
least in a CSR context.

Measuring international progress in CSR, which remains a
relatively new business concept, requires consensus on what is be-
ing measured. One of the benefits of this project was that it enabled
professionals working in eight countries to work together using a
common methodology, which has already promoted a greater level
of mutual understanding. A simple, but significant finding from this
exercise is the need to build upon the lessons learned and promote a
common appreciation of how to measure CSR practice at a company
level across the Region. This is, however, a general issue that is not
unique to this Region, it is driven in part by different cultural and
business backgrounds internationally and countries that are at dif-
ferent stages of the adoption of various CSR practices.

Developing acommon

measurement framework

The authors of this report were also responsible for proposing
country level performance indicators for CSR. Defining such indica-
tors provides the opportunity to condense our broad understanding
of the baseline into a series of simple measures, which can be used
to track progress in the Region. The proposed framewaork is based
around four areas of measurement (which are built around aspects
relevant to CSR):

1. Legal and political environment

2. Civil Society Context

3. Company response — reporting

4. Company response — application of standards

The baseline research suggests a number of candidate per-
formance indicators that could become the basis of an ongoing
measurements system, supplemented by other existing measure-
ment initiatives that could be drawn upon to provide greater rigour
to the approach. The basis for the proposed measures draws heavily
on experience elsewhere, significantly in Western European coun-
tries and also the programmes of large multinational companies,
typically headquartered in the USA, Western Europe and Japan. The
approach should be generally applicable, but needs further debate
by the countries involved in this research, to set the work in the
context of the Region.

As an experiment, the conceptual framework was applied to
the countries in the Region and the approach is offered as a possible
route for tracking the pace of change in the future.

Overview of recommendations

The challenge to progress posed by gaps in the common
understanding regarding developmental priorities and good prac-
tice was demonstrated through this baseline research. The authors
conclude by recommending that a further developmental process
should be considered by the Project Initiators, leading to a still
greater mutual understanding of CSR management issues among
all actors in the Region. They put forward a range of recommenda-
tions:

Tracking acceleration on CSR in the Region:

= Adopt the structure of this baseline for future work;

= Build consensus on country level indicators;

= Establish a mutual understanding for future developmental
priorities;

= Seek to co-opt other country level measures that are rel-
evant for CSR.

Legal and political environment:

= National Governments should identify a named Depart-
ment to lead on CSR issues;

= National Governments should consult widely with inter-
ested parties on CSR;

= National Governments to develop National CSR strategies;

= National Governments should lead by example — produc-
ing Government level Reports, integrating CSR issues into public
procurement and adopting relevant legislation.

Civil society context:

= Project Initiators to enable further development of civil
society organisations in the Region(specific recommendations are
presented in the main report)

Company reporting on CSR:

= Project initiators to support the further development of
good reporting practice by companies in the Region (specific rec-
ommendations are presented in the main report).

Company Adoption of Standards:

= Project initiators to support the further development of
good management practice by companies in the Region (specific
recommendations are presented in the main report).






