Reports of the National Academy of sciences of the Republic of Kazakhstan

REPORTS OF THE NATIONAL ACADEMY OF SCIENCES

OF THE REPUBLIC OF KAZAKHSTAN

ISSN 2224-5227 https://doi.org/10.32014/2019.2518-1483.37
Volume 2, Number 324 (2019), 56 — 62

VK 33: 2964

A.Boltayeva ', R.Olzhabayeva >, A.Makhatova °, D.Dossalyanov *

"PhD student, Caspian University, Almaty city, Kazakhstan;
*PhD student, Narxoz University, Almaty city , Kazakhstan;
*PhD, Narxoz University, Almaty city, Kazakhstan;
*PhD, Narxoz University, Almaty city, Kazakhstan;
E-mail: b_aika01l@mail.ru

TRENDS IN THE DEVELOPMENT OF UNDERSTANDING AND
PRACTICE OF SOCIAL RESPONSIBILITY OF BUSINESS IN
KAZAKHSTANI BANKS

Abstract. The global financial crisis has actualized the problems of enterprises and has focused attention on the
need to restore trust in banks through corporate social responsibility. In this regard, social responsibility in the
modern world is perceived not only as a charity, but also as an effective activity that enhances the business reputation
and capitalization of the banks.

The article analyzes the results of conducted specialized studies that demonstrate the level of awareness of
business entities in Kazakhstan about the social responsibility of business, as well as understanding the concept of
social responsibility of business by various stakeholders.

In the author's opinion, in Kazakhstan it is necessary to improve the system of social responsibility of business,
to develop an analytical tool for the effectiveness of its functioning, to determine the procedure for the preparation
and audit of social reporting at the legislative level.

Key words: State, socicty, entreprencurialism, banks, social responsibility of business, social reporting,
principles of social responsibility of business.

Introduction. The development of the idea and the concept of corporate social responsibility have
come a long way, and have achieved worldwide public recognition. According to the results of numerous
studies, the world's largest banks are increasingly aware of the need to actively develop and implement
CSR policies, and progressive states - to support and stimulate the introduction of such policies. Strangely
enough, it was the crisis that actualized the problems of enterprises and focused attention on the need to
restore trust in banks through corporate social responsibility. For example, a study conducted in the
European Union in 2018 showed that just over half of the citizens (51%) of European countries believe in
the positive impact of banks on society, and 4 people out of 10 believe that the influence of banks on
society is negative. At the same time, representatives of dynamically developing economies of the BRIC
countries, on the contrary, believe in the positive role of banks, for example, 79% of Brazilians agree with
such statement [1]. Thus, the role of CSR as a tool that increases the credibility of business is significantly
growing.

Methods of research. As part of this study, the following methods of collecting primary and
secondary data were used: the study of analytical reports, studies, articles and other materials that are
publicly available.

Used research methods: interpretation of interviews, comparative analysis, case study, literature
study.

Results and discussion. The CIS countries have their own peculiarities of CSR development,
namely: the insignificant influence of governments on the formation of the national CSR agenda, the
strong role of international institutions and donors in the development of the CSR concept (UN, EU,
embassies of European countries), the insignificant role of public and expert organizations, as well as
media in the formation of CSR [2.3]. It is worth mentioning that regulatory tools (laws, government
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regulations and programs) are still an incentive for businesses to implement CSR in the CIS countries. In
the future, the CIS sub-model may gradually transform into the European model, which is connected with
political and economic integration processes. However, this process will not be rapid.

Nevertheless, even today, 13 large banks and 11 public organizations of Kazakhstan have become
participants of the UN Global Compact (hereinafter - the GC) (Fig. 1.).
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Fig. 1 — Number of participating banks of UN Global Compact (Facts from 2018)

If we talk about other CIS countries, then the diagram below shows that Ukraine is the leader in
business participation in the GC. At the international level, 55 Ukrainian banks are represented in the GC.
It should be noted that Ukrainian business already regards CSR as a competitive advantage and part of its
business strategy. The banks of Kyrgyzstan, Tajikistan, Turkmenistan and Uzbekistan are not represented
in the UN GC. Thirty-five participating banks represent Belarus, Russia is represented by 28 banks [4].

Most banks consider the lack of legislatively approved incentives to be the main factor hindering
CSR. In Russia, a significant role in the development of CSR is played by business associations, state
corporations and public organizations. Significant successes were achieved by Russian banks in the
preparation of non-financial reports: about half (46%) of the 100 largest Russian banks make non-financial
reports (for comparison, in Ukraine, among 100 largest banks, only 9 make non-financial reports).
However, often CSR projects of Russian banks are of a charitable nature and are most often the decision
of the owner of the corporation, rather than part of the corporate CSR strategy. It is worth noting that
every year there are more initiatives and associations. From year to year, the number of banks that make
non-financial reports in accordance with the Global Reporting Initiative (GRI) is increasing, reporting on
numerous CSR indicators in the economic, social, environmental and other fields [5.6]. At present, the
draft of the manual on integrated reporting, combining the disclosure of financial and non-financial
indicators in one report has already been submitted.

Large studies on CSR in Kazakhstan have been conducted several times. One of the first studies of
2008 was conducted by the United Nations, and the last in 2013 by the Research Center Sandzh. The latest
study showed that over the past five years the level of awareness of CSR among business representatives
increased by only 3 percent (from 60 to 63 percent) [7].

Awareness of business about CSR.

Awareness is one of the important conditions for promoting the principles of corporate social
responsibility. As the survey showed, 63% of respondents are familiar with the concept of CSR (Fig. 2.).
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Fig. 2 — Awareness of business about CSR in Kazakhstan, %

Awareness has an essential link to the size of the business. All representatives of large businesses
report that they are familiar with the concept of CSR (100%) [8].
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Fig. 3 — Awareness of CSR of businesses of various sizes, %

In the medium-size business more than half of the respondents (70%) have heard about CSR. Small
businesses accounted for less than half of the respondents (47%).

These studies confirm that representatives of small business are the least informed. Reasons: there is
no interest of the leaders themselves in CSR; limited opportunities for small businesses that impede the
development of CSR practices (insufficient turnover, lack of CSR experience and practices, low legal and
qualification literacy) [9.10].

Understanding of CSR by business.

If a decade ago, under SR, many of the Kazakh banks understood only compliance with legislative
norms and implementation of social projects, but now they also talk about long-term success based on the
management of social and environmental risks, and the contribution of business to the country's
sustainable development. That is, the quality of understanding of these processes has increased [11].
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Fig. 4 — Awareness of CSR of businesses of various sizes, % of businesses responding affirmatively

First of all, the majority of respondents in the CSR concept include the introduction of social
packages / programs in the enterprise and the improvement of working conditions for their own personnel
(83%). Other items most often associated with CSR are charitable assistance to society (59%),
development and training of their own personnel (54%), participation in development programs of their
region (52%). 80 74 61 Foreign enterprises Joint ventures Kazakhstani enterprises 17 equally associate
CSR with the implementation of environmental projects (40%) and ecthical and responsible attitude
towards consumers (40%), partners (39%) and suppliers (35%). Less commonly, the concept of CSR is
associated with a policy of respect for the rights of shareholders or investors (31%), open disclosure of
information about the bank's activities (30%) and opposition to corruption (27%). Comparison with the
results of 2008 shows that the introduction of social packages / programs and the improvement of working
conditions for their own personnel remains as the most often called item, and its role compared with the
previous result has increased (68% in 2008 and 83% in 2013). In addition, the frequency of mentioning
participation in the development programs of their region (42% and 52%), the policy of respecting the
rights of sharcholders (15% and 31%), and providing information about the company (15% and 30%) have
mcreased [12.13].

In terms of the size of business, we note that regardless of the size of the business, first and foremost,
CSR is improving the working conditions of personnel, the introduction of social packages / programs.
The difference is only in the shares of positive answers (small business - 78%, medium - 83%, large -
89%). The fact that this component for business is on the first place speaks about the recognition of the
importance of being accountable to employees, who in principle determine the development of the banks
[14].

Conclusion. Replacing these gaps is a prerequisite for the effective application of CSR tools in
practice, thereby increasing the competitiveness of Kazakhstan's business and promoting sustainable
development of the country.

More modem study prepared by the Center for Legal Policy Research in 2015 with the support of the
British Embassy in Astana is complementing the picture. The study is done in a case-study format, which
examines specific examples of how 30 different banks in Kazakhstan (public, private, international) are
building their work in the field of CSR. The study showed that number one among the projects is a one-
time assistance to those in need and other manifestations of charity; next — projects supporting the
development of communities; third — the rights of consumers. Projects related to environmental protection,
improvement of labor practices and corporate governance are much less common. In general, there are no
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projects on human rights and fair competition. This is a good illustration of the level of understanding of
the goals and objectives of CSR by the top managers of banks in the country [15.16].

In this regard, it is necessary to note positive trends in the development of CSR in Kazakhstan:

First, CSR has the support of the President of the RK, who announced that in 2008 at the forum in
Zhezkazgan.

Second, the practice of preparing non-financial reports is becoming more widespread.

Third, this year the national standard on CSR “ISO 26000 was adapted and adopted.

Fourth, the National Chamber of Entreprencurs included CSR in its agenda and is taking steps to
promote CSR as a tool among businesses.

Fifth, in connection with the plans of Kazakhstan to enter the “clite economic club” - the Organization
for Economic Cooperation and Development (OECD), the issues of CSR will be repeatedly raised and
initiated at the highest level [17].

Over the past year, Kazakhstan has managed to improve its position on the international rating of
Doing Business valuation by 16 points from 51 place in 2016 to 35 currently. The authorities understand
what the rating is, and whether the strengthening of the principles of corporate social responsibility (CSR)
can help Kazakhstan strengthen its position in the rating [18.19].

However, in response to the most important question - can CSR become the driver of growth for
Kazakhstan in the Doing Business rating - the opinions of the experts differ. The Ministry of National
Economy noted that “the methodology (rating Doing Business - V.) does not provide an indicator for the
development of corporate social responsibility, thus the development of CSR can not affect the position of
the republic in the ranking.”

In “Atameken”, the situation is more optimistic. They believe that the main reason why banks become
‘socially responsible” is their focus on long-term business success. Responsible business is always stable
and attractive, including for investors. They are convinced that many businessmen have already shown
their active position in social, educational, environmental projects. Now, “it is important to support
business in these initiatives, carry out systematic information and explanatory work, popularize such
experience, and also motivate the private sector to deeper manifestation of social and environmental
responsibility” [20].

Of course, such an approach can help Kazakhstan get to the top-line in Doing Business, despite the
lack of a “CSR” indicator in the rating. However, it is more correct that the end in itself is not the rating,
but the improvement of the conditions in which the Kazakh business is developing today [21].

YK 33: 2964
A.A. Boaraesa', P.JK. Oszka6aesa’, A.B. Maxarosa’, JI. locansmon®

'PhD moxtopantsl, Kacnmit yausepcnteti, Anmvarsr, KasaxcTam;
*PhD poxropantsr, Hapxos yrmBepcuteti, Amvatsr, KasakcTam;
’PhD, Hapxo3 yHusepcHTeTi, AmMatsl, KasakcTam;

*PhD, Hapxo3 yHusepcuteri, AnMatel, Kasakcran

KA3AKCTAHJBIK BAHKTEPJAEI'I BUSHECTIH 9JEYMETTIK )KAYAIIKEPHILIIT'T TYPAJIBI
TYCIHIK IEH TOXIPUBEHI JAMbBITY TEHAEHIIUAJAPBI

AHHOTAINA, OICMIIK KAPKBUIBIK JAFIAPHIC KOCIMOPBIHAAPIBIH MPOOICMANAPBIH  ©3CKTCHIIPAI KOHC
KOPHOPATUBTIK QJICYMETTIK YKAYANKEPINITK apKbUIbl OAHKTEPIE JETCH CCHIMIH KAJNIbIHA KEJATIPY KAKCTTLTITiHE
GarpITTanran. OChIFaH Opai, Ka3ipri dJeMICTI SJICYMETTIK JKay allKePIIiTIK TEK KAHBIPHIMIBLIBIK PETIHAC FAHA EMEC,
COH/Ial-aK OAaHKTEP/IIH ICKEPIiK Oeei MEH KaMTATIAHABIPY bIH KYIICHTETIH THIM1 KBI3MET PETIHAE /1€ TAHBLIAIBL.

Maxkanana KoCImKepsik CyOBEKTLIEpIHIH OM3HECTIH QICYMETTIK »KAyamKEpPHIri Typajbl aKHapaTTaHABIPY
JICHTCHIH KOPCCTCTIH MAMAHIAHJBIPBLIFAH 3CPTTCYICPIIH HOTIDKCICPi, COHAAH-AK TYPIl MYZOCITI TapanTapIbIH
OM3HECTIH QJICYMETTIK KAy aIKEPIILIITI TYKBIPHIMIAMACHIH TYCIHY TaJTIaHAIBL.

ApropnapaeiH mikipinme, KasakctaHaa OW3HCCTIH OMCYMETTIK JKAyamKSPIIiIri >KYHCCIH KCTIIAIpPy, OHBIH
JKYMBIC ICTEY THIMAUITIH KAaMTaMachl3 €Ty YINIH AHAJTHUTHKAIBIK KYPajabl d3ipiey, 3aHHAMAIBIK [CHICHIC
QJICYMETTIK eCeTt Oepy Al JaibIHAAY KOHE ayUT KYPTi3y TOPTIOiH aHBIKTAY KaXKCT.

THifiH co3aep: MemickeT, KoraM, OU3HEC, OAHKTEP, OM3HCCTIH QNICYMETTIK KAy amKePIIiTITi, 9JICYMETTIK €cen
Oepy, OM3HECTIH 2NICYMETTIK KAy AKEPIILIITi IPHHIUITEP].
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TEHAEHIINU PAZBUTHS HIOHUMAHWS A IIPAKTHKA
CONUAJBHOU OTBETCTBEHHOCTHU BU3HECA B KASAXCTAHCKHX BAHKAX

AnHoTanusa., MupoBOH (DHHAHCOBBIH KPH3UC AKTYATH3HPOBAN MPOOICMBI MPCIMPHUATHH H COCPCIOTOTHIT
BHAMAHHC HA HCOOXOJAMMOCTH BOCCTAHOBJICHHS TOBCPHSA K OAaHKAM TOCPSACTBOM KOPIIOPATHBHOHN COLHMAIBHOMN
OTBCTCTBCHHOCTH. B CBS3H ¢ 3THM conruaaIbHad OTBETCTBCHHOCTD B COBPEMCHHOM MHPE BOCIIPHHUMACTCS HE TOJIBKO
Kak 0JaroTBOPUTEIHHOCTh, HO M KaK 3(PPEKTUBHAA JCITCIBHOCTb, KOTOPAS MOBBIIIACT JCJOBYIO PEIyTALMIO H
KaIlNTaIA3aAIHI0 OAHKOB.

B craTtee AHATTU3UPYROTCA PE3yJabTaTbl NPOBCACHHBIX CHCIUATA3HPOBAHHBIX HCCHGI[OB&HHﬁ, KOTOPBIC
JEMOHCTPUPYIOT YPOBCHb OCBEIOMIICHHOCTH CyOBEKTOB Om3Heca B Kaszaxcrame O COIMAIbHOW OTBETCTBCHHOCTH
Om3HEeCa, a TAaKKE MOHMUMAHWE KOHICNIUH COUHATLHOM OTBETCTBEHHOCTH OM3HECA PA3NMMHBIME 3aHHTCPECOBAH-
HBIMY CTOPOHAMH.

ITo mHeHUIO aBTOPOB, B KazaxcTane HEOOXOAMMO COBEPHICHCTBOBATh CHCTEMY COIMATIBHOH OTBETCTBEHHOCTH
Om3Heca, pa3padoTaTh AHAMMTHYCCKUH HMHCTPYMEHT i1 oOecrieueHHs 3PPEKTUBHOCTH €ro (P)yHKIHOHHPOBAHM,
OTIPEACTHUTH MOPSIOK MMOJTOTOBKH U ayIUTA COLMAIBHON OTYCTHOCTH HA 3aKOHOJATEILHOM YPOBHE.

KimoueBnie cioBa: I'ocymapcTo, 0OIIECTBO, MPEATNPHHAMATEILCTBO, OAHKH, COIMANBHAS OTBETCTBEHHOCTH
Om3HECa, COIMATBHAS OTYETHOCTD, IPHHIUIIBI CONMAIBHOM OTBETCTBCHHOCTH OHM3HECA.
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