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The paper identifies social inequality issues in Russia. It looks into models of CSR practices as one of the possible ways of overcoming  inequality and stimulating effective economic growth. The analysis takes into consideration state – local government- social partnership schemes as possible answers to exclusion. An overview of the impact of politics on business social activities is given. How does global market involvement affect social policy models? Are CSR practices in their present form “foster children” of globalization or heirs to a Soviet legacy? Can the corporation  serve  as a model of “good citizenship”? What does this model imply for Russia? Is big Russian business becoming a global or a predominantly regional scale actor and how do its’ networking activities contribute to development at subnational level and to regionalization perspectives? These are key questions for governance – a sphere far beyond current political issues. The research paper provides empirical data on these problems and  proposes insights into political agenda formation in Russia.
Fifteen years of institutional change in Russia provide a solid background for assessing the results of the transformation process and for working out possible solutions for an effective development in a global world. Although a theoretical paradigm of post-communism transformation processes has not yet appeared (Zaslavskaya 2004), most analysts working in the field share the opinion that swift changes are not on the Russian agenda anymore. Reshuffles in the institutional framework tend to be less spectacular and the problems to solve require long term answers.
 Reforms in the social sphere undertaken over the past months did tend to proceed quickly in trying to give seemingly easy and abrupt solutions to  long term social problems. But money refunds for social benefits previously guaranteed by the state provoked an outburst of indignation from the elderly population and this persuaded the elite to overrule some of the decisions taken both on the regional and on the federal level. The same is true for the public utilities reform – a sphere the state is trying to make self-dependent and commercial. But in a country where extremely low incomes of a vast social strata become a permanent headache, the Gini index tends to stay high (45.6). About 1/5 of the population live under the official poverty line, and the earnings of the vast majority go into food and short-term spending. This positions us near China by social criteria, unfortunately not in terms of  quality of economic growth.  (Human Development  Report 2004). According to World Bank data, 50% of the Russian population are either poor (incomes lower than 4,3 USD a day), or paupers (less than 2,15 USD), while  self-estimates of social status bring this number down to about one third of the population (Levada Centre 2005). The quality of social services accessible tolow income groups is quickly deteriorating, and possibilities to compensate through the use of alternative resources become more limited
State, business and society

.
There is an wide consensus in Russian society today over the necessity of  a national development project. It’s aim is to raise living standards and to stimulate  growth by means either than raw material exports. But there is no common approach in the elite as to what the driving  forces and the  most important goals of such long-term development are to be. Options range from an industrial policy coordinated by the State to an ultra liberal approach popular among the new elite of 1990s. The population is more on the side of state interference and of up keeping a strong state presence in the social sector. A new trend is redistributing resources and responsibility to the subnational level – a “devolution” of responsibilities for social expenditure to the regional level.

Strong players in this field are the powerful economic actors who have monopolized the main sectors of the national economy. The close interdependence between the business and the political elite places any credible analysis of business priorities in the social sphere in a political context. This is not the topic of the present paper, but the evaluation of political pressures  cannot be put aside even if  the subject of YUKOS and similar spectacular events are avoided .
 There is no wholly reliable data concerning the role of the state and of the private sector in GDP production. Estimates attribute from 2/3 (Chubais) to 3/4 (the Ministry for economic development and commerce) to the private sector. But spectacular data is available on the role of the political elite in managing leading national companies. The estimate is that nearly all (over 30 out of 35) companies accounting for half of the GDP are controlled by influential political figures. These include the head of the presidential administration D.Medvedev who chairs the Board of  Directors of Gazprom, vice-premier A.Zhukov  occupying  the same position in the  state railway company with V.Yakunin from the St.Peterburg group as its head, manager, industry and energy minister V.Hristenko as head of board in Transneft, presidential aid V.Ivanov – in Aeroflot and presidential press-secretary A.Gromov on the board of the First State TV Channel (these being only the most well-known figures). The recent elections of the new president of the Russian Union of Industrialists and Enterprises , the “voice” of big Russian business that emerged at the turn of perestroika under A.Volsky, gives a good insight into the  character of present state – business relations. Alexandr Shokhin, a figure close to Kremlin circles and representing big private business, was   the political elite favored candidate and he won. The critical approaches that Volsky sometimes “dared” to have are expected to diminish with this change of guard, a “constructive dialogue with the political elite and civilized lobbying” are declared to be the main goals of the business community.

From what has been  said above one can form the opinion that direct political representation in the economic sphere is considered to be the most effective way of business and politics interaction. There is a no less spectacular tendency to lance big business into regional level politics. This was the initiative of private companies like YUKOS some time ago with company representatives winning regional elections. Under  the administrative reform carried out by Putin last year (one of the decisions taken was to give  the Kremlin sole priority in choosing candidates for governor for a further formal approval by the local executive body) several such postings have already been made. The list is headed by A.Hloponin (Krasnoyarsk region), D.Zelenin for the Tver region, N.Darkin for the Primorsky region (Far East), A.Kanokov in Cabardino-Balkaria and with several other candidates representing business on the waiting list. The notorious Roman Abramovich is once again running for Chukotka, a region now rating among the well-off in the country. There a feedback of lobbying possibilities and resource redistribution for the benefit of local budgets. And business is not necessarily run in the particular region headed by the person in question.

With this exchange of resources and influence powerful networks are emerging . The big economic actor – the corporation - is looked upon, regardless of its character of property, as a leading figure in establishing    effective governance models in a country like Russia where governance issues closely intertwine with  the development of territories. Business can test models of corporate governance at regional level. It can build up political influence in return for redistributing some of its resources for local benefit. It is priorly at this level that corporate social responsibly programs are run and tested. Resource redistribution can contribute to moving along the path of becoming “good citizens”.

The debate whether “corporate citizenship” concepts are applicable to the future aspirations of Russian business and to its’current social activities has been going on for some time now.(Corporativnaya sotsialnaya otvetstvennost 2004). Can  “stakeholder” interests   be considered as important when interest articulation remains at a low level even inside the business community itself? And bearing in mind the XX century economic legacy when business and the state were one? Changing economic infrastructure appears to be a relatively short-term process as compared to changing mentality patterns based on paternalistic expectations. The  dismantling of the social sphere at economically unsuccessful plants (very vivid examples are the Moscow truck giant ZIL and the Moscow car factory Moskvich) has  led to a drastic fall in the quality of life and of social well-being of a substantial part of the population .Big professional groups linked to state production have suffered a dramatic loss in social status. Those who have not managed to adapt to the present situation still look up to the state for support. And not without reason. It would be enough to say that the average pension level amounts today 31% to of the average salary. And the pension reform launched two years ago is not expected to affect the well being of those who today are over 40. Other sectors of social welfare are on the waiting list. The results of social change are a important factor of raising trust in state institutions. This level of trust remains (with the exception of the Presidency) extremely low but it “coexists” with the paternalistic mentality complex i.e.high expectations of state interference in the social sphere. Big business is positioned in this range of low-trust institutions.

CSR models for Russia

What the are the expectations towards business and how  is business prepared to meet them? Of course, there  are formal criteria of evaluation like social reporting. Formal social reports issued by corporate business number 12 as of September 2005, but the process is gaining momentum and the present year seems to be turning point in this sense. This formal approach supports the idea that CSR in Russia is an emerging reality, especially for companies seeking to comply with international standards.  The Russian managers association has opened a Deposit of social programs and CSR reporting and it  makes a regular assessment of companies social involvement

 But how far can current social practices be judged by formal criteria? CAF (Charities Aid Foundation Russia) gives an estimate of 17% of profits invested by Russian companies into charity projects (about 1,5 mln USD in 2003), the figure for leading Western companies is 2-3%. Russian managers association comes up with a figure of 8 to 30% after tax exemption.(Коmmersant Social Report 2005).

However these and other similar figures are impossible to verify. Some social reports appear with  no or very scarse figures (see the Alfa Bank Social Report 2005). The standards used are different ( but AA 1000 and GRI are most common). The data available on the subject is based on official corporate publications and interviews with the managerial staff. The oil industry is more interesting in terms of formal information and international standards compliance. The companies of the sector  have started working on a positive social and environment friendly image by promoting social responsibility projects. (Peregudov 2003). According to LUKOIL (a company rooted in 60 Russian regions), “social responsibility means a companies’ responsibility for the territory in which it operates”. It is “interested in creating a climate that can promote effective work”. The main stakeholders as seen by the company are society in general, the state, the company partners, its employees and corporate pensioners. Environment – friendly initiatives are the main priority for this particular corporation – a leader in social activities and in partnership schemes at the company level.
One of the main problems here probably unknown to companies and experts working out of  Russia is the overall level of public apprehension towards corporate social initiatives. About one half (48, 8%)of the population,  according to poll date (Institute of complex social studies),know practically nothing about corporate social activities.  They are still regarded by the majority of the population as a form of tax evasion, even though the law overrules possibilities of tax exemption on charity work. This is one of the reasons why social expenditure is so difficult to verify- a substantial part of it still hidden in the “shadow” sector of the economy. And shadow practices that “fall out” of the legal sphere are overall still considered to be most effective levels of interest promotion, be it in private life or in the public sphere. Formal institutions are not regarded as an effective solution to everyday problems. Formalizing corporate social practices is no exclusion, although some companies have started working at changing this approach. 

A group of leaders in CSR practices has emerged over the past few years. These are territorially based companies. They are by character of activity incorporated in local community development, and this characteristic makes them, whether they want it or not, leaders in social infrastructure projects. LUKOIL, SUAL (Siberian-Urals Aluminium Company (Cheboksary), the Norilsk Nikel are among the most prominent examples. (Socialnie technologie 2005).All these companies are leaders in tax cotributions in the regions of their location. By branch of industry  chemical plants, the timber industry, the oil and the metal industry take the lead. By field of activity employee development programs, security  at the workplace and working conditions,  local community development, transparent business activities and social reporting are the main priorities. Business itself says that “normal charity” is already the reality of Russian entrepreneurship today and sees the approach towards social activities as systematic. Taxes on charity remain a problem and the lobbying activities of big business are directed at tax abolition. This, however, is not the only problem and certainly not the most important one. Legal regulation in general is a sore point. Over 3 thousand amendments were  introduced in the State Tax Code alone over the past 3 years. Local governments are ineffective in resource management, the results are often miles away from the money invested. Corruption is another notorious sore point.  Playing “ watchdog” in these circumstances becomes  a “normal” business practice.

The political elite at the federal level and local authorities at the regional and community levels still see the corporation as a milch cow. Informal taxation continues to be regarded as the most effective resource of meeting current political and social needs and this goes hand in hand with the overall social apprehension towards big business. Fresh opinion poll data (Summer 2005, 45 regions polled by Levada Centre) give a brilliant illustration to the  point. The question concerned an evaluation of the impact of national big business for national development. 39% gave a positive judgment ( as compared to 45% two years ago), while 49% (previously 38%)considered it to be to the detriment of national development. Business is considered responsible for environment problems, but only 3% of public opinion feel that it must be held responsible. Responsibility is delegated to the authorities. Making business socially responsible is generally regarded as a  priority of state activity. Hence any collision of the authorities with business, regardless of motives or interests at stake, leaves the majority either untouched or diffident towards “what business is really up to”.

On the other hand, expectations towards business are clearly voiced and they point towards spheres of social activities where the state is ineffective as a resource manager. These include healthcare, education and culture, creating new workplaces and helping the socially disadvantaged. Business places paying taxes and creating new work possibilities among its first priorities. In everyday life, however, this implies effective resource management and up keeping. So the local authorities become by perforce the most important stakeholder and partner. 

The Perm region – a huge territory expanded now by  referendum to an extensive and meagerly  populated Komi-Perm district – is characteristic of how CSR activities are gaining momentum at the local community level. The main partners here are the local authorities and this experience of cooperation is regarded by the company as a positive one. Paying taxes does not solve the problem of an effective use of available resources. The company carried out a research project evaluating local government expenditure, and a very low level of project culture in the social sphere emerged as the main problem in effective resource redistribution. Social expenditure was poorly structured and poorly targeted. LUKOIL sponsored training programs that addressed state and local government officials.

 Social project fairs are another popular model of sponsoring initiatives important for the development of the local community. They bring together local government, business and civil society groups. Civil society organizations are usually mentioned as partners in CSR activities. More often than not they are also the beneficiaries. An estimate of over 300,000 associations and groups of different levels of activity is usually quoted as currently existing in Russia, but effective cooperation develops mainly and in many cases solely on the local level. Social partnership bodies at the regional/town level are active under the auspices of local authorities and  depend on their willingness to initiate some form of dialogue.

The Norilsk Nikel: a model company nolens volens
The Norilsk Nikel, a company employing about 60,000 with an overall dependency of 400,000 (those living in towns where the company is the major employer), a leader in nickel (20%), cobalt (10%), copper (3%) and  platinum metals manufacture (40% of overall world production) has produced a fresh social report, the first in its history, in late September. It covers the previous two years. The declared official aim is stimulating “a growth of trust” on the part of corporate stakeholders – employers, business partners, the local community, state institutions, the media, international organizations. Social dialogue principles are proclaimed and interest harmonization is declared a “company value”. Special attention is paid to a social appreciation of the companies’ activities, including high ratings in corporate governance and in capitalization( FT rating  among 7 Russian leaders in the Big 500). The corporate magazine is mentioned as holder of the 2003 award for “best corporate edition in the metal industry”. Social programs are, however, placed last in this assessment.

CSR activities are grouped into three “packages”: towards society as a whole the aims are an effective production of goods to meet business and society needs and to support effective social and ecological programs. Local community needs are seen as creating employment, paying taxes to feed the local budgets, sponsoring territorial development programs and helping the socially underprivileged thought charity initiatives. The third package concerns employees and work place condition. The basic approaches are all in all the same as in a standard social report. But the specific activities of Norinikel as a company where social expenditure is  well above the average industry level make local community programs the focal point of its’ activities. 

Norilsk, the biggest Russian town beyond the polar circle, appeared when a metal plant was built here  in 1935. The costs of living and running public utilities were and   remain very high. A new model to manage budget resources in this sphere based on normative financing per capita was recently adopted. These initiatives are part of   a new model of partnership with the local authorities. Up to 2002 housing and transport were up kept by the company. They were recently handed over to the local government after public utilities servicing passed into private hands. A company called “The Polar Corona” was set up to carry out social investment projects. Programs in education, healthcare, public utilities, transport and communication were launched. 
Special attention is paid to mechanisms of integration with the federal state bodies. Formal channels like the Russian Union of Industrialists and Entrepreneurs and the Tripartite Commission on Social Partnership are quoted along side the Russian Business Charter approved at the Industrialists Congress in late 2004. The federal level, however, is one of the least transparent spheres of interest mediation .It  remains a sphere of intensive and non-transparent lobbying activities.
The second part contains sustainable development and social benefits programs. It gives overall figures of salaries growth, a sphere in which Nornikel is a leader in its branch of industry (but of course the leadership is partly due to the specific character of production beyond the polar circle). Having said that the average salary amounts to about 30000 rubles (1100USD), while pensions are several times lower. Paying  corporate pensions and promoting  the transfer of people of the senior age group to Central Russia  weighs heavily on corporate  social expenditure. Another problem is restructuring   production, this has led so far to a drastic fall in the level of employment – by about a half (47%) from 1996 to 2004. This puts forward the problem of social risks management, and programs to adapt those out of work including early pension and labour transfer plans are devised. Special programs support ethic minorities. 

Places like Norilsk which is an oasis of comparative well-being in a vast and largely unpopulated territory are highly dependant on corporate investment in the region. In fact, the corporation is building a “pole of growth” which in the future may constitute the pillar of a new economic regional project integrating territories of the Arctic Circle and beyond. Corporate activities here are likely to stimulate new regionalization projects with the big corporation as its’ main driving force. This seems to be the only effective way of access to natural and social resources management. Corporate networking in Russia provides in this sense interesting empirical data for looking into the driving forces of regionalization beyond the state- centric perspective.
_________

Conclusions

Considering the presented case-study, CSR practices are becoming an integral part of current corporate business activities. The motives for promoting CSR include creating a positive business environment and incorporating national corporate players into global markets .Effective resource redistribution and the creation of a multilevel space of stakeholder communication are further priorities. In the long run, this could contribute towards promoting social dialogue and moving to a situation where society is not regarded solely as a beneficiary and a target of charity .This can stimulate the growth of trust in society, which, according to Fukuyama, is a “substantial and measurable economic value”.

 But as of today the results of corporate social activities are primarily small-scale local level or image-oriented initiatives. Social responsibility is not widely regarded as a means of effective economic performance.  Business is involved in political trade-offs which often take forms of sponsorship or quasi-socially responsible acts (like corporate collection building or the acquisition of Faberge eggs by V.Vekselberg). 
 An interesting point clearly emerges today as a direct result of CSR activities. In dealing with local communities and public interest groups CSR projects stimulate social and, in some cases, sponsor small-scale entrepreneurial activities at the local level. Research conducted by prof.Glazichev in the small town in the Volga region claims that the level of social energy here   complies with international “standards” (2 or 3 people in a hundred are ready to undertake initiatives aimed at creating common good values and they can attract several others to join)(Glazichev 2004). Creating common good values means creating a climate favorable to development and this can’t grow solely out of charity or sponsorship programs.

 Another point is the role of CSR in governance in contemporary Russia. The dimensions of the country and inequality between the existing subnational entities make corporate networking a factor of prior importance for promoting effective governance patterns at the local level. Corporate social activities can become a factor of overcoming inequality, but they can also result, as is often the case today, in creating oases of wealth in territories of poverty. So a national development project incorporating business as a partner, and not only as a donor, and business-government programs in the social sector are an important political priority. 

Making business practices more transparent is on the current agenda, and CSR initiatives contribute to disclosing information, albeit favorable to the company. Potential partners in social dialogue emerge. This is what CSR is really about. The problem is whether both state and business are currently up to the challenge.
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