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Abstract: Being one of the open social innovations of business entities, social responsibility is taking
an important role in our society. It not only contributes to the improvement of the financial indicators
of business entities, but also has a significant impact on the economic development of countries and
the creation of well-being of the society members. The business contribution to environmental and
social initiatives influences various economic processes and, at the same time, affects the level of
poverty in countries. The purpose of this thesis is to review the concept of social responsibility and its
content after the analysis of the scientific literature, and to assess the impact of social responsibility on
poverty indicators after an empirical study. The assessment was performed by using the methods of
analysis of the scientific literature, mathematical-statistical analysis, comparative analysis, correlation
analysis, as well as by studying the presented statistical data at the level of the three Baltic States
— Lithuania, Latvia, and Estonia. The conducted research manifested a significant impact of the
business units operating in the production sector on the employed people who are at the brink
of poverty, by categorizing them by sex, age, and education. The research revealed the negative
impact of the business social responsibility that is directed towards the environment field on the
poverty rates of older age (65+) residents, due to the installation of new equipment and technologies.
Additionally, business investments mostly affect people with secondary, and lower than secondary,
education. The influence of the actual pollution amount in the production sector, to ensure the
financial stability of the society, was observed. The research results are significant not only to the
Baltic region, but to other economies that are seeking to reduce the poverty level in the country, by
integrating the business social responsibility as well.
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1. Introduction

Open social innovation is a concept that gained prominence in the last decade. Small
open social innovations have a chance to make some changes in all global systems, and can
be understood as one of the keys to sustainable development. When companies collaborate
with multiple actors, such as other companies, startups, universities, or their own employ-
ees, it gives better results and has a bigger impact on society. The social responsibility
of business entities is one of the instruments of social open innovation, through which
a company, with the help of other institutions and individuals, can implement various
strategies and make an impact on society.

Poverty alleviation is a complex task for each country, it requires innovative solutions
and purposeful cooperation of all the country’s institutions, business entities, and members
of society. Various performed studies have shown that the market regulation mechanisms
that are applied by the state institutions, the activities of international and domestic
organizations, etc., are no longer capable of solving the economic issues related to poverty
alleviation [1]. Various researchers emphasize that the growing influence of the business
sector on the economy and members of society is crucial for economic processes [2].
Therefore, in order to alleviate the level of poverty in countries, the contribution of business
becomes an integral part of the solutions [3,4].
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It should be noted that socially responsible business activity is deemed to be one of
the main factors defining the responsibility that is accepted by a business, for the impact
that it inflicts on the society [5], and, additionally, defining the contribution of a business to
the sustainable economic development of countries [6]. Such initiatives affect not only the
very business unit, its market, but the entire economy of the country, likewise, contributing
to the changes in poverty rates in the countries [7-9]. In any case, an obscurity of the
impact of social responsibility to poverty and the complexity of measurement [10], show
the necessity to identify the social responsibility fields that have the biggest impact on
poverty level reduction in countries. In order to identify these factors and offer appropriate
investment areas for a business, related to socially responsible activity that would contribute
to poverty reduction in countries, analysis of the scientific literature, correlation analysis,
and mathematical-statistical analysis methods were applied. What is more, poverty in
countries was assessed by taking into account the age, sex, and education of the employed
people who were at the brink of poverty. The research was based on the socially responsible
activity of the business units that were operating in the production sector in the Baltic
region, oriented to environmental activities. Regarding the socially responsible activities
that were identified in the scientific literature, related to the environmental activities, an
assessment model construct was drafted, and five hypotheses were formed and verified.
The research results revealed the importance and significance of the production sector for
the society members, and showed that by investing into socially responsible activities, the
businesses would gain an opportunity to reduce poverty in countries.

In order to determine the impact of business social responsibility to poverty, it is
appropriate to define the concept, scope, and meaning of social responsibility, as well as
the relation between social responsibility and poverty, which is defined in the later stages
of the research.

2. The Concept of Social Responsibility

Socially responsible activities increasingly influence not only the activities of business
entities, but also the formation of the well-being of society. It is observed, in the scientific
literature, that the concepts of social responsibility differ depending on the factors that
determine the business entity’s decision to engage in socially responsible activities, by
emphasizing the economic and strategic goals, satisfaction of the needs of the interested
parties, social obligations, meeting the expectations of members and employees, mandatory
and voluntary involvement, etc. [11]. Various scientists evaluate social responsibility based
on different classifications—Carroll (1991) [12] distinguishes between economic, legal,
ethical, and philanthropic social responsibility; Schwartz and Carroll (2003) [13] distinguish
between economic, legal, and ethical forms of social responsibility; Dahlsrud (2008) [14]
evaluates socially responsible activities through interested parties, social, economic, volun-
tary, and environmental aspects; Aggerholm (2011) [15] assesses social responsibility on
the basis of economic, social, and environmental aspects, etc.—which led to the formation
of different concepts of social responsibility.

After completing the analysis of the scientific literature, one can observe that the
concepts of social responsibility that encompass the environmental activities and socially
responsible activity, oriented towards the society, are affected by two main factors—(1) in-
ternal and external motivational measures that encompass the implementation of financial
objectives [16,17] and the aspiration to fulfil the expectations of business members [18,19];,
and (2) optional and mandatory initiatives, by emphasizing the voluntary engagement of
the business in socially responsible activity [20,21], and how to incorporate the pressure of
state institutions, arising through the legislative framework, into the solution of the social
problems in society [22,23]. Thus, these factors not only influence the formation of different
concepts of social responsibility, but also encourage more and more business entities to
integrate the mechanism of social responsibility in the daily business environment.

By assessing socially responsible activity from the perspective of a business entity,
we can distinguish internal and external factors that influence its decision to contribute,
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or not to contribute, to socially responsible activity. According to Friedman (1962) [24],
businesses must focus only on achieving financial goals, and not on solving issues that
arise in society. Thus, he described social responsibility as a business effort to achieve profit
maximization goals. Other scientists have shared the latter opinion, by stating that the
profit is the basis of every business, so the business must maintain the traditional business
model and focus only on achieving better financial results [16,25]. Unlike the latter, the
subsequent researchers have emphasized not only the importance of internal incentives,
but also the external factors that are directed at the business entity’s activities, which force
businesses to reorient their traditional ways of operating and focus more on building
the well-being of members of the society [26-28]. The consumers, investors, suppliers,
financial institutions, and others, expect that businesses will contribute to solving social
and environmental issues in society and seek to reduce the negative phenomena arising
from the development of its activities. Various researchers, who have studied the factors
influencing social responsibility, emphasize that the social responsibility of business entities
can be understood as an activity that contributes to solving social and environmental
issues in society, and is influenced by various interest groups surrounding the business
entity (for instance, financial institutions) [29]. By assuming the social responsibility, and
thus meeting the expectations of the members of society, the business entity creates a
better image, promotes consumer loyalty, the dissemination of positive information about
the business object, etc. [30-34], whose return, in the long run, is reflected in the better
financial performance [35]. Thus, the emergence of various internal and external incentives
has broadened the concept of the social responsibility of business entities, and further
encouraged businesses to consider engaging in socially responsible activities.

It should be noted that the social responsibility of business entities could be under-
stood as mandatory and optional—statutory and voluntary—initiatives. Various authors
state that social responsibility has never been accepted voluntarily. It has been a constant
act of the market and the legal framework [36], and it is an integral part of social responsibil-
ity [37]. By leaving opportunities for businesses to deal with the degree of involvement in
socially responsible activities, there is a high probability that businesses will only partially
integrate these initiatives into daily activities and the result will not be so significant [38,39].
State authorities have the ability to regulate businesses and ensure at least a minimum
involvement in socially responsible activities [40], thus ensuring the sustainable develop-
ment of the economic, financial, environmental, and social environment that is affected by
businesses [41]. The shift in the legal framework to social responsibility, has also influenced
the emergence of different definitions that are related to this activity. Carroll (1979) [42] has
described social responsibility as the aim of a business to create well-being, by taking into
account economic, ethical, legal, and discretionary aspects. Friedman (1962) emphasized
the legal importance, by treating social responsibility as a business initiative, to maximize
profits. According to him, the economic liability cannot be separated from the form of legal
liability. Therefore, the social responsibility of business entities is inseparable from legal
norms, so various authors emphasize the importance of the legal system in the system of
creating social responsibility.

It should be noted that restrictions on social responsibility often do not provide
businesses with flexibility in decision making, as the law often lags behind the social
developments, including the technological developments and changes in society norms.
Therefore, it is very important to integrate the voluntary involvement of businesses in solv-
ing social issues in the business mechanism [43]. A business often has higher expectations
than complying with the minimum legal requirements [39]. The self-regulatory mechanism
and codes of conduct for socially responsible activities, are voluntary and non-legally
binding, based solely on the initiative of the business entity itself. Therefore, the business
entity’s own initiatives, which are often based on reputation building aspirations, only
determine the voluntary involvement [11,44,45]. The researcher Dahlsrud (2008) described
social responsibility as the wish of a business to meet the needs of the surrounding parties,
including social, economic, voluntary, and environmental factors. In describing social
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responsibility, McGuire (1963) [46] not only highlighted the compliance of activities with
legal and economic factors, but also emphasized the greater involvement of businesses in
the creation of public welfare. All this broadened the concept of the social responsibility of
business entities, emphasized the importance of volunteering, and of the business entity’s
own initiatives to contribute to solving issues in society.

Later researches have supplemented the previous concepts by emphasizing the im-
portance of a continuous process. The scientist W. C. Frederick emphasized that social
responsibility includes not only greater confidence in businesses, its responses to social
issues, adherence to ethical norms, and the creation of global citizenship, but also the mil-
lennial continuity of the future that helps to reveal the main challenges of developing social
responsibility of business entities [47]. It shows that social responsibility is a long-term and
changing phenomenon that expresses itself at different stages of development.

The performed analysis of the scientific literature enables the concept of business
social responsibility to be identified (see Figure 1).

Social responsibility of
business entities

-internal and external motivational measure:
-non-binding and binding initiatives

O

Uninterrupted long-term continuity directed to society

Social iniciatives
directed to society

Environmental
protection

Figure 1. The concept of social responsibility of business entities.

Therefore, social responsibility may be defined as the entirety of the internal busi-
ness (profit, cost reduction, etc.) and external (the satisfaction of the expectations of the
concerned people) objectives, and mandatory (governed by law and regulation) and op-
tional (voluntary) initiatives, manifesting itself through the environmental activities and
social activity that is oriented towards society members, likewise, creating a continuous,
long-term impact on the society. The correlation between the business social responsibility
and poverty, and the interaction of these indicators, are discussed in the later stages of the
research.

3. Links between Social Responsibility and Poverty

There is an opinion in the economy that businesses constantly contribute to the
reduction in economic issues and the assurance of continuous development (increase
in employment, continuous investments, etc.) [4]. However, it is noticeable that the
strengthening economy, the emerging number of business entities, etc., affect the economic
indicators differently. For instance, as the economy strengthens, the number of business
entities and investments increase, and the country’s poverty rates may also increase. The
distribution of the income from economic growth, the priority investment areas for the
business entity itself, and the areas that receive the largest financial injections, affect
it [48-50]. According to Renouard and Ezvan (2018) [51], businesses need to develop
socially responsible initiatives that contribute to poverty reduction, regardless of the
benefits to the business entity. Griffin (2017) [52] agrees with this view, arguing that socially
responsible business activities can contribute to poverty reduction in a particular economy,
thus business focus is important on poverty reduction measures. Thus, the business sector
has a significant impact on the changes in poverty rates, so the importance of business
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investment, and the targeted use of its available financial resources, may or may not
contribute to poverty alleviation in a given country.

The search for social responsibility, focused on environmental and other social ini-
tiatives and poverty alleviation solutions, is a complex task for both developed and de-
veloping countries that are characterized by mutual multidimensionality [53,54]. Socially
responsible activity affects different social groups in a different way, depending on the
origin of this activity, i.e., does the business implement social responsibility via the field of
environmental activities or social initiatives?

It is noted that social responsibility that manifest via the social activity of a business
unit, encompasses the efforts of businesses to contribute, financially and non-financially, to
the development of the well-being of different social groups [55-58]. These initiatives en-
compass the support that is provided to various social groups, e.g., large families, disabled
people or those at the brink of poverty [59], the regions devastated by various disasters [60],
children education [61], etc. These initiatives are executed by the business unit that is
directly engaging, i.e., by directing financial and non-financial (e.g., food) resources to the
society members or by engaging various non-governmental organizations [62], or using the
contribution of society members to the socially responsible activity via the consumption
of certain products, and organizing various social campaigns [63]. Such activity makes a
direct impact on the poverty reduction in the country. The conducted research by Clyde
and Karnani (2015) [64], and Abugre and Nyuur (2015) [65], revealed that socially respon-
sible activity that is oriented to the support of various social groups, positively affects
the poverty rates in the country. According to Okpara and Wynn (2012) [66], business
social responsibility is an important criteria that contributes to the reduction in poverty
and affects it the most when the financial support is oriented to the activity of institutions
that are related to health, social, and education.

Socially responsible business activity that is oriented to the implementation of envi-
ronmental initiatives affects the poverty rates of countries. The scientific research revealed
that ensuring environmental activities and a friendly environment in society are some of
the most important factors that contribute to a better supply of food to the society members,
constant raise of income, as well as reducing the number of poor society members [67]. On
the other hand, poor compliance of the environmental requirements, and only a few busi-
ness initiatives being oriented to this field, negatively affect the increase in environmental
pollution, faster consumption of resources, likewise, contributing to the increase in poverty
in a country [68]. Though the last tendencies are best observed in developing countries
with a low living standard, developing countries encounter the same problems, because
all of them are dependent on natural resources and their exploitation [69]. As a result,
business engagement in socially responsible activities that are related to environmental
activities, contributes not only to the decrease in ecological trace and improvement of the
well-being of the society, but directly affects the poverty rates.

The conducted research by Cleaver and Schreiber (1994) [70], revealed that society
is dependent on natural resources and their rapid depletion increases the poverty rates.
This means that poverty may be reduced by engaging in the initiative implementation
of environmental activities. The later research revealed that the exploitation of natural
resources does not guarantee reduced poverty rates, because the latter depends on the
current market situation, e.g., employment, level of unemployment, etc. [71]. Oreggia
and Garcia (2014) [72] emphasize that the bigger exploitation of resources, e.g., power
energy, heating, etc., increases the consumers’ costs and, as a consequence, the income and
people’s possibilities to distribute the financial resources to other needs decrease. All of
this contributes to the increase in poverty in countries.

It is noted that not only the rapid depletion of natural resources affects the poverty
rates, but the increasing pollution rates also directly affect poverty. The researchers often
emphasize that compliance with environmental requirements is the lowest in the countries
with the highest poverty level [73,74], and can be associated with air pollution [74], water
pollution [75], the increase in gas, causing the greenhouse effect, etc. In the latter, and
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in another conducted research by Anam (2015), the positive correlation between carbon
dioxide, income inequality, and the existence of poverty, is noted. This means that when
air pollution increases, income inequality, and the poverty rates increase as well. The
researchers Liuzzi and Venturi (2021) supplemented their research that was conducted
before, by showing that environmental pollution is an inevitable production product
that is associated with the appearance of poverty in countries and contributing to the
decreasing saving skills of people. Awoke et al. (2016), who performed the research
on the scale of African countries, pointed out the increasing water pollution and the
importance of implementing social responsibility. According to them, the business has to
take responsibility for the existence of environmental problems in society, and contribute
to the development of well-being by developing socially responsible activity. Hallegatte
and Rozenberg (2017) also disclosed that climate change and the changes in the residential
environment, increase the poverty rates. In contrast to the latter, the researcher Khan
(2019) [76] showed that it is possible to create a better and cleaner environment in society,
by reducing poverty and encouraging the use of renewable energy. This shows that the
creation of a better and cleaner environment leads to decreased poverty rates, contributes
to the formation of the well-being of the society, changes of their living standard, likewise,
it affects the economic development of countries.

Indeed, poverty is closely related to environmental pollution and has a direct mutual
dependency, i.e., when the pollution level rises, the number of poor people increases. This
is because the increased environmental pollution causes various health disorders among
the society members, limited food and drinking water resources, etc. [77], as a result, the
costs that are incurred by the society increase and part of the society becomes closer to the
brink of poverty. Therefore, the integration of socially responsible activity into the activities
of business units, and more attention to the social problems of the society, may contribute
to the reduction in poverty in countries.

4. Methodology

The scientific literature notes that a business, regardless of its size, engaging in socially
responsible activity, positively affects the well-being of the society [78-80]. Though the
society often pays attention to the decisions that are made by big companies, of which the
society expects more activity in comparison to medium and small business units [81], by
amounting to a significant share of the market, these business units also have an important
value to the society [82,83]. Regarding this, the research was conducted by evaluating the
socially responsible activity of all business units, including small and medium business
entities.

In addition, the research encompasses all the business units that develop their activity
in the production sector. The important activity of this sector led to such a decision, which
has a significant impact on the environment and the society [84]. It should be noted that
this sector is one of the key sectors in the region of the Baltic States and amounts to more
than 22 percent of the state GDP in Estonia, approximately 19 percent in Latvia, and
20 percent in Lithuania (data from the Department of Statistics). Moreover, it should be
noted that directives of the European Union specify strategic plans for countries to reduce
their environmental pollution, and being one of the biggest sources of environmental
pollution, the production sector, experiences big pressure and is forced to engage in socially
responsible activities more [85].

The research is based on the assessment of business social responsibility that is ori-
ented to environmental activities. Such a choice was made because social initiatives are
frequently associated with the philanthropic activity of a business unit [63], which features
irregularities and constant change in the supported social groups. Social initiatives are also
associated with the voluntary engagement of businesses in reducing the poverty level in a
country and, in contrast, the activity that is associated with the environmental activities
does not oblige the business to take part in such an activity. Moreover, it should be pointed
out that businesses prefer investing in those fields in which the return may be observed
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during a short period, in the form of cost reduction and profit increase, i.e., the activity that
is related to environmental activities.

The object of the research. The impact of the socially responsible activity, oriented to
the environmental activities of business units operating in the production sector, on the
poverty rates.

The scope of the research. The research encompasses the Baltic countries. It should
be noted that the countries comprising the region—Lithuania, Latvia, and Estonia—have
many similar features, and share similar historical and cultural development; however,
the implementation of different strategies led to the evolved economic and social differ-
ences [86]. It should be emphasised, as well, that the level of engagement of a business in
the socially responsible activities is not equal in these countries, as a result, their effect on
the state economy differs. What is more, businesses implement different strategies in every
mentioned country and, consequently, the activities that have a socially responsible basis
differ, i.e., businesses invest into those activities that seem the most important, in respect of
the features of that country.

In order to conduct the assessment as precisely as possible, the research was conducted
based on the statistical data that were provided by Eurostat and the departments of statistics
in these countries, and statistical data for the years 2010-2020, by the Organization of
Economic Co-operation and Development (OECD).

Selection of variables. The differentiation of business social responsibility and poverty
rates is based on the researches that are provided in the scientific literature, by distinguish-
ing the most important fields that are associated with the socially responsible activity that
is oriented at the development of the well-being of the society and identifying the members
of the society who are at the brink of poverty, according to their distinctive features.

Indicators of business social responsibility. Various authors point out that businesses
are one of the main sources of environmental problems in society [87,88]. This is precisely
why they must bear responsibility for the environmental pollution and integrate the
measures of social responsibility in their daily activities, in order to reduce the negative
impact on nature and society [89,90]. The conducted analysis of the scientific literature
enables the separate fields of business social responsibility to be distinguished, of which
the implementation has a direct impact on the development of the well-being of the society,
and simultaneously affects poverty rates. It is noted that business social responsibility
that is oriented to environmental activities, affects the internal and external environment
of a business unit. The internal environment of a business encompasses investments
in the fields that are related to the reduction in environmental pollution, by including
the development and application of equipment and new technologies [89-91], and the
creation of additional employment positions that are encouraged by socially responsible
activity [92-95]. The external environment of a business unit encompasses the production
of products that have an environmental basis and service provision, in order to contribute
to the development of the well-being of the society and encourage the social sensibility of
the society as well [96-98] (see Table 1).

An activity that performs product production that has a socially responsible basis
and service provision, affects the environment and the well-being of the society. The
conducted research showed that consumers have a significant impact on the environment;
therefore, it is necessary to stress the importance of product development that has an
environmental basis [99]. In Suki’s (2016) opinion, the comprehension of social value
encourages the consumption of products that have a bigger socially responsible basis.
Other researchers supplemented previous research and noted that consumers positively
assess the information that is related to goods that have an environmental basis, and it
encourages increased consumption of the ecologic goods [96] and recyclable products, or
the ones that can be recyclable [100]. Therefore, the development of goods and services that
have a socially responsible basis, contribute to pollution reduction, the social sensibility of
the society, and simultaneously affect poverty rates.
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Table 1. The fields comprising business social responsibility oriented to environmental activities.

Environmental Protection

Goods with environmental

Type of business entity

Business entities whose main activity is not related

Total protection and resource management activities

to environmental activities Total environmental protection activities

Business entities whose main activity is related to ~ Total protection and resource management activities

environmental activities

protection basis Total environmental protection activities
Protection of ambient air and climate
. . Busi titi ding to the t f
Area of environmental protection usiness entities according to the type o Wastewater management
environmental protection
Waste management
Business entities whose main activity is not related . A
. L Ancillary activities
to environmental activities
Type of business entit - . -
P Y Business entities whose main activity is related to Main activity: services
environmental activities Main activity: goods
Employment Protection against radiation
. . Business entities according to the type of Protection of ambient air and climate
Area of environmental protection . .
environmental protection
Wastewater management
Waste management
Overall investments Overall investments in environmental protection Total investments
Protection of ambient air and climate
Investment in equipment according to the type of Wastewater management
environmental protection
P Waste management
Other environmental protection activities
Investment in equipment and - . - -
techno?ogl; Protection of ambient air and climate
Investment in technologies according to the type of Wastewater management
Investments

environmental protection

Waste management

Other environmental protection activities

Changes in pollution and use of
resources of business entities

Air pollution Carbon dioxide
Methane
Water use Water use, according to supply type
Waste Waste of hazardous and non-hazardous goods
. Protection and remediation of soil, groundwater and
Soil, groundwater

surface water
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While assessing the production sector of environmental goods and services, not only
do business units, with activity that is directly related to the development of ecologic goods
and services, attract attention, but also, those business units in which primary activity is
not related to them. Various researchers point out the importance of secondary activity
(goods and services), by stating that not only the primary, but also the secondary, activity
of a business entity may have a fatal impact and determine the results of the research
as well [101,102]. After all, such distinction permits a better overview of the business
units operating in the production sector, and their contribution to the environmental
activities. Additionally, by evaluating the impact of environmental goods and services
on poverty, it would be useful to distinguish the goods and services according to the
types of impact on the environment. Various scientists note the importance of goods and
services to separate fields of environmental activities—air, water pollution, etc. [103,104].
Such distinction allows us to better understand what products and services that solve
environmental problems can contribute to poverty reduction in countries.

In the scientific literature, the intermutual relation between social responsibility and
employment are emphasized. By investing into socially responsible activities, smoother
consumption of renewable resources, businesses create new employment positions, and
contribute to increasing employment and reducing poverty rates [105]. Belyaeva (2015)
suggests that by investing in socially responsible activities, companies create additional
employment positions, and likewise, increase the value and public image of the business
unit. The research that was conducted by Robertson (2017) revealed that social respon-
sibility increases the loyalty of employees, work performance, improves the employee’s
skills, and encourages them to improve themselves, which contributes to the improvement
of the financial results of the business unit. It allows for the business unit to allocate
more financial resources for the implementation of social responsibility initiatives. As a
result, the increasing value of social responsibility urges states to make the decisions that
are related to society education and that contribute to enhancing the knowledge of the
society about such an activity. This sparks the creation of new employment spots and the
decrease in unemployment, the bigger income of the government, and the better education
of the society. All this affects the changes in poverty rates in a state. The research that
was conducted by other scientists reveals the impact of business social responsibility on
individual social groups, e.g., for disabled people who are integrated into the society, by
creating additional employment positions for them [93,94]. Consequently, the orientation
of businesses to socially responsible activities transforms the internal structure of a busi-
ness unit, and contributes to the reduction in unemployment in countries and the better
integration of individual social groups. By assessing the employment that is influenced by
socially responsible activity, the same distinction as with socially responsible goods and
services is applied—the categorization, according to the primary and secondary business
activity, and the type of problem-solving in society.

The scientists point out the importance of investments in socially responsible activity,
which may encompass the total investments (training, education of employees related
with environmental protection, etc.), investments in equipment and technologies, and
other investments for reducing environment pollution [106]. Schaltegger and Muller
(2017) [107] note that investments in the integration of new technologies change the business
activity, and contribute to the improvement of environmental activities and the reduction
in pollution. Yu et al. (2017) [108] assess the investments in technologies and equipment as
one of the most effective ways to reduce the negative impact of businesses directed to the
environment and society. Regarding the different amount of investments every business
unit puts into equipment updates and the application of new technologies, and taking into
account the fact that they may be used to solve specific environmental problems [109,110],
the last investments were assessed by taking into account the field of environmental
activities. It should be noted, as well, that the importance of investments, and their impact
on poverty rates, may be assessed by taking into account the pollution rate changes that
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are affected by investments [111]; therefore, the research is conducted including air, water,
etc., pollution rates caused by the business units operating in the production sector.

Poverty rates. The research was conducted by taking into account the rates of em-
ployed people and the people who are at the brink of poverty, above 18 years old. The
selection of employed people was caused by the fact that the socially responsible activity of
business often does not only encompass initiatives that are oriented to the support of social
groups, but also the development of the well-being of employees [112,113]. Therefore,
the inclusion of employed people into the analysis enables a more precise assessment
to be conducted. The selected group was also evaluated by taking into account the sex
(male/female), age (18+ and 65+), and education (primary, secondary, higher), in order to
determine to who and what age, or education, the business socially responsibility may have
the biggest impact. In order to conduct more precise research, the people were evaluated by
including an additional variable that determines their possibilities to encounter additional
financial costs, i.e., including the rates of society members who are unable to deal with the
unexpected financial costs. This enabled more detailed research to be conducted, and one
of the most sensitive groups of the society, whose financial stability is on the brink, to be
identified.

Forming hypotheses. The performed analysis of the scientific literature enables the
following hypotheses that were verified during the research to be distinguished:

Hypothesis 1 (H1). General investments of business units that are oriented to environmental
activities positively affect the poverty rates of older women (65+ years old) in the region and
contribute to their reduction.

Hypothesis 2 (H2). Socially responsible activity, via the increase in general investments, has a
positive impact on the society members who struggle with unexpected financial costs.

Hypothesis 3 (H3). Business environmental investments that are oriented to the equipment
upgrade positively affect the poverty rates of older (65+ years old) residents and contribute to their
reduction.

Hypothesis 4 (H4). Business investments, in the development of technologies and integration
into daily business activity, negatively affect the poverty rates of the senior (65+ years old) society
members and contribute to their increase.

Hypothesis 5 (H5). General investments in socially responsible activities mostly decrease the
number of people who are at the brink of poverty and have secondary education.

5. Data Analysis and Results of the Research

The performed verification of multicollinearity of the statistical data, in order to
distinguish only those factors in which intercorrelation is low, i.e., Ir| <0.3 and those
variables in which correlation with the poverty rates is the strongest (11| > 0.8). Regarding
the fact that the measurement expressions of rates differ, a logarithm was applied to the
selected rates, which helped to normalize the data and decrease the rate dissipation.

By determining how the distributions of the analyzed rates are distributed, the formal
Kolmogorov-Smirnov criterion was applied, by using the level of statistical significance of
0.05. It was detected that the assumption of normality of the rates was not satisfied, and, as a
result, Spearman’s correlation coefficient was used, in order to assess the relations between
the independent variables, which measure the factors of business social responsibility
and poverty level rates of the people of different age, sex, and education. It allowed
a generalized model of linear regression (pooled OLS) to be made, where the recorded
estimates of the parameters were assessed. The model was drafted according to the
following formula:
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In(Yy) =a+Y r_ BeIn(Xp) +eir, 1)

ax—the shift of log poverty rate (the average of the poverty level);
Bir—k—the vector of dimension parameters estimates (direction coefficient);
Y;—log poverty rate of the it state, at the time moment ¢;

Xir—the meaning of k™ rate of social responsibility in the i state, at the time mo-
ment ¢;

p—the number of independent variables;

¢;;—a model error.

Taking into account that the rate distributions must satisfy the condition of normality,
which is assessed as one of the application assumptions of a regression model, the present
data were verified in accordance with the Shapiro-Wilk criterion and while determining
the p values of the rates. This allowed determining that the assumption of normality is
satisfied for all the rates, except for the residents’ abilities to encounter unexpected financial
costs, because p < 0.05. The assumption of normality may not have been satisfied, due to
the limited take of the provided data.

Moreover, the non-parametric Spearman’s correlation coefficient was used to deter-
mine the dependency of business social responsibility and intermutual relations of poverty
rates. This choice was made due to the fact that not all the data satisfied the condition of
normality, and the limited take of the provided data. Determining the p coefficient enabled
the rates that have a statistically significant impact on poverty to be identified (when <0.05).

In order to determine the interdependency of the rates, multi- and single- media
linear regression models were created. The conducted research showed that business social
responsibility activity has a significant impact on the society members struggling to deal
with unexpected costs, as well as people who are at the brink of poverty, by categorizing
them by age, sex, and education. Eight models in total were created, which were grouped
according to their specific features, into four groups.

The group of the society who struggle with coping with financial difficulties, due to
unexpected financial costs, is under the primary impact of general business investments
into environmental activities (see Table 2).

Table 2. The impact of factors comprising business social responsibility on the society members who
cannot experience unexpected financial costs.

Variables Beta t-Statistics p-Meaning
Overall investments (mln., EUR) —0.685 —-10.22 0.000
Methane (tons) 0.498 13.491 0.000
Carbon dioxide (tons) 0.35 11.251 0.000

The research reveals that the amount of methane gas, carbon dioxide, and general
business investments that are oriented to environmental activities, have an impact on the
society members who fail at dealing with unexpected financial costs. Due to the activity
of business units operating in the production, upon the increase in methane and carbon
dioxide, by 1%, the number of people who struggle to cover unexpected financial costs
increases by 0.498% on average, and 0.35%, respectively, in the case of the fixed values of
other factors. Such a phenomenon may be associated with the impact that is caused by the
environmental pollution, on the health of the society, which requires additional financial
resources. It should be noted that the biggest impact on this society group is also conducted
via the scope of general investments in environmental activities; when the investments
rise by 1%, the number of people who struggle with dealing with unexpected financial
costs decreases by 0.685%. This means that general investments in environmental activities
contribute to the improvement of the health rates of the society, wider knowledge about this
field, improvement of employee qualification, etc., likewise, increasing the well-being of



Sustainability 2021, 13, 9395

12 of 19

the society. The conducted research also reveals that general investments in environmental
activities also have the biggest impact on this society group.

The socially responsible activity of the business units operating in the production
sector, is related to general investments, the amount of methane gas emitted due to the
activity development, and investments in the protection of soil and surface water affect the
rates of the employed men who are at the brink of poverty, between 18 and 64 years old
(see Table 3).

Table 3. The impact of business social responsibility factors to the employed people who are at the

brink of poverty.
Variables Beta t-Statistics p-Meaning
Overall investments (mIn., EUR) (age 18+) —0.542 —11.10 0.000
Overall investments (mIn., EUR) (age 65+) 0.398 4.487 0.001
Methane (tons) (age 18+) 0.347 3.107 0.007

Protection and remediation of soil, groundwater

and surface water; (mln., EUR) (age 18+) —0.04 —0.707 049

The results of the research showed that when the amount of methane gas emitted by
the production sector increases by 1%, the number of employed men who are at the brink of
poverty increases by 0.347%. This means that, by contributing to the reduction in this rate
and implementing socially responsible initiatives into its activity, businesses may contribute
to poverty reduction among men. The importance of general investments in environmental
activities shows that when the investments increase by 1%, the number of men who are at
the brink of poverty decreases by 0.542%. The investment into the protection and cleaning
of soil and surface water also slightly affects the last rate, and the increase of 1% causes the
decrease in men who are at the brink of poverty, by 0.04%. In contrast to the latter, men
of older age, who are older than 65 years old, business environmental activities have a
negative impact on the poverty rates. Upon the increase in investments, by 1%, the number
of older men who are at the brink of poverty increases by 0.398%. It may be associated
with the automatization in different fields, changed work type due to investments, etc.

The impact of socially responsible activity on women’s poverty rates, via the increase
in general investments, investments in equipment and technologies, and reduction in
pollution amount (see Table 4).

Table 4. The impact of business social responsibility factors to the employed women who are at the

brink of poverty.
Variables Beta t-Statistics p-Meaning
Overall investments (mIn., EUR) (age 18+) —1.342 —20.155 0.006
Overall investments (mIn., EUR) (age 65+) 1.002 19.042 0.000
Carbon dioxide (age 18+) 0.69 5.858 0.004
Investment in equipment (age 65+) 1.293 22.626 0.000
Investment in cleaner technology (age 65+) 0.53 28.619 0.000

It is noted that the poverty rates of women between 18 and 64 years old are mostly
affected by the general investments in environmental activities, by the business units
operating in the production sector, and by the amount of carbon dioxide that is emitted
into the environment. The general investments in the environmental initiatives positively
affect their financial state, and the increase in business investments, by 1%, decreases the
number of residents who are at the brink of poverty, by 1.342%. In addition, the increase
in carbon dioxide causes a bigger number of women who are at the brink of poverty, and
proportionally to the increase in emitted gas into the atmosphere, by 1%, the poverty
rates increase by 0.69%. This means that by investing into socially responsible activities,
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businesses contribute to the reduction in carbon dioxide and poverty among women in the
Baltic region.

It is also noted that a positive dependency between the poverty rates of the older
women (65+) and business investments into socially responsible activities, i.e., when the
number of investments increases, the poverty rates of women increase. General business
investments in environmental activities negatively affect older women, and the poverty
rates may increase by 1.002% when business investments change by 1%. When business
investments in equipment and technologies increase, an opposite impact is noted as
well; when they increased by 1%, the poverty rates would increase by 1.293% and 0.53%,
respectively. It is likely that when installing the latest technologies, additional knowledge
is necessary for the employees and, therefore, staff turnover is likely. What is more, the
installation of new technologies and equipment means process automatization, and often
not all current labor force is necessary to maintain the production. In that case, older
employees become disadvantageous.

It should be noted that the general investments of the business units operating in the
production sector into socially responsible activities that are related to the environment,
affect the society in regards to its education (see Table 5).

Table 5. The impact of business social responsibility to the society members who are at the brink of
poverty by education.

Variables Beta t-Statistics p-Meaning
Overall investments (mln., EUR)

(less than primary, primary and lower secondary —1.058 —4.49 0.004
education)

Overall investments (mln., EUR)

(Upper secondary and post-secondary non-tertiary —0.103 —3.48 0.013

education (levels 3 and 4))
Overall investments (mln., EUR)

(Tertiary education (levels 5-8)) —0368 —3:307 0.013

The created models show that the general costs of the business units operating in the
production sector for the environmental activities, have the biggest impact on the people
with lower than secondary education. When the general investments in environmental
activities increased by 1%, the number of people who are at the brink of poverty decreased
by 1.058%. In addition, a slighter, but significant, impact on the people with college-level
and university-level education is noted. When the amount of investments increases by 1%,
the number of people who are at the brink of poverty decreases by 0.103% and 0.368%,
respectively. This shows that the biggest impact of business social responsibility is on the
people with secondary and lower than secondary education, and affects the residents with
college-level and university-level education significantly less.

After creating the regression models, one must verify how well these models describe
the poverty level rates. In order to reach this goal, the amended determination coefficients
were estimated, which showed a mismatch to the poverty rates. It should be noted that the
rates of the failure to deal with unexpected financial costs and the rates of women who are
at the brink of poverty, between 18 and 64 years, were described the best. These models
define the dissemination of 99% and 97% of poverty level rates on average, respectively,
depending on the change in the rates of business social responsibility (see Table 6).
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Table 6. Model determination coefficients and verification results of autocorrelation.

Number Poverty Rate Corrected Coefficient of Statistics of
Determination (R2) Durbin-Watson
1 Inability to face unexpected financial expenses 0.99 0.31
2 Males, 18+ 0.45 2.10
3 Males, 65+ 0.85 1.88
4 Females, 18+ 0.97 0.75
5 Females, 65+ 0.94 0.52
6 Primary and lower secondary education (levels 0-2) 0.73 112
7 Upper secondary and post-secondary non-tertiary 061 075
education (levels 3 and 4) ’ :
8 Tertiary education (levels 5-8) 0.62 0.57

It should be noted that the models scarcely define the rates of men who are at the brink
of poverty, between the age of 18 and 64 years, and they describe the rate change to be
45 percent on average. Nonetheless, it can be argued that the compatibility of other models
with the data is very high and the models describe the rates well. One of the assumptions
of regression analysis models is that autocorrelation is not specific for the model errors,
i.e., the model errors should not be interrelated, and, for example, the amount of model
error in the year 2012 does not have to be dependent on the amount of model error in the
year 2011. The Durbin—-Watson (DW) criterion was used to verify the autocorrelation of
model errors. The obtained results showed that a positive autocorrelation is specific for all
the models, except for the men who are at the brink of poverty, between the age of 18 and
64 years. A positive autocorrelation means that if the poverty level was decreasing, e.g., in
the year 2011, in 2012, it is likely that it would fall as well. This partly substantiates the
theoretic assumptions about the continuity of the social responsibility of business units,
and the continuous impact on society.

The performed data analysis enables the correspondence of results to be verified to
the formed hypotheses. It is noted that there is a direct dependency between the general
investments of business units and the older women (65+) who are at the brink of poverty,
i.e., when the amount of investments increase, the number of women who are at the brink of
poverty increases. Regarding this, H1 may be rejected. The research showed that business
social investments have the biggest impact on the society members who struggle with
unexpected financial costs; therefore, H2 may be accepted. The research also revealed that
investments in the equipment and technologies negatively affect the poverty rates of older
people and increase them; therefore, H3 may be rejected and H4 may be approved. What
is more, the performed analysis showed that general investments in socially responsible
activities that are related to the environmental activities positively affect the people having
different education, mostly secondary and lower than secondary education. Therefore, H5
may be accepted.

6. Conclusions

Business social responsibility that is oriented to the initiatives that are related to
the environmental activities encompass the factors directed to the internal and external
business environments—internal business environment encompasses the investments in
the fields that are related to the reduction in environmental pollution, by including the
development and application of equipment and new technologies, and the creation of new
employment positions that are encouraged by socially responsible activity; the external
environment of a business unit encompasses the production of goods and the provision
of services that have an environmental basis, in order to contribute to the creation of the
well-being of the society and encourage the social sensibility of the society.

The research revealed that the general investments of business units operating in the
production sector into the environmental protection, have the biggest impact on the society
members, which positively affects the society members who struggle with unexpected
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financial costs, men and women who are between 18 and 64 years old, and the people
having secondary, lower than secondary, college-level, and university-level education. This
shows that business social responsibility contributes to the financial improvement of the
employed and the people who are at the brink of poverty, which may include initiatives
that are related to training, qualification improvement, etc.

It should be noted that general investments negatively affect the poverty rates of older
(65+) men and women. It was determined that business investments in the equipment and
technologies negatively affect older women, which often means process automatization
when the current labor force is not necessary to maintain the necessary production. In that
case, older people are in a disadvantageous position.

It is noted that the actual pollution amount that is emitted from the production sector
has a significant impact on the fluctuations of the poverty rates. Business investments
into environmental activities, and the decrease in the actual decrease in the amount of
pollutants, carbon dioxide, and methane, contribute to the reduction in poverty in society
and the development of the well-being. In addition, interdependence between investments
and methane gas, and investments of business entities and carbon dioxide were found.
Also, it was found that environmental pollution mostly affects the financial stability of
younger residents. The increase in pollution amount, contributing to the increase in poverty,
may be related to the worsening health condition of the society, etc., which becomes the
consequence of economic development and the compliance of environmental requirements,
and the integration of environmental initiatives in the business activity may contribute to
the reduction in poverty and the development of the well-being of the society.
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