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PROBLEMS OF DEVELOPMENT OF SOCIAL BUSINESS

1. Introduction

During the transition to a market economy, the
welfare of the population of Azerbaijan declined, and a
sharp economic differentiation of society occurred. In
post-Soviet countries, including Azerbaijan, the system
of social services for the population did not meet the
requirements of the market. A modern market strategy
involves the production of what people buy, but the
social system still sold what it produced. As a result,
low-quality social services were provided to the
population. In the absence of competition, state-owned
enterprises are not interested in producing quality
products; therefore, they have a stable and steady
supply. Social enterprises were not encouraged to
develop and improve their activities, which led to a
further increase in the difference between producers and
consumers of social services.

One of the most important resources for the
country's economic development is the non-profit
sector, although this resource has not yet been used
efficiently. At the same time, the budget sector of
Azerbaijan is not able to provide the country's
population with high-quality social services, therefore it
is important to attract non-profit organizations to social
services.

In the modern era, the effective and dynamic
development of the social sphere is possible only
through the development of social business. From this
point of view, issues related to the use of innovative
forms of social business development and its role in the
development of the social sphere are very relevant and
their scientific research is urgently needed.

2. The socialization of business

In recent years, companies' interest in corporate
social responsibility has grown significantly, as their
activities in the field of social responsibility have a
positive impact on their business reputation and increase
the sustainability of business development.

The concept of "corporate social responsibility"
(CSR) is widely used in public life in the modern world.
The concept of CSR, which appeared in the middle of
the 20th century, remains relevant today.

Corporate social responsibility is a concept
whereby an organization assumes responsibility for

influencing the company and other stakeholders in the
public sphere and takes into account the public interest.
This commitment goes beyond what is required by law
and requires the organization to take additional steps to
improve the living standards of its employees and their
families.

In recent years, the concept of CSR has been
widely used in the world. This concept was first used in
corporate governance practices in the United States and
Canada in the 1950s and 1960s. Today, in economically
developed countries, CSR has become an instrument of
social cooperation between the government and society
as a whole.

The level of corporate social responsibility is an
important criterion for the actual participation of the
company in solving socio-economic problems of
society. At the same time, a company that achieves more
strategic goals in the form of social and economic
programs receives a competitive advantage.

The formation of social reporting is carried out on
a voluntary basis. The social reporting form is presented
in the form of the principles of CSR, the social policy
of the company and its environmental project, charity. If
measures on CSR and sustainable development lead to
lower risks, increase business reputation, increase the
company's capitalization and financial results, then this
should be considered as an additional factor, and not as
a result of CSR.

Despite the voluntary nature of using the principles
of corporate social responsibility, the state should act as
a regulator and create conditions for the widespread use
of corporate social and environmental responsibility.

The results of the company's activities are
presented in the form of social reporting, which contains
information about economic, environmental and social
results.

Thus, the assessment of corporate social
responsibility refers to a series of sequential actions to
analyze a large number of economic, environmental and
social indicators.

In the economic literature there are three
approaches to assessing CSR [1, p. 190]:

— minimalist approach;
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— an approach based on the separation of the main
areas of implementation of the company's social policy;

— systems approach.

The stages of a company’s life cycle, industry
affiliation, scale of operations, financial stability,
purpose of evaluation and transparency should be taken
into account in the evaluation process.

There are three levels of CSR determination [2]:

— at the lower level, CSR ensures employment of
people, professional attitude to their duties and
compliance with tax discipline;

— at the average level, the search for regulatory and
ethical principles of doing business continues and the
establishment of legal relations with state institutions in
various fields continues;

—a high level is characterized by the creation of
philanthropic ideas, which are manifested in various
charity events.

Studies show that business has a negative tendency
to develop its social behavior. Under these conditions,
the state cannot cope with the heavy social burden
placed on it. It is necessary to increase the social
responsibility of companies and entrepreneurs in
resolving social issues. In this regard, the mechanism of
state regulation of CSR and the process of socialization
of business should be considered as one of the strategic
directions of the economic function of the state.

Any business entity cannot work solely for
financial gain and profit without taking into account
public interests. In business, it is important to find a
common language between society and government at
all levels, which requires transparency and publicity on
the part of business. In other words, the socialization of
business is an important condition for the effectiveness
of the economic system. In this regard, it is necessary to
find a compromise between business profitability and
meeting the needs of society.

Currently, CSR is the most effective public policy
instrument. Modern companies strive to meet the needs
of society and the state. The state benefits greatly from
implementing policies aimed at improving corporate
social responsibility. This allows you to identify the
"sore point" and identify priority areas for applying the
principles of corporate social responsibility. Evaluation
results play a key role in decision-making in the field of
economic, environmental and social management of the
company.

Social partnerships play an important role in the
socialization of business. There are various approaches
to determining the meaning and importance of the term
“social cooperation” [3, p. 688-689]:

— the first approach defines social cooperation as a
special category of social relations established between
social professional groups, social classes, population
groups and state structures;

—the second approach characterizes social
cooperation through a certain type of relationship
between the organization’s workforce, employers and
the government;

— the third approach considers social cooperation
as any basis for harmonizing the interests of various
social groups, enterprises and government bodies.

In fact, social cooperation is a mutually
conditioned relationship between participants in the
educational process and, on the other hand, the
relationship between government agencies that are
interested in a certain stage of interaction.

The function of business structures as a social
partner is not only to identify the material and technical
support of the company, to apply existing forms and
mechanisms of social partnership, but also to develop
and use new, innovative approaches.

3. Characteristics, principles and philosophy of
social business

Social business, as an innovative form of social
development, uses economic tools to solve socially
significant problems. The organizational form of social
business depends on local conditions and opportunities,
social and environmental requirements, as well as on the
characteristics of each country: legal framework, social
security, cultural and historical traditions, and so on.
The diversity of social business is reflected in the vision
of its sharp social initiative.

The philosophy of social business is a combination
of the position of business entities. Proponents of this
philosophy believe that all people and their activities are
essentially a product of the market, therefore, each and
everyone has its own value. Proponents of free-market
social business believe that a person can serve society,
but only by serving himself [3].

In the implementation of social business, the
consumer is considered as an equal participant in
commercial activities. The main participants in
commercial activities in the field of social business are
not only business structures, but also consumers. An
important factor for an entrepreneur when concluding a
contract is income (economic benefit), and for a
consumer-a necessary product (service) that more fully
covers his needs.

The complex task of commercial activities in the
field of social business is solved by meeting the needs
of the population. When a consumer makes a deal in the
market, he or she directly affects the behavior of social
entrepreneurs, the choice of market segment, the
organization of the supply and sale of goods, the
formation of the range and pricing policy. The
commercial activities of social enterprises can differ in
their goals and objectives, and in most cases it should be
profitable, which is subsequently invested and sent to
the company's social mission (mission).

Azerbaijan is actively developing the idea of social
business, implementing social projects aimed at
improving the living standards of the population and at
the same time earning money. Companies are
increasingly investing in social technologies. According
to experts, progressive changes in the management
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culture are also necessary for the wider application of
social technologies.

Entrepreneurs use social technologies mainly in
business processes, and also use social experience to
support their clients' initiatives. Social tools and
practices are used in both internal and external
communications of companies. Business is socialized to
improve customer service, increase productivity and
business processes, stimulate innovation and make good
management decisions.

Nobel prize winner Professor Muhammad Yunus
made a great contribution to the formation of social
business as an independent systematic scientific and
practical direction and published the book "the banker
of the poor". In this book, he defined social business as
an important part of the overall business and reveals its
philosophy and distinctive features.

The main goal of a social business is not to
maximize profits, an entrepreneur does not receive
dividends from profits, profits are invested and directed
to business development. More precisely, business
profits are invested in improving the quality of products
or services manufactured by the company, as well as in
subsidizing a social mission and investing in social
projects. Social business, on the other hand, is not
dependent on donations or private and state grants.
Unlike non-profit organizations that spend only once per
location, social business funds are invested unlimited in
multiplying and improving business operations.

M. Yunus identifies two main motives of a person:
selfishness and self-sacrifice. A selfish person seeks
income through business, but his or her social business
is based on the ultimate motivation of people through
charity services in places like churches, mosques,
synagogues, art museums, public parks, medical clinics
or community centers. For M. Yunus, the benefits of
social business are less important than charitable
services for society. He created the Yunus Social
Business (YSB) to train and support investment in
young social companies.

Yunus notes that in many cases when we involve
the poor and non-poor in joint programs, the poor are
soon forced out of the program by non-poor. If no
precautions are taken at this stage, it will continue
forever. As a result, non-poor people will receive all the
benefits. According to Gresham's law, if there are two
forms of commodity money in circulation that are
legally recognized as similar in face value, the more
valuable commodity will gradually disappear from
circulation.

M. Yunus worked day and night to fulfill the
mission of lifting the country out of poverty, starting
with the practical implementation of the idea of social
business. As an experiment M.MYunus starts by pro-
viding $ 27 to low-income families for a total of
42 people, and then provides a large loan to people who
serve the community. Grameen Bank, which in 1976
had a loan portfolio of $ 1,050, in 1998 allocated
$ 2.4 billion to 2,330 borrowers. As a result of the

development of social business, poverty in Bangladesh
with a population of 120 million people has significantly
decreased, which makes Grameen Bank a historic
success in saving people from suicide, hunger and loss
of faith. Thanks to long-term effective measures,
Grameen has gained a reputation as a “bank of the poor.
The public trust gained by such a bank has led to a
review of the banks ' exploitative reputation.

M. Yunus developed the basic principles of social
business:

1) the goal of a business is to fight poverty or one
or more problems that affect people and society; the goal
is not to maximize profits;

2) economic and financial sustainability;

3) only the capital invested by them is returned to
investors. Dividends are not paid in addition to
investment money;

4) after the initial investment has been repaid, the
profit remains inside the business to finance its
expansion and improvement;

5) gender-sensitive
conscious;

6) employees receive a salary that meets market
conditions, but with better working conditions;

7) do it with joy.

and environmentally

4. Family Farms as a Form of Social Business

Family-owned enterprises with a long history are
the most common form of business in the world. In
addition to production, family firms perform a number
of socially oriented functions and contribute to the
preservation of the rural lifestyle, which is considered to
be the bearer of national traditions and values.

The term "family economy" is widely used by
domestic and foreign economists and farmers.
A. V. Chayanov was the first economist who analyzed
the activities of family farms and revealed their
legitimacy. He developed a methodological framework
for the study of family farms, to which modern scholars
refer. Among them R. E. Proust confirms that family
farming is the basic structure of agriculture. At a family
farm, individuals or groups of citizens are engaged in
labor activities with their relatives and are responsible
for joint economic activities on land without creating a
legal entity [5, p. 44-45].

Some scientists distinguish between the terms
"family business" and "family farm". The main
argument here is that in developed countries the main
form of agricultural production is high-tech agriculture,
and in most developing countries it is an extensive
family farm. In foreign countries, the technological
family farm prevails among organizational and
economic forms of farming.

The Law of the Republic of Azerbaijan on family
agriculture (2005) stipulates that family farming is the
joint implementation of production and other economic
activities (production, processing, storage, trans-
portation and sale of products) in rural areas without
creating a legal entity based on personal property and
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property, owned or rented by family members and their
partners. The composition of a household may consist
of one person or members of his family and persons
working together on the basis of kinship or other
relationships. Less than 50% of all employees can be
employed in the family economy, provided that the
contribution of employees does not exceed the
contribution of the family. Family business is a social
business model in which family members participate,
and management and inheritance are embodied in
family traditions. The father leads the creation of a
family business, and then the mother, children and
grandchildren join him. All family members are equally
involved in the management of income and capital in the
household, income does not go beyond the family
budget, and in case of financial difficulties, employees
agree to work for low wages and even for free.

Famous family business firms have evolved and
become large companies that influence the global
economy. So, 75% of companies in the UK, 85% in the
EU and 90% in the USA are family-owned enterprises.

Family business is also developing in the Republic
of Azerbaijan. So, on April 4, 2016, President of the
Republic of Azerbaijan Ilham Aliyev signed a decree
“On additional measures to ensure self-employment of
the population”. The public legal entity “ABAD”, run
by the State Agency for Public Service and Social
Innovations under the President of the Republic of
Azerbaijan, was created in accordance with the Decree
of the President of September 23, 2016. In accordance
with the decree, family business support centers
(ABAD) were established to support active participation
of citizens in the socio-economic development of the
country, the development of small and medium-sized

businesses, increasing employment and creating
competitive family farms.
ABAD Centers implement family business

projects in the field of arts and crafts and the agricultural
sector, as well as provide business planning, marketing,
branding and design, financial accounting and legal
assistance to family businesses. "ABAD" carries out
certification of products on the basis of a "single
window" (one-stop-shop), and also organizes sales and
logistics of products. Along with the brand name of the
manufacturer’s family, each product also has a special
label that indicates its production under the control of
ABAD.

References

As part of supporting families involved in arts and
crafts, there are ABAD craft centers in the State
Historical and Architectural Reserve Icheri Sheher and
at the Heydar Aliyev International Airport. In these
centers there is an exhibition and sale of handicrafts
from different regions of the country.

Conclusions

1. Socialization of business, that is, responsibility
to people and society, is one of the strategic directions
for the implementation of the economic function of the
state, a necessary condition for improving the efficiency
of the economic system and has become an important
tool for cooperation with the government and society as
a whole.

2. Social business, an innovative form of
development of the public sector that uses economic
instruments to solve socially oriented problems that can
achieve the desired result at lower cost. The social
problem that a businessman is trying to solve in his
business is the exit point from the business. The forms
of organization of social business depend on local
conditions and opportunities, socio-economic demand
and the specifics of each country: the legal framework,
social security, cultural and historical traditions, and so
on.

3. The oldest and most common form of social
business is family business. A family firm may have
family members, relatives, or employees who do not
constitute fifty percent of the total number of
employees. Family businesses are an exemplary model
of social business in which management and inheritance
are carried out in accordance with family traditions.

4. The philosophy of social business is that the
investor does not receive dividends from profits
received from entrepreneurial activity, he receives only
as much money as the investments that he / she invests,
and the rest of the profits are invested in expanding the
company's activities and implementing socially
significant projects.

5.In order to strengthen the institution of the
family, which has weakened material interests, create
additional sources of income for people at home,
preserve folk arts and crafts and ensure self-
employment, it is necessary to develop and implement
the concept of family business development in the
regions of Azerbaijan within the framework of the
Strategic road map for the development of the national
economy.
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AodacoB A. B., AGbacos C. A. IIpo6sieMu po3BUTKY COLiaIbHOI0 MiANPHEMHUIITBA

VY crarTi po3KpUTO KOPIIOPATHBHY COLIaJBHY BiIIOBINAIBHICTB, COIiami3amio Oi3HeCy, CyTHICTb, 3HAYCHHS Ta KpUTepii
COLiaJbHOrO MiAMPUEMHHANTBA. 3pOOJICHO BIiIMOBIAHI y3aralbHEHHs 100 pI3HOMAHITHUX HAyKOBO-TCOPETUUHHMX MOTJIIIIB
C€KOHOMICTIB Ha OI[IHKY COIiaJIbHOT BiIOBITAIBHOCTI ITiJIPHEMCTB.

JleTanbHO TIOSCHIOETHCS XapaKTEPHUCTHKA, OCHOBHI HPHUHIMIM Ta Qinocodis comiansHOro mimmpueMHunTsa. dizocodis
COLaJIbHOTO MiAMPUEMHHLTBA IPYHTYETHCSI HAa TOMY, 1[0 IHBECTOPY HE BUILUIAYYIOThCS AUBIICHIN HA MPUOYTOK, SIKMH OTPUMAHO Bif
MiAIPUEMHUNBKOT TIsTIBHOCTI, — BIH OTPHUMYE JIMIIIE CyMy BKJIQJICHHUX T'POIIEH, a pelTa iHBECTHIIIH BKIATaeThCs y PO3BUTOK Oi3HECY
Ta peali3allifo COliaTbHO 3HAYYIINX MTPOEKTIB.

Poskpuro ocobauBocTi (opMyBaHHs CiMeiHOro rocmogapctBa (cimeiiHOro Oi3Hecy) SIK BaXIHMBOI (OPMH COLIATBHOTO
MANPUEMHUIITBA Ta IEPCIEKTHBU PO3BUTKY Ha perioHanbHoMY piBHi. CiMeliHuii 6i3Hec — 1ie couianbHa Gi3Hec-Mo/enb, y sAKiil YieHH
ciM’i OepyTh ydacTb B YHpaBIIHHI Ta CIIAAKOEMHOCTI y ciMeHHHMX Tpaaumisx. @ipmu cimeiiHoro 6i3Hecy po3BUBANUCS i CTAIN
BEJIMKMMH KOMITAHISIMH, 1110 BIUTHBAIOTh Ha CBITOBY €KOHOMIKY.

B Asepbaitmkancekiii Pecy6nini ABAD  (cmpomrena miaTpumka ciMeiiHoro O6i3Hecy) Hamae MiATPUMKY CiMEHHHM
HiAnpreMcTBaM y cepi MECTELTBA Ta peMecell, a TAKOXK y Oi3Hec-IIaHyBaHHI, MAapKeTHHTY, IHU3aiiHi, GiHaHcax, OyXranTepchbKiil Ta
opuaAn4Hii gonomosi. Kpim mporo, minTpuMka 3idCHIOEThCS 1 IpH cepTHdikalii BupoOieHol IpoayKuii BiAMOBIAHO 10 MPHHIHUILY
«EIVHOTO BiKHA», opraHizauii sorictuku Ta 30yTy. Po3pobneHo mpakTudHi pekOMeHAalii MO0 TMOCHIICHHS POJIi COLialbHOTO
MiNIPUEMHUNTBA y HiIBHIIEHHI J0OpOoOYTY HaCSICHHS Ta CTAJIOMY PO3BHTKY HalliOHAJILHOT €KOHOMIKH.

Kniouosi cnosa: conianizatiis 6i3Hecy, KOpropaTiuBHa coLliajibHa BiIMOBIIaJIbHICTB, COLIAJIBHE MMiANPUEMHHLITBO, CiIMEHHI (QipMH,
cimeiiHuii 6i3Hec, couiabHe MApTHEPCTBO.

Abbasov A., Abbasov S. Problems of Development of Social Business

The article reveals corporate social responsibility, business socialization, the essence, meaning and criteria of social business.
Appropriate generalizations were made on the various scientific and theoretical views of economists on the assessment of corporate
social responsibility.

The characteristics, basic principles and philosophy of social business are explained in detail. The philosophy of social business
is based on the fact that the investor is not given dividends on profits received from entrepreneurial activity, he receives only the amount
of money invested, and the rest of the investment is invested in business development and the implementation of socially significant
projects.

The features of the formation of family farms (family business) as an important form of social entrepreneurship and development
prospects at the regional level are revealed. Family business is a social business model in which family members participate in
management and succession in family traditions. Famous family business firms have evolved and become large companies influencing
the global economy.

In the Republic of Azerbaijan, ABAD (Simplified Support to Family Business) provides support to family enterprises in the field
of arts and crafts, as well as business planning, marketing, design, finance, accounting and legal assistance. Certification of
manufactured products according to the “one-stop shop” principle, organization of logistics and sales is carried out by ABAD.
Suggestions were made to increase the role of social business in improving the welfare of the population and in the sustainable
development of the national economy.

Keywords: business socialization, corporate social responsibility, social business, family firms, family business, social
partnership.

AodacoB A. B. A6dacos C. A. IIpodiembl pa3BUTHS COLMAILHOIO NPEANPUHUMATEIbLCTBA

B crarbe packpbITH KOPIIOpPAaTHBHAS COI[MAIbHASI OTBETCTBEHHOCTD, COIMANIM3aIMsl ON3Heca, CYIIHOCTD, 3HAYEHHE ¥ KPUTEPUH
COILMAIBHOTO TpeANpUHUMATENbCTBA. CHenaHbl COOTBETCTBYIOIIHE OOOOIIEHHS pPa3lIUYHBIX HAayYHO-TEOPETHUECKUX B3IIIAIOB
9KOHOMHMCTOB Ha OIIEHKY COIIMAIbHOM OTBETCTBEHHOCTH MPEATIPUSTHH.

JletanbHO pa3bsCHSAETCS depTa, IJIABHBIE NPHUHIOUIEI W (HIOCOGHS COINHAIBHOTO IpeNIpHHUMATENsCTBA. Pumocodus
COIMAIbHOTO MpEANPHHUAMATENbCTBA OCHOBBIBAETCSI HAa TOM, YTO HHBECTOPY HE BBIIUIAUMBAIOTCA AWBHICHABI Ha MPHOBLIB,
MOJTYYESHHYIO OT NPEANPUHAMATEIBCKON AESTENFHOCTH, - OH IOJY4aeT TOJIBKO CYMMY BIOXKCHHBIX JICHET, a OCTAIbHBIC HHBECTUIINI
BKJIAJIGIBAIOTCS B Pa3BUTHE OM3HECA U PEATN3alNI0 COLHATBEHO 3HAYNMBIX IIPOEKTOB.

PackpbIThl 0coOeHHOCTH (OPMHPOBAHHUS CEMEHHOro Xo3sificTBa (ceMeifHOro OH3Heca) Kak BaKHOH (OPMBI COLMAIBHOTO
MPeANPUHUMATENbCTBA U TIEPCIIEKTHB Pa3BUTHS HA PETHOHANBHOM ypoBHe. CeMeliHblil Ou3Hec — 3T0 coluanbHas OM3HEC-MOJENb, B
KOTOPOI1 WIEHBI CEMbH IIPUHUMAIOT yIaCTHE B YIIPABICHUH U IIPEEMCTBEHHOCTH B CEMEHHBIX Tpaauiusix. GupMsl ceMeiHoro 6uzneca
Pa3BUBAIKCh U CTAJIM KPYNHBIMU KOMITAHUSMH, BIMSIOIMHI HA MUPOBYIO SKOHOMHUKY.

B Asepb6aiimxanckoii Pecybnuke ABAD (ynpouieHHast moaiepkka ceMeHOro Ou3Heca) OKa3bIBaeT MOJAEPKKY CEMEHHBIM
MIPEANPUATHSIM B chpepe HCKYCCTBa M peMeced, a TakKe B OM3Hec-TUIaHNPOBAaHUH, MApKETHHTe, Anu3aiiHe, puHaHCaX, OyXralTepcKoi u
1opuandeckoil momouu. Kpome Toro, mojiep:kka oCymecTBIIeTCs U PU cepTU(HHUKALIMN TPOU3BOJUMOI MPOIYKIUH B COOTBETCTBUH
C INPHUHIUIIOM «EIHHOTO OKHA», OPraHH3al11 JOTUCTHKU U cObITa. Pa3paboTaHbl MpakTHUECKHE PEKOMEHALUH 110 YCUIEHHIO POITH
COILHAJIEHOTO NPEAPUHUMATEIECTBA B OBBIICHUH 0JIArOCOCTOSHUS HACEJICHUS M YCTOMYHUBOM Pa3BUTHH HAIIOHAIBHOH SKOHOMHKH.

Knioueswie cnoga: corpanusanys OusHeca, KOpHopaTHBHAs COLHANbHAs OTBETCTBEHHOCTD, COIIMANIBHOE MTPEANPHHUMATENBCTBO,
ceMeiiHble (PUPMBI, CEMEHHBIIH OU3HEC, COLMAIBHOE TapTHEPCTBO.
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