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government in the conditions of the COVID-19
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George Abuselidze"" and Anna Slobodianyk?

"Batumi Shota Rustaveli State University, Ninoshvili, 35, 6010, Batumi, Georgia
National University of Life and Environmental Science of Ukraine, Heroiv Oborony, 11, 03041,
Kiev, Ukraine

Abstract. The paper has proved that socially responsible activities of
enterprises in the current conditions are considered as an example of
solidarity of business and the society in terms of contributing on improving
the living standards of the population, in particular, to ensure decent
conditions and remuneration, enhancing health care, reducing negative
impacts on the environment. The article analyses the fact that due to the
spread of COVID-19, businesses around the world are counting losses, and
governments are developing anti-crisis measures for national economies.
However, in a country with small open economies, a new significant
expansion of the set of measures to the existing list can lead to the loss of
millions of jobs and significant losses of budgets at various levels. It has
been proven that entrepreneurs are responsible for the well-being of
millions of employees and are also looking for possible ways to prevent the
shutdown of enterprises, to avoid more complex consequences in order not
to leave a significant part of the population without the means of
subsistence. Therefore, for small open economies in a system of such
methods, it is important to focus on the synergetic effect of the
implementation of the socially responsible relationship of business,
government, and individuals in the period of introduction of quarantine
measures and dissemination practices for the implementation of socially
responsible activities on macro and micro level which will get a positive
result and minimize job loss of millions of people.

1 Introduction

The solution of social problems in modern society is of paramount importance due to the
strict strengthening of quarantine measures. The decline in economic activity in the country
of small open economies is associated with the closure of entire industries that are
forbidden to work, and whose work potentially contributes to the spread of COVID-19
(whose activities are associated with mass events, sports clubs, catering establishments
(except for take-away or delivery, etc.), is indicated on the real revenues of state and local
budgets, which, in turn, significantly reduced the ability of the government to fulfil its
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social and economic functions. The result of the shutdown of most companies is the loss of
work for millions of people, and the budget - most of the revenue. The social consequences
will be very negative, a large number of people having no savings and having lost their
livelihood, may go out to protest in desperation, and the government will have much less
financial and organizational resources to fight the virus. Accordingly, the consequences of
the pandemic will be truly critical.

In such conditions, the social cohesion of government bodies, civil society institutions,
and the business environment is extremely important. Now business can become a new
active force that can bear the burden of social responsibility on an equal basis with the
government, both in relation to its employees and customers and in relation to society as a
whole.

2 Research methods

2.1 Analysis of recent research

Many scientists are involved in research of the pandemic crisis problem. Among them are
R. Peckham, J. Lepoutre, A. Heene and others. The research highlights issues such as the
nature of world economic crisis in the context of civilizational development of world and
the development of anti-crisis measures, although fragmented [1-7], As for business social
responsibility researchers, the greatest attention to these issues was paid by A. Berk, M.
Morsing, L. J. Spence and others [8-12].

L. Alfaro forecast changes in aggregate stock returns in Hong Kong during the SARS
outbreak and the United States during the COVID-19 pandemic [13]. T. Besser (2012) and
X. Zhao et al. (2016) shows that the social performance of big and small businesses alike is
dependent upon the values and disposition of the top decision maker [14, 15]. The results of
Burton and Goldsby (2007) suggest that the link between attitudes and behavior allows for
exploration of CSR and corporate social performance issues by other researchers [16]. A
research paper by Carroll et al. examines CSR scenarios to concepts, research, and issues
[17]. A study article by Casson and Pavelin (2015) examines the social performance and
responsibilities of Entrepreneurship [18]. According to authors of paper uses existing
research findings to identify two types of factors that may impact on employee motivation
and commitment to CSR “buy-in” [19-21]. The authors Cornelius et al. (2007) and Kolk
(2016) found the nature, motivation, and commitment to ethical learning provided by
business schools [22-24]. Using content analysis of their institutional and home sites,
authors evaluate their corporate style, level of involvement in socially responsible
programs, degree of social integration, and attitude to teaching ethics. According to Jenkins
(2010), corporate social responsibility (CSR) is the domain of the corporate sector [25]. He
focused on their social and environmental impact, as evidenced by the growing number of
initiatives aimed at involving SMEs in the CSR agenda [10, 26]. The article "Corporate
social responsibility and social entrepreneurship" defines the solution of external social
problems of corporate relations between social enterprises [7, 22, 23]. A research paper by
Gupta, Davies and Crane examines explored the HR practices utilized by three SMEs in
embedding CSR [27, 28]. To assess business CSR, the Authors, Grigoris (2016), Harjoto
and Laksmana (2016), developed numerous methodologies that affect the attitude of
stakeholders and classified the main problems of ten CSR assessment methodologies [29-
32].

Paying tribute to the significant scientific heritage of researchers, it should be noted that
the situation occurring in March 2020 is the result of the introduction of an emergency, the
business has faced new challenges, such as maintaining the lively-hoods of their own
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businesses in realities and issues of job loss for millions of people, therefore, finding a way
out of the crisis situation.

2.2 Research methodology

The theoretical basis of the study is the scientific works of domestic and foreign scientists,
legislative and regulatory acts of the government of small open economies. The research
has used a systematic approach to the study of socio-economic phenomena, in particular,
based on the fundamental provisions of economic theory, a methodology of economic
analysis, and decision-making. We also applied a combination of general scientific and
special methods of cognition: logical generalization, analysis, comparison and synthesis;
structural, correlation, factor analysis; expert assessments, forecasting, and graphical
methods.

3 Results and discussion

In the conditions of the pandemic era, a country with small open economies has new
requirements for the formation and implementation of a mechanism for business social
responsibility. The socially responsible activity of enterprises in the current conditions is
considered as an example of solidarity between business and society in order to save human
lives. In addition, social responsibility is an integral component of companies' business
activities, which significantly affects the formation of the image of the national business
and the country's small open economies in general and will contribute to improving the
socio-economic, environmental situation in the country and the protection of human rights
in accordance with international norms and business standards.

The most accurate definition of the essence of a business social responsibility is its
interpretation as the responsibility of an entrepreneur for the integrated public utility of the
business. However, understanding of the public utility of business varies both in scientific
circles and in the practice of implementing social responsibility. Science identifies four
approaches to understanding the social responsibility of an enterprise, one of which is the
moral and ethical approach, where business can be morally responsible when it focuses on a
combination of the economic interests of the enterprise and the social needs of employees.
This position considers business social responsibility as a moral and ethical responsibility.
Due to the spread of COVID-19, enterprises around the world are counting losses, and
governments are developing anti-crisis measures for national economies.

Italy has become the first developed Western country to stop much of its industry in
order to limit the spread of coronavirus. By the government's decision, the termination of
commercial activities that are not vital is also extended to heavy industry. According to this
decision, thousands of companies, from small and medium to large, will be closed.
Employees will receive a partial payment for temporary job loss schemes, the effect of
which is now extended to small businesses [33].

In the United States, the Senate has approved a $ 2.2 trillion package of economic
assistance for the coronavirus pandemic. The funds should go to help entrepreneurs,
employees, the health care system, and less affluent Americans. Among the envisaged
measures is a small business support program for the salaries of employees who are forced
to stay at home, in the amount of 367,000,000,000 $ or a program of guaranteed subsidized
loans to large businesses, in particular to airlines in the amount of 500,000,000,000 $. In
addition, Americans with earnings of 75,000 $ per year must receive 1,200 $ at a time, and
spouses with earnings of 150,000 $ per year - 2,400 $ and another 500 $ per child. Also, the
funds from this package have four months to partially cover the wages of employees who,
although not dismissed, were left without work and therefore were without payment: in
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addition to the amounts provided for assistance to the unemployed from the States, they
will also receive an additional 600 $ per week. And companies that continue to pay their
employees will receive certain tax benefits.

In India, authorities have started distributing humanitarian aid to a large number of poor
people and those who remained unemployed due to the ban. The government has allocated
1.7 trillion rupees (more than 22.5 billion $) for this assistance, which is intended for
800,000 people - about 60 percent of the country's population. And more than 200,000,000
women and 300,000,000 elderly, widows, and disabled people will also receive cash
payments.

In Denmark, taxpayers will be given a delay in paying VAT due to coronavirus
conditions to mitigate the hit. The Australian government is going to adopt a package of
measures aimed at saving businesses from the effects of coronavirus in the form of tax
incentives for investment, support for small and medium sized businesses, and benefits for
pensioners.

China is urgently introducing tax incentives to protect the economy from coronavirus.
Medical supplies and medications that are purchased by Bank transfer and issued to
employees in institutions and public organizations will not be subject to individual income
tax. Logistics and courier companies providing delivery of vital goods to citizens are
exempted from VAT. Tax exemptions are also considered for enterprises in the field of
transport, tourism, hotel, and restaurant business, which suffer significant losses through the
coronavirus. In addition, incentive awards will be given to doctors and other participants in
the national program to combat the disease.

The UK Treasury has announced a plan to stimulate the economy in response to the
crisis, which will include tax cuts and loans to small businesses. The Ministry of Finance
coordinated financial assistance with the central bank of Great Britain. Since March 11, the
key rate has been reduced from 0.75% per annum to 0.25% per annum.

In France, support measures are primarily aimed at business. In particular, it is now
allowed to transfer employees to remote work without their consent. In addition, companies
affected by coronavirus are subject to fines for delays in the execution of state contracts.
They will also receive a deferred payment of taxes and payments to social funds. Citizens
also have an indulgence: paid sick leave from the first day will be given to all parents
whose children will be placed in quarantine [33].

The Georgian government has allocated 2 billion GEL to support the economy and has
developed an additional package of measures, which will result in an additional total of
more than 1 billion GEL in financial resources of the country's economy. In particular:

1. Banks will individually consider loan restructuring to businesses facing the problem
of loan repayment. As a result of this process, about 100 million GEL financial resources
will be released in the hotel industry alone.

2. Citizens wishing to reschedule the loan, will be allowed by the bank to defer the
payment for the next three months and for the companies (hotels and restaurants, travel
agencies, transport companies, excursions, cultural and sports events organizers, etc.) that
carry out tourism activities the Government of Georgia will defer property and income tax
payment for the next 4 months (until November 1). As a result, the benefit will apply to
18,000 taxpayers, and more than 50,000 employees, which means more than 100 million
GEL will remain in this sector of the economy. In addition, in order to provide financial
resources to companies, the government will double VAT refunds, and instead of the
planned 600 million GEL by the end of the year, the Ministry of Finance will return 1,200
million GEL (600 million GEL more) to companies.

3. A special state program will be implemented by the government for further
stimulation of the economy, through which hotels having from 4 to 50 rooms will receive
co-financing of 6% interest on a bank loan throughout Georgia. The project will affect
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about 2,000 hotels across the country having received significant financial damage as a
result of the pandemic and will be increased support for the capital projects in the country
(capital expenditures will be increased by additional 300 million GEL).

January 24, 2020, the Government made a decision to approve the Concept for the
implementation of a state policy in the development of a socially responsible business in
Ukraine for the period until 2030. According to the concept, companies should be
encouraged to adhere to international standards and principles while doing business in
Ukraine. Socially responsible businesses will contribute to improving the living standards
of Ukrainian citizens, in particular, improving decent working conditions, wages and
medical services and reduce the negative impact on the environment:

* The mandatory introduction of cash registers for all categories of "simplifiers" is
postponed for 3 monthsy;

» Small businesses and those engaged in independent professional activities are exempt
from the unified social contribution for the periods from 1 to 31 March;

» The application of most fines for violation of tax legislation for the period from
March 1 to May 31, 2020, is limited (liability for violation of accrual, declaration, and
payment of value - added tax, excise tax, rent payment is retained);

* Checks are prohibited from March 18 to May 31;

* No land fee is charged or paid for the period from March 1 to April 30, 2020;

* The deadline for submitting the annual Declaration of property status and income is
extended until July 1, 2020;

* A moratorium is established on conducting documentary and factual inspections for
the period from March 18 to May 31, 2020, except for audits regarding the amount of
budgetary compensation for VAT.

The events held by the government are important both for supporting business and for
social protection of the population. The situation that has developed is important primarily
due to the fact that the virus destroyed or temporarily blocked many international valuable
chains associated with China (see Fig. 1).

Current market ¢
% change since 31
Ohtyllod
- [nterne| w0 (1)
January 31 \
0 Leommatce Real estate sS40
ey il - Murbelplce (36}
| fcommorce Mobdliy & sin
o sulorm I A
ke Retl 3]
0 oS
L s Bian Payments 50%)
Seunch §34
Wpp Myertiving a
[ Advertitag ' el [0}
e Jabwirth & “ Wobity Sv” "g
fhenimen 153%)
]
[ TN Trawel s

[56%)

Fig. 1. Impact on IT, Tech, and Startup industries in the world.
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Most of the experts admit that the situation can be quickly taken under control, and the
impact of the virus on the global economy will be significant, but short-term. In a
comparative analysis Figure 1 of countermeasures against the spread of COVID-19 in small
open economies and other countries where the virus has become much more widespread,
Georgia, Azerbaijan, Armenia, and Ukraine have already applied a set of more rigid
measures compared to the other countries (the prohibition of international and intercity
communication, significant restrictions on traffic, the closure of public -catering
establishments, concert venues and retail chains) and another significant expansion of the
package of measures to the existing list can lead to the loss of millions of jobs and
significant loss of budgets on various levels (see Fig. 2).
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Fig. 2. Comparative analysis of COVID-19 counteraction measures in the world.
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Georgia, Azerbaijan, Armenia, and Ukraine do not have sufficient financial reserves,
and therefore, if an additional set of quarantine restrictions is imposed and a large number
of enterprises are stopped without an appropriate economic support program, this will lead
to a deep economic collapse and severe social consequences that are difficult to predict.

In such a critical situation, a socially responsible business partially assumes the
functions of the government. Consequently, the business community considers that in the
current conditions it is necessary to focus on the following:

1) To prevent a significant loss of jobs;

2) As soon as possible, to fulfill the government's obligations to the IMF and obtain
funding to adopt two laws, in particular, the law on the impossibility of returning banks to
their former owners;

3) Immediately reduce budget expenditures (stop funding government programs, etc.)
and direct the released funds to combat the pandemic;

4) Ensure quick and effective verification of recipients of pension and social payments
and benefits, which will allow to identify non-existent recipients and accordingly, reduce
state budget expenditures;

5) Centralize the use of funds in the local and state budgets to control its use only in
order to combat a pandemic;

6) The government must provide the state with a tax-free minimum income for workers
affected by the introduction of quarantine measures;

7) Stop accrual of any financial sanctions to all business entities that have loans in
banking and financial institutions.

Fig. 3. Socially responsible activities to macro and micro level.

The business community is well aware of the complexity of the challenges facing the
country and is ready to cooperate with the authorities. With the coordination of the Office
of the Business Ombudsman and the private sector, the StopCoV Foundation was
established in Georgia to combat the COVID-19 virus, where the accumulated amount
exceeds 133 million GEL. Entrepreneurs are responsible for the well-being of millions of
our employees and are also looking for possible ways to prevent businesses from shutting
down, to avoid more complex consequences, and to leave a large part of the country's
population without means of subsistence.

Therefore, for small open economies (SOEs) in the system of such methods, it is
important to focus on the synergistic effect from the implementation of socially responsible
relations between business, the government and the individual during the introduction of
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quarantine measures and the extension of the implementation of socially responsible
activities to macro and micro level as a result of which we get a positive result and
minimize the loss of work for millions of people (see Fig. 3, 4).

SYNERGY EFFECT

For the enterprise

Establishing partnerships between business, government and the public

Developing a system of
partnership relations
with contractors

Enterprise Support
during COVID-19
Counteraction

Implementation of the
principles of social
responsibility and

corporate culture in the
process of enterprise
management
1. Providing business support during the quarantine period;
2. The development of social entrepreneurship;
3. Increasing business and public confidence in public authorities;
4. Incentives to support domestic producers of consumer goods during the crisis.

Fig. 4. The effect of synergy from the strengthening of social responsibility of business, government,
and citizens.

The result of strengthening in the current conditions of socially responsible relations
between business, the government and citizens has a number of effects [21, 34-36], in
particular: reducing the unemployment rate during quarantine, enhancing health care,
developing education, protecting the socially vulnerable segments of the population,
developing social entrepreneurship, providing business support during quarantine measures;
increasing the confidence of business and the population in public authorities; encouraging
support for domestic producers of consumer goods during the crisis.

4 Conclusion

Due to the spread of COVID-19, businesses around the world are counting losses, and
states are developing anti-crisis measures for national economies. In Italy, workers will
receive a partial payment for temporary job loss schemes, which are now extended to small
businesses. In the United States, the Senate has approved a $ 2.2 trillion package of
economic assistance for the coronavirus pandemic. In India, the authorities have started
distributing humanitarian aid to a large number of poor people and those who are
unemployed due to the ban. In Denmark, taxpayers will be given a deferral to VAT payers
due to pandemic conditions. China urgently introduces tax incentives to protect the
economy from coronavirus. The UK Treasury has announced a plan to stimulate the
economy in response to the crisis, which will include tax cuts and granting loans to small
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businesses. In France, it is permitted to transfer employees to remote work without their
consent. The situation that has developed is important primarily because the virus has
destroyed or temporarily blocked many international valuable chains.

In such a critical situation, a socially responsible business partially assumes the
functions of the government. Social responsibility of a business today is the main way to
support and provide employees during the quarantine period and associate with voluntary
social obligations for interested groups and society as a whole.

Social responsibility in small open economies along with private property, legal
guarantees, an effective management system, self-governing and market institutions can
become the basis for the formation of a socially - oriented market economy. However, a
market economy does not automatically generate wealth, but can only contribute to
development. For the development of such a system at all levels of the country's economy,
it is necessary to formulate new effective mechanisms, in particular, in connection with the
pandemic caused by COVID-19. Therefore, for small open economies, in the system of
such methods, it is important to focus on the synergistic effect of the implementation of
socially responsible relations.
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