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CODE OF ETHICS FOR SMES:
SUBSTANTIATING THE
NECESSITY AND WILLINGNESS
TO IMPLEMENT IN UKRAINE

Abstract

The article substantiates the necessity of development and implementation of ethical
rules of doing business into the business practices of small and medium enterprises.
Particular attention is paid to business entities in Ukraine as a country with one of the
highest levels of shadow economy. The two-level structure of SMEs’ Code of Ethics de-
signed by the author is being presented, which is based on the following key concepts:
transparency of business entities activity, partnership integrity, environmental and so-
cial responsibility, which are interrelated and reflected in the individual modules of
the Code.

The article presents the results of approbation of the author’s Code of Ethics for SMEs.
The approbation is based on a personal and interactive questionnaire about the readi-
ness of Ukrainian SMEs representatives to introduce ethical norms into their activities.
The authors determined that Ukrainian SMEs are not well-informed about possible

positive effects from following norms and rules in business, in particular, in terms of
improving the business climate in the country, increasing the investment attractiveness

of the economy as a whole and economic entities in particular, simplifying the access

to financial and credit instruments.

The survey and questionnaire of Ukrainian SMEs confirmed the need for the devel-
opment and implementation of the business Code of Ethics norms, as well as poten-
tial demand for it. The respondents recognize the importance of certain international
ethical rules in conducting business, which may contribute to attracting investment in
Ukraine; however, this is not the only factor affecting the investment attractiveness of
domestic business. It is substantiated that the business climate improvement is a com-
plex issue, and the Code of Ethics, in this context, creates the opportunities of guiding
and encouraging participants to the active influence on the business environment: to
declare zero tolerance to corruption and to form and to maintain clear position in
interactions with the public authorities.

Keywords small and medium enterprises, code of ethics, business
ethics, corporate, ecological, and social responsibility of
business

JEL Classification  M13, M14, M21

INTRODUCTION

Small and medium-sized businesses are the most numerous category
of business entities of any country and, at the same time, the most
mobile, efficient and innovative part of it. The micro, small and medi-
um-sized enterprises sector is one of the largest not only in Ukraine,
but also in other developed and developing countries.Thus, more than
95% of the OECD legal entities are included in this category and they
provide around two thirds of private employment (OECD, 2005). The
SME:s play an important role in economic development through cre-
ating employment opportunities; mobilization of domestic savings;
poverty reduction; more proportional distribution of income; pro-
motion of regional development; creating an environment in which
large companies operate, etc. Taking into consideration that small and
medium-sized businesses are the most numerous category of business
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entities of any country and, at the same time, the most mobile, efficient and innovative part of it, the de-
velopment and introduction of new approaches of doing business, shifting their emphasis from a purely
commercial purpose to the needs of following principles of corporate, social and environmental respon-
sibility are important. Special attention should be paid to finding the ways of improving the interactions

between both the government, large and small businesses and citizens of the country. Therefore, the

transparency of relations and changes in the mentality of doing business by business entities, the transi-
tion to a partner relationship between a specific SME representative and its key stakeholders, the efforts

to implement their activities, taking into account the social, environmental and economic priorities and

needs of the country, become of high priority.

In this context, entrepreneurial ethics, which should cover not only corporate, but also social and en-
vironmental responsibility of economic and financial actors, is of particular importance. However, the
mechanism for the implementation of ethical norms in the business environment remains unclear, more
subjective, individual, and practically not applied at the level of small and microenterprises. SMEs are
not well aware of the possible positive effects of complying with the provisions of the Code of Business
Ethics, in particular, on improving the business climate in the country, increasing the investment at-
tractiveness of the entire country’s economy and individual SME entities in particular and, as a result,
facilitating access to financial and lending instruments.

That is why the purpose of this publication is to justify the need to develop and outline the benefits and
risks of introducing a code of conduct for business of small and medium entrepreneurs in general and
in Ukraine as a country with one of the highest levels of shadow economy in particular, as well as as-
sessment of the readiness of Ukrainian SMEs to the introduction of ethical norms in their activities. The
object of research is the relations that arise between the subjects of small and medium business and their
key stakeholders in the process of economic activity. At the same time, it is not pretended to develop an
innovative Code of Ethics for doing business, but there is a need to demonstrate the feasibility and the
possibility of adapting the codes of corporate ethics existing in the world practice to the specifics of the
functioning of small and medium-sized enterprises, taking into consideration their investment and in-
novation orientation and socio-economic responsibility.

1. LITERATURE REVIEW

the implementation of the Code of Business Ethics
on the micro level affects the level of admissibili-

Works of Schwarz are devoted to problems of
changing mentality and behavior in business
through their formalization (2001). The researcher
advises that the Code of Ethics should be used as
a tool of positive influence on the ethical behav-
ior of employees, management, partners, etc. Later,
Schwartz (2005) argues that their presence is a de-
cisive factor in choosing between the “right deci-
sion” from the employer’s ethical point of view and
the “right decision” from the employee’s ethical
point of view, which can be a tool of manipulation.

Practical studies of McKinney, Emerson, and
Neubert (2010) serve for deeper understanding of
the problem, in which it is confirmed that the exist-
ence of a written Code of Ethics reduces the proba-
bility of unethical and risky situations for subjects
of financial relations. The authors emphasize that

ty of unethical behavior of entities, which further
influences the state (especially on compliance with
legislation, in particular, environmental), com-
petitors (unacceptable competitive advantages),
shareholders (income forecasting), hired workers
(fair wage level). It should be noted that it is pos-
sible for enterprises as subjects of the economy to
outline the inverse relationship between the size
of the company and the subjectivity of the made
decisions: in big companies, where important de-
cision-making procedures involve attracting more
people, it is more likely that the decision will be
objective and rational at the expense of the broader
overall qualification, more experience, and, often,
carrying out preliminary calculations.

Paunov (2016) believes that SMEs are more in-
clined to be engaged in corruption schemes than

151



Problems and Perspectives in Management, Volume 16, Issue 3, 2018

representatives of big business. In particular, the
author focuses on obtaining corrupt practices of
patents and certificates for innovative inventions
and processes. However, such an affirmation
needs to be reinforced by the results of interviews
and surveys. Xu and Yano (2017) in their research
prove that corrupt measures have a reverse effect
on the propensity of the country and its business
entities to innovate, which, in turn, is the main fac-
tor of economic growth and is responsible for the
accumulation of innovative potential. Certainly,
the corruption that occurs in the area of SMEs ac-
tivity violates ethical standards and increases the
likelihood of their deviant behavior, which affects
the potential for their development.

Sharma and Dudeja (2013) note that the ethics of
the SMEs decisions is affected by personal factors,
values and psychology of the manager. In due time,
Longenecker, Moore, Petty, Palich, and McKinney
(2016) noted that the ethics of doing business de-
pends on the size of a business entity. According
to statistics, SMEs are the main employer, which
provides more than half of employment and, thus,
a significant share in the overall creation of eco-
nomic value. However, big business obviously has
more practical and financial tools to implement
corporate and social responsibility practices that
should be part of the current Code of Ethics. At
the same time, the issue of social acceptance of
good faith for both small and medium or large
enterprises arises, as there are both advantages
and disadvantages of applying corporate, social
and environmental responsibility practices as an
incentive to receive full or additional funding for
innovation.

Grunig and Hunt (1984), Pieczka and L’Etang
(2001), Wiley (2000) argue that in internation-
al practice compliance with the provisions of the
Code is an infrastructure necessity for any rela-
tionship. Kim Soo-Yeon and Ki Eyun-Jung (2014)
indicate that the professional codes of business
form the basic and specific values of the activity,
revealing their importance to the society.

One cannot ignore the only normative approach
to the need of formulating the provisions of the
Code of Ethics for SMEs. Thus, Tilley (2015) in
his work convinced that attempts to introduce the
Ehical Code are only deontological tools. In fact,
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compliance with the Code of Business Ethics, in
our opinion, is not only a collection of rules, but
also a tool to increase their profits in the medium
and long term.

Selguk et al. (2016) have proved that the religious
beliefs of the SMEs representatives in Turkey gen-
erally have a positive impact on the tradition of
conducting their business. Although they do not
consider it necessary to apply special codes in
their activities, however, in their opinion, in gen-
eral, religious norms can replace such codes. Of
course, on the domestic market, such an approach
is possible, because, in our view, the external eco-
nomic environment will require other approaches
beyond the limits of religious ethics.

In this direction, Schwartz (2005) also conduct-
ed a study in which he rightly interprets the Code
of Business Ethics as a normative guideline doc-
ument in which codified moral values should re-
main relevant regardless of differences in culture,
religion, time, and circumstances.

At the same time, there are opposite views on
the feasibility of developing and implementing
the Code of Ethics for SMEs. Thus, Vyakarnam,
Bailey, Myers and Burnett (1997) consider such
an event to be unrealistic. At the same time, they
do not exclude the possibility of a certain list of
general reference points and recommendations
for conducting ethical business, which will be of
a formal nature and will function at the level of
SMEs solely on a voluntary basis. The authors vi-
olate the significant ethical controversy related to
the specifics of SMEs. They are organized into eth-
ical dilemmas: conflict of interest, personal inter-
ests, stakeholders and transparency.

In previous studies concerning the prospects of
SMEs development in conditions of the 4th in-
dustrial revolution (Antoniuk et al., 2017), we al-
so paid the attention to the substantiation of the
necessity of government support to SMEs and, in
particular, to encourage the development and im-
plementation of codes of conduct of business on
the basis of corporate and social responsibility in
their work. Their application will have a positive
impact on the image of SMEs, improve their re-
lationships with investors, financial institutions,
consumers and other stakeholders.



Despite the considerable efforts of scientists in this
direction, there is still a need to study the appro-
priateness and readiness for the implementation
of the Code of Ethics of small and medium-sized
enterprises based on the corporate and social re-
sponsibility of enterprises in Ukraine, as well as
providing recommendations for the use of its pro-
visions by financing innovations.

2. METHODS

The elaboration of the Code of Ethics for small and
medium-sized enterprises based on the social and
corporate responsibility provided for a series of suc-
cessive stages. First, some relevant literary sources
have been studied that have proven the need for
changes in ethical rules of the enterprises conduct,
as well as regulatory documents that address issues
of ethics in business conduct. Secondly, foreign ex-
perience of implementing such codes in the prac-
tice of business structures was analyzed. Thirdly,
the provisions of the author’s Code of Ethics for
small and medium-sized enetrprises on the basis
of social and corporate responsibility have been
developed, which was made public on the website
of the Information Platform on Support for SMEs
Innovation (sme-sci.com). All interested persons
and survey participants were able to express their
opinion on the usefulness and meaningful content
of the Code of Ethics placed on this Information
Internet Platform in an online mode. In addition,
in order to publicize and encourage practical ap-
plication, the author’s draft of the Code of Ethics
for SMEs was sent to a number of organizations, in
particular EU-UA Civil Society Platform, Public
Organization “Economists Club”, the Center
for“Corporate Social Responsibility Development”,
The Union of Enterepreneurs of Small, Middle-
Sized and Privatized Enterprises, as well to
Verkhovna Rada Committee on Industrial Policy
and Entrepreneurship of Ukraine. Today, the struc-
ture of the Code of Ethics for the conduct of SMEs
takes into consideration the recommendations and
comments of these initiative organizations.

Fourthly, in order to determine the respondents’
opinion about need for business in the Code of
Ethics, the following types of questionnaires were
conducted: formal interactive (direct delivery of
the questionnaires of the participants (represent-
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atives of SMEs) to electronic mailboxes (received
through their own contacts, appeals to business
associations), or information with a request for
an online application form that was created using
Google Forms); formal personalized (structured
individual interviews of SMEs representatives
(participants in thematic business forums, con-
ferences, symposiums, seminars held from June to
December 2017) with the same, well-prepared list
of issues (see Figure 2). The results of the question-
naire and the pilot survey are presented below.

Table 1. The list of questions of marketing
research on the theme “Necessity of the Code

of Ethics implementation for the Management of
Small and Medium-Sized Enterprises”

Source: Systematized by the authors based
on the conducted research and questionnaires.

Questions

1. DOJOU agree with the need to implement a single
Code of Ethics for doing business?

e Yes

e No

¢ Some rules but not the Code
* Don’t see any sense

2. Do you have ethical rules of conduct and conduct
business at your enterprise, such as the Code of
Conduct of Corporate Ethics?

No

Yes (please note in field “other”)
No, Eut we plan to elaborate

To follow the paras of agreements
Rules of employees conduct
Under elaboration

Decency

3. In your opinion, can the Code of Ethics Conduct of
SMEs change the mentality of the subjects of domestic
business?

Yes, if everybody follows it

No

Yes

No, this is just another bureaucratic document
Changes through education, not codification

4. In your opinion, does the image of the company affect
the interest of domestic and foreign investors?

* Yes, depending on the company’s image, the image of
the country is formed

¢ Image - a relative thing: today, it is good, and
tomorrow — it is spoiled, so it doesn’t affect

¢ No. The interest of foreign investor is influenced
exclusively by political and economic factors

e There is no trust yet (for investing)

5. What are the reasons for distrust of foreign investors
to domestic business (you can choose several options):

Corruption

Instability of legislative framework
Complexity of legislation framework
Unstable economic situation
Monopolization of business spheres
Insufficient ROI compared to other countries
Lack of strategic partnership

Military activity in the East

Significant risk of investments losses
Language barriers

Lack of systemacity of the business itself
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Table 1 (cont.). The list of questions of marketing
research on the theme “Necessity of the Code

of Ethics implementation for the Management of
Small and Medium-Sized Enterprises”

Questions

6. In your opinion, the most important principle
for foreign investors may be compliance with the
company’s responsibility:
e Of all three above mentioned
e Corporate
¢ Social
¢ Financial
¢ For the performance of own obligations (contractual)
7. Choose/complete the key, in your opinion, structural
modules of the Code of Ethics for the conduct of SMEs
(you can choose several options):
¢ Guarantees of decent attitude of hired workers
* Main principles of cooperation with counterparties
e Norms of corporate conduct
e Attitutude to environment and natural resources use
¢ Principles of interbranch and national partnership
e Principles of interaction with financial institutions
¢ Interaction with civil institutions
e Complex of measures
® See question 1
e Transparency of financial statements
8. In your opinion, the maximum result in the regulation
of relations enshrined in the Code can be achieved
(you can choose several options):
e through the creation of the information platform for
mutual monitoring
¢ through its legalization (acquiring a status of a law)
¢ through the establishment of separate organization
concerning monitoring of its provisions
* See question 1
e Teambuilding
9. What, from your point of view, can be an alternative
to the Code in the regulation of financial relations:
1) between the state and business:
e Legislation
e Compliance to legislation
e Tax Code of Ukraine
¢ No corruption
* Mutual trust
2) between financial institutions (banks, ICl, others) and
business:
¢ Demand/proposition
¢ Law enforcement agencies, courts
¢ Int. agreements
e Legislation
e Trust
3) between representatives of business:
¢ Legislation
¢ Nothing, this is market
e Custom
e Mutual interest
e Agreements cannot stipulate all terms and conditions
® Trust
10.

What are your squestions for the content of the Code
of Ethics for small and medium-sized businesses?

Monetary flow inside and outside the country
They exist
Don’t support

L]
L]
L]
e None
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In the course of the survey, 2100 questionnaires
were sent. From them, 757 fully completed ques-
tionnaires were received (including 373 from enter-
prises that identified themselves as medium-sized,
and 384 from small enterprises). Sample reliability
was calculated using the sample size calculator for
confidence interval 5% and confidence level 95%.

The results of the survey confirmed the need to de-
velop the Code of Ethics for doing business and
made it possible to improve the structure and con-
tent of this document.

Finally, the author’s development has been final-
ized and made publicly available on the website
of the Information Support Internet Platform for
SMEs (sme-sci.com), which is accessible to all in-
terested parties.

3. RESULTS

In recent years, Ukraine has considerably wors-
ened its international competitiveness. This is
confirmed by the experts of the World Economic
Forum. Although Ukraine slightly improved its
position compared with the previous period, and
in the 2017-2018 report, it is on the 81st out of the
137 studied countries. According the methodol-
ogy of World Economic Forum, Ukraine belongs
to the countries that provide their competitive ad-
vantages, being at the stage of efficiency. According
to the sub-index “Institutions”, Ukraine ranked
118th, while its position is the worst among the
CIS countries (see Figure 1).

According to the rating, the following indicators
were affected by the results obtained for this sub-in-
dex: protection of shareholders’ interests (129th
place), independence of the court (129th place),
property rights (128th place); protection of intel-
lectual property rights (119th place). The low over-
all performance appraisal of the government has
dropped Ukraine to the top ten countries in the
world ranking for this group of indicators. So, ac-
cording to the indicator of ethical behavior of com-
panies in two years Ukraine lost 26 positions (102nd
place among 137 countries of the world) in compar-
ison with the previous period. One of the problems
that causes low competitiveness is unethical behav-
ior of companies (102nd place among 137 countries).
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Source: Compiled by authors based on The Global Competitiveness Report 2017-2018.

Romania I 36
Latvia [ 82
Poland I 72

Slovenia I 56

Lithuania I 53

Estonia

0 20 40

60

80 100 120 140

Figure 1. Place of Ukraine under the sub-index “Institutions”

THE GUARANTEES OF THE DECENT ATTITUDE
TO THE HIRED WORKERS:

a guarantee of a favorable and safe working

environment;

support for cultural diversity as opposed

to discrimination and prosecution;

regulation of the process of hiring

and employment;

motivation to increase intellectual capital

through training and development.

Source: Compiled by the authors.

NORMS OF CORPORATE BEHAVIOR:
protection of the company’s property;
rules for using telecommunication systems and
ensuring the confidentiality of information;
requirements for corporate gifts;
encouraging a healthy lifestyle.

MAIN PRINCIPLES OF WORK WITH
COUNTERPARTIES:

the principle of responsibility and principle of
conscientiousness;
principle of impartiality when choosing partners;
quality control when working with partners;
intellectual Property Rights Guarantee;
satisfying customer inquiries and complaints;
supporting competition and counteracting
market; monopolization;
special requirements for contracts and contacts.

MODULES OF THE CODE OF ETHICS PROVISION FOR THE SMES’ BEHAVIOR

PRINCIPLES OF INTERBRANCH

AND NATIONAL PARTNERSHIP:
creation of the image of the national producer;
facilitating the recognition of the business
culture;
principles of fair competition;
a decent attitude to competitors in the public
space;
the inadmissibility of non-economic methods of
competition.

PRINCIPLES OF INTERACTION

WITH FINANCIAL INSTITUTIONS:
completeness of the provided information;
reveal of significant changes;
taking into account the interests of investors and
creditors;
avoiding the negative impact on the image of
investors and creditors.

INTERACTION WITH THE CIVIL INSTITUTIONS:
collaboration with public institutions;
interrelations with professional associations;
interaction with local communities;

zero tolerance for corruption.

THE ENVIRONMENT AND USING OF NATURAL RESOURSES:

compliance with environmental policy;

optimality of strategies and tools according to environmentally friendly goals;
environmental orientation in relations with contractors.

Figure 2. The main modules of the Code of Ethics provision for the SMEs’ behavior
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This means that there is a sharp demand on or- °

dering relationships between business representa-
tives and other stakeholders. Such ordering can be
realized by implementating that formal unformal
and unformal rules. They can be formed in Code
of Ethics for SMEs.

According to the groups of interaction of the
SME:s with the subjects of economic and financial
relations, a two-tier structure of the provisions
of the Code of Ethics for the conduct of SME:s is
presented, as shown in Figure 2. The structure is
based on such key accents as honesty (transpar-
ency of activities) of business entities, partnership
integrity, environmental and social responsibility,
reflected in individual modules of the Code and
interrelated. In addition to this, the key goals were
the sustainable development goals that outline
and confirm priorities and aspirations in the glob-
al economic and financial spheres for the period
up to 2030. They should serve as a benchmark for
Ukraine, and in particular the Ukrainian SMEs,
in seeking their preferences in the world commu-
nity and restoring trust and interest from poten-
tial investors.

The approbation of the draft provisions of the Code
of Ethics for the SMEs’” conduct was carried out
within the framework of the marketing research
by the survey method of the event participants, as
mentioned above. The marketing research “The
Need for Implementation of the Code of Ethics
for the Management of Small and Medium-Sized
Enterprises” was conducted within the frame-
work of participation in the International Forum

1. Do you agree with the need to implement

—

‘Innovation Market”, held on November 21-24,
2017, as well as social networking tools (Facebook,
Telegram) and focus groups within the framework
of a scientific project and with the support of the
Ministry of Education and Science. The object of
the study was the ethical component of business
activity, the subject of the study was the poten-
tial of its unification as the Code of Ethics for the
management of small and medium-sized enter-
prises. The information of the marketing research
is relevant and available for analysis. The respond-
ents were able to pass a survey on the list of ques-
tions, the structural indicators of the results of re-
sponses to which are presented in Figures 3-7.

Consequently, within the framework of the survey,
a questionnaire was conducted among the repre-
sentatives of 757 SMEs. Each of the respondents
was asked 10 open and closed-ended questions
about their assessment of the value and status
of the ethical component of doing business, the
prospects for implementing the Code and the vi-
sion of its individual components. Among the re-
spondents, 80% responded positively to questions
about the need to implement certain rules of the
business ethics or a single Code of Business Ethics,
which determines the relevance of the research di-
rection and the demand for the results of the work
on the Code development (Figure 3).

At the same time, only 30% of the respondents
have introduced Codes of Corporate Ethics or
certain rules of the employees’ conduct. Another
23% of those polled said that such documents are
planned or are already under development. The

Source: Calculated by the authors on the basis of the conducted research.

a single Code of Ethics for doing business?

= Yes (77%)
= Some rules but not the Code (3%)
Don’t see any sense (3%)

No (16%)

Figure 3. Structural indicators of answers to questions that determine the urgency of the research
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3. In your opinion, can the Code of Conduct Ethics of
SMEs change the mentality of the subjects of domestic
business?

B Yes, if everybody
follows it (46%)

No (23%)

Yes (15%)

No, this is just another
bureaucratic document
(13%)

Changes through
education, not
codification (3%)

Figure 4. Structural indicators of answers

Problems and Perspectives in Management, Volume 16, Issue 3, 2018

Source: Calculated by the authors based on the conducted research.

4. In your opinion, does the image of the company affect
the interest of domestic and foreign investors?

B Yes, depending on the
company’s image, the
image of the country is
formed (77%)

No, image is a relative
thing (10%)

&

No, exclusively political
and economic factors
(10%)

There is no trust yet (for
investing) (3%)

to questions that determine the possibility

of using the results, applying qualitative research methods

predominance of positive responses to the ques-
tion of the need for the Code can be interpreted as
a potential demand for a single document for the
SMEs sector, which avoids the cost of resources
for the development of individual provisions and
documents.

Based on the objectives of implementing the Code,
it was important for the respondents to receive
feedback on the expected potential of the Code, in
particular, the impact on the mentality of SMEs
and their image among the investors (Figure 4).

61% of the respondents agree with the possibility
of changing the mentality of subjects of domestic
business. However, only a quarter of them uncon-
ditionally agree with the potential impact of the
Code. The rest defined the need for the instru-
ments to enforce it.

Among the priority methods, the tools of mutual
supervision and monitoring prevailed (48% of the
respondents). And only 31% consider the Code’s
status of the law to be effective.

The respondents also agree with the importance
for foreign investors of having ethical norms of
doing business (Figure 5): 77% of the respon-
dents agree that the image of the company is

shaping the image of the country. However, the
key factors of investment attractiveness and
trust in domestic business were the complexity
and instability of the legislative base (37% of the
respondents), corruption (25%), instability of
the economic situation (13%), monopolization
of business (11%), and low profitability, lack of
opportunities for strategic partnership, military
activity in the East, risks of investment losses,
language barriers, unsystematic business (< 10%
of respondents). That is, the key obstacle to at-
tracting investors to business is infrastructure
issues, and then - economic attractiveness. In
this aspect, the Code creates the opportunity to
direct and encourage the participants to influ-
ence actively on the environment: to recognize
zero tolerance for corruption, to formulate and
to maintain a clear position on interaction with
the authorities.

The respondents’ vision of the structure of the
code is as follows: 70% of the respondents de-
termine the equivalence of corporate, social
and environmental responsibility; 15% of those
consider the dominant corporate responsibility,
10% - the social one. Therefore, hypothetically,
it can be argued that today, the conduct theory
has a significant impact on the country’s market,
and a significant positive impact on the image
of Ukrainian business can be carried out by ele-
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Source: Calculated by the authors based on the conducted research.

5. What are the reasons for distrust of foreign investors to domestic business
(you can choose several options):

Corruption

Instability of legislative framework
Complexity of legislation framework
Unstable economic situation
Monopolization of business spheres
Insufficient ROI compared to other countries
There are no possibilities for strategic partnership
Military activity in the East

Significant risk of investments losses
Language barriers

Lack of systemacity of the business itself

0% 10% 20%

T 25%
I 20%
T 17%
I 13%
I 11%

I 7%

. 3%

N 1%

N 1%

BH 1%

N 1%

30%

6. In your opinion, the most important principle for foreign investors may be complance
with the company’s responsibility:

B Of all three below mentioned (69%)
B Corporate (15%)
B Social (10%)

Financial (3%)

B Performing of obligations (3%)

Figure 5. Structural indicators of answers to questions that determine the most commonly used
practices of practitioners (SMEs) about the image of the country

mentary decency and trust in financial and eco-
nomic relations between the business entities.
Among the variants proposed by the respond-
ents, the financial responsibility and responsi-
bility for fulfillment of obligations also appeared.

The main structural modules were: the guaran-
tees of the decent attitude to the hired employ-
ees (27%). The main principles of work with the
counteragents (18%), The standards of corporate
conduct (16%). The attitudes towards the envi-
ronment and use of natural resources (12%). The
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principles of interbranch and national partner-
ship (10%). The interactions with the financial
institutions and the civil ones are less important.

The survey considers alternative ways of regulat-
ing the relations between the actors: between the
state and business, between the financial insti-
tutions (banks, ICI, others) and business, and
directly between the business representatives.
In the first plane of relations, according to the
respondents, the agreed legislative regulation of
relations, including the Tax Code (73%), is de-
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Source: Calculated by the authors based on the conducted research.

7. Choose/complete the key, in your opinion, structured models
of the Code of Conduct for the conduct of SMEs:

0%

5% 10% 15% 20% 25% 30%

Guarantees of decent attitude to the hired workers | 27%

Basic principles of work with the contractor

Standards of the corporate behavior

Attitude to the environment and the use of natural resources
Principles of interbranch and national partnership

Principles of interaction with the financial institutions
Interaction with the public institutions

A set of events

Other

P 18%
. 16%
P 12%
I 10%
I 7%

N 6%

B 1%

B 1%

8. Maximum result in the regulation of relations can be achieved:

0% 10%

Creation of a mutual monitoring platform

Legalization (acquiring the status of a law)

Establishment of a separate organization for
monitoring its provisions

Other

M 2%

20% 30% 40% 50% 60%

K
I 31%
I 16%

Figure 6. Structural indicators of answers to questions that determine the relevance
and significance of the Code modules, %

cisive. In the analysis of the second and third
plane, the lack of a definite position of the soci-
ety resulted in an equal number of votes for each
of the proposed options. Thus, in the relation-
ship between the financial institutions and busi-
ness, supply and demand, law enforcement agen-
cies, the court, internal treaties, legislation, and
trust are important. In the relationship between
the business representatives are legislation, mar-
ket, customs, mutual interest, contracts, trust. It
is possible to establish the necessity of harmo-
nization and follow-up of mutual interests for
the purpose of qualitative fulfillment of obliga-
tions by all parties of the economic and financial
relations.

So, according to the survey results, 84% of the
respondents can be considered as the optimists

of the Code, who support the introduction of a
single Code of Ethics for doing business, pos-
itively assessing its impact on other business
components, for example, on the country’s im-
age or the investment attractiveness. Less than
16% of the respondents are categorical Code
pessimists. At the same time, the low penetra-
tion of the corporate Codes of Ethics creates the
demand for a single Code of Ethics for small
and medium-sized businesses for the sector.
The proposed structure of the Code is positively
accepted by the respondents and is supplement-
ed by some directions. The conducted research
proves that the implementation of the Code of
Ethics for conducting SMEs can significantly
affect the investment attractiveness of this ar-
ea in terms of compliance with its provisions by
the SMEs.

159



Problems and Perspectives in Management, Volume 16, Issue 3, 2018

Source: Calculated by the authors based on the conducted research.

9. What, from your point of view, can be an alternative 10. What are your suggestions for the
to the Code in the regulation of financial relations: content of the Code of Ethics for small

. e
1) between the state and business: and medium-sized enterprises?

Legislation GGG 47 %

Compliance to legislation —mmu 13% . .
’ Add to the Code provisions
TCU s 13%
) . oy on money transfers to and
Absence of corruption I
° from the country (2%)
Mutual responsibility I 13% \ y

2) between financial institutions and business /—

Demand / proposition NI 2%
Law enforcement agencies, court I 22 %
Agreements NS 00%
Legislation I )%
Trust I 11%
3) between the business representatives
Legislation I 18%
Nothing, it is market EE— . 18%
Custom I 18%
Mutual interest I 18%
Agreements I 18%

Trust N 9%

Figure 7. Structural indicators of answers to questions that determine the optimistic
and pessimistic expectations and alternatives of the respondents, %

CONCLUSION

Thus, many areas of the Code regulation require significant information support and explanatory work
aimed at informing the business owners and decision-makers about the benefits of complying with cer-
tain rules and the effect of possible investment in these areas.

An overview of scientific and practical literature proves that the essential factors of doing busi-
ness are not only economic, but also subjective (mental) peculiarities of the economic entities.
And the study shows that the Ukrainian small and medium-sized enterprises are ready to work not
only on their own image, but also on the image of the country, provided they have a comprehensive
and all-inclusive approach to these SMEs. The survey and questionnaires of the representatives of the
Ukrainian SMEs confirmed the need for the development and implementation of the provisions of the
Code of Ethics for business, as well as the availability of potential demand for it. The respondents rec-
ognize the importance of adhering to certain international ethical rules in conducting business, which
may encourage investment in Ukraine, but this is not the only factor affecting the investment attrac-
tiveness of the domestic business. Therefore, increasing the business climate is a complex issue, and
the Code of Ethics in this context creates the opportunity to direct and encourage the participants to
influence actively the environment: to recognize zero tolerance for corruption, to form and to maintain
a clear position on interaction with the authorities.

Today, only two directions of the SMEs development are possible on the basis of the corporate, social
and environmental responsibility. The first is the undoubted awareness and acceptance of the fact that
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business is responsible not only to its owners, but also to society as a whole. The second is the awareness
of the SMEs of their own interest in reporting on actions within the corporate, social and environmen-
tal responsibility, that is, work on their own image (the consumer confidence, the partner confidence,
the sustainable development of the country). The social responsibility of business depends directly on
its growth and capitalization. For the SME, which is oriented towards a limited market and, as a rule,
have limited financial resources, barteries are apparent and effective, in particular from the government.
And if we are talking about the objectivity of doing business obligations to society, including on the part
of environmental issues, then, the successful proposal is to facilitate the access to attracting the financial
and credit instruments to finance their activities, identified as promoting innovation, product or pro-
cess of production, and also reflects the social and environmental self-awareness of SMEs.

It is important that the Code of Ethics for the SMEs includes not only the corporate, social and environ-
mental responsibilities, but also the financial one and the responsibility obligations for the counterpar-
ties, which are quite painful for today’s SMEs’ representatives. Compliance with the Code of Ethics of the
SME will not only improve the business environment within the country, but will also contribute to the
growth of the investment attractiveness of the economy as a whole and its economic entities in particular.
As a result, it will have additional positive effects for the business in terms of increasing their profits in
the medium to long term. Ukraine as a country with a high level of shadowing of the economic relations,
uneven distribution of tax burden between the economic entities and the population, low level of the in-
vestment attractiveness for foreign and domestic investors is no exception. But business, both small and
large, requires a change in the approaches to its organization, which is possible as a result of the introduc-
tion of the certain ethical rules and norms of conduct in the practice of the economic activity.
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