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PRINCIPLES AND MECHANISMS FOR THE FORMATION
OF SOCIAL RESPONSIBILITY OF BUSINESS

INPUHIUIIN TA MEXAHI3MHA ®OPMYBAHHSI
COUOIAJIBHOI BIAITOBIJAJIBHOCTI BIBHECY

Summary. Corporate social responsibility (CSR), or business social responsibility, is the enterprise's commit-
ment to responsible practices regarding its products and services, employees, consumers, and partners. The social
stance of a company, which emphasizes harmonious coexistence and dialogue with society to address pressing
social issues, has only fully developed in the last few decades. Social responsibility should be a discretionary
requirement for modern businesses. Unfortunately, in the domestic business environment, CSR does not yet hold
a prominent place. This is characterized by a high level of shadow operations. However, in recent years, certain
evolutionary processes have been observed in the Ukrainian business environment, which are associated with the
general approaches to implementing CSR. CSR has become more systematic. The implementation of CSR can en-
hance profitability, improve a company's image, reduce costs, and boost employee morale. The promotion of CSR
can be facilitated by the use of new technologies, the creation of new types of products, and innovative activities.
Consequently, a company’s profits are generated through cost reduction, the formation of new markets for goods
or services. This is the path chosen by developed companies, resulting in a higher level of CSR. However, this ap-
proach is quite risky for Ukrainian enterprises and requires long-term financial investments. A set of specific CSR
principles can be proposed, the implementation of which should align with a system of general principles: transpar-
ency, systematicity, relevance, and partnership. A company has the right to call itself socially responsible when it
operates according to these principles.
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Amnoramnis. KoprioparusHa colianbHa BiIMOBIIATBHICTE a00 CoIliaJibHa BiJMOBIIANBHICTE Oi3HECY — i€ BiJI-
MOBiAJIbHE CTABJICHHS ITiJIPUEMCTBA IO CBOTO MPOAYKTY Ta MOCIYT, [0 MPAaIliBHHUKIB, CIIOXKUBAYIB Ta MAPTHEPIB.
CorriasibHa MO3UIIS MIMPUEMCTBA, 10 MOJISATa€ B TAPMOHIMHOMY CITIBICHYBaHHI Ta Jiano3i i3 CyCHiJIbCTBOM ISt
BHPIIICHHSI HAUTOCTPIINX COIIATBHUX MpoOiieM. 3aKiHUEHOTO BUIVISTY BOHA HaOyima TITbKU JCKiIbKA JIECSATKIB
pokiB Tomy. CorliajibHa BiMOBIIadbHICTh TOBUHHA OYTH JUCIIO3UTHBHOIO BUMOTOIO JIO CydacHOro OizHecy. Aue,
Ha)kanb, Y BITYM3HAHOMY Oi3HECi KOPIOPATUBHIiH colialbHIM BIANOBIIANBHOCTI Hapa3i HEMAae HAJIGKHOTO MicIs.
Ile xapakTepu3yeThcsi BUCOKAM PiBHEM 3aCTOCYBaHHs TIHBOBUX omepamiil. [IpoTe, mpoTIroM OCTaHHIX POKIB B
YKpaiHChKOMY-013HEC Cepe/IOBUINI BiOyBatOThCS TIEBHI €BOJIOIINAHI MPOIECH, SIKI TIOB’sA3aH1 13 3arajJlbHUMHM ITiJ-
XOJIaMH JIO BITPOBA/DKCHHS COIalIbHOT BIAMOBIMambHOCTI Oi3Hecy. ColliayibHa BiJNOBINAIBHICTh Oi3HEeCy Halyia
OUTBIII CUCTEMAaTHYHOTO XapakTepy. BIpoBa/KeHHS KOPIIOPATHBHOI COITIATBHOT BIIMOBIIaIBHOCTI A€ MOYKIIMBICTh
JUISL TIiIBUIIEHHSI TPHOYTKOBOCTI, IMIJPKY KOMIIaHii, 3HIDKCHHST BUTPAT, MTiABUIIICHHS] MOPAIBLHOTO AYXY CIIBPOOIT-
HUKIB. [lomMpeHHIO CcoIiaabHOT BiIMOBIAAIBHOCTI MOXE CIPHATH BUKOPHCTAHHS HOBUX TEXHOJIOTiHM, CTBOPEHHS
HOBHX BH/IIB IPOAYKLii, IHHOBaIliiiHA aKTUBHICTb, Y pe3y/IbTaTi IpUOyTOK KOMIIaHii (pOpMy€eThCS 3a paxyHOK CKOPO-
YCHHS BUTPAT, (OpMyBaHHS HOBHX PUHKIB TOBapiB a00 mociyr. CaMe Takuii MUITX OOMParoTh PO3BUHEHI KOMIAHII, 1
SIK HACJIIJIOK , BUIIIMH PIBEHb COIIAJIbHOT BiIMOBIIABHOCTI Oi3HeCY. Alle, Takui BapiaHT JUId YKPaTHCHKHX ITiIpH-
€MCTB JIOCUTh PU3UKOBHUI, KpIM TOTO BUMAarae JOBIOCTPOKOBUX (DiHAHCOBHX BHTpAT. MOXHA 3alpOIIOHYBATH HU3-
Ky CHeIU(IYHIX TPUHINIIB KOPIIOPATHBHOI COIIaJIbHOI BiJIIOBIAAIBHOCTI, peani3amis SKUX MyCHTh BiJIIOBiaTH
CHCTEMI 3arajbHUX NPHUHIHUIIB — BIIKPUTICTh; CHCTEMHICTh; 3HAYUMICTh; HAPTHEPCTBO. [1iqMpHeMCTBO Mae mpaBo
Ha3MBaTH cede ColiaIbHO BIAMOBIAAIFHUM KOJH i€ 32 BKa3aHUMU MIPUHIUIIAMU.

KurouoBi cjioBa: coriaibHa BiIOBIIAIBHICTE O13HECY, €BPOIHTErPaIlisl, PO3BUTOK PETiOHY, IPUHIIUIIH.
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Formulation of the problem. Social responsibility
is a voluntary initiative; however, its principles should
be mandatory for every enterprise. For effective
implementation, it is crucial how businesses interact
with both internal and external stakeholders, including
employees, clients, communities, governmental,
and international organizations. However, the
development of Social responsibility implementation
in Ukraine is still far from perfect. Businesses
should not limit themselves to temporary charitable
actions or one-time charity events. Owners of certain
companies must understand that they cannot exist
sustainably and for long outside of society without
participating in solving its problems. Energy, social,
and demographic challenges indicate that companies
should, at the very least, ensure their activities do not
harm the environment or exacerbate social issues. It is
essential to choose iocial responsibility programs that
are relevant to the specific enterprise or address areas
where the company has a negative impact, rather than
merely following "trendy" initiatives.

Looking at the state of business philanthropy in
Ukraine since the invasion of the Russian Federation,
with significant assistance provided by large
companies to both the Armed Forces of Ukraine
and the civilian population affected by the war, the
issue of "corporate social responsibility" or "business
social responsibility" has become extremely relevant
for any region of Ukraine.

Highlighting previously unresolved parts of
the overall problem. The concept of corporate
social responsibility has only taken its current form
in the last few decades. In Ukraine, the idea of
establishing social responsibility emerged only at
the beginning of the 21st century. In 2006, with the
support of the United Nations Office in Ukraine,
the Ukrainian network of the Global Compact was
established. This agreement creates conditions for
cooperation between businesses and UN institutions,
trade unions, and non-governmental organizations
to implement principles of social equity and
environmental preservation. By 2010, the Global
Compact in Ukraine had over 165 members [7].
The governing bodies of the Ukrainian Global
Compact Network provide educational,
methodological, and informational support for the
development of CSR, helping Ukrainian businesses
find innovative solutions to address environmental
and social needs. Therefore, enterprises that join the
agreement in cooperation with other social partners
can contribute to the realization of the idea of forming
an open global economy.

Social responsibility is often confused with charity,
but these are two different concepts. Enterprises can
invest in various projects, provide informational
support to initiatives, and supply materials and
equipment to those who cannot afford them. In charity,
the donor can be an individual or organization that
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directs resources to a specific institution or person.
However, reporting is not mandatory, and no benefits
are expected. In iocial responsibility, the donor is
a company that consistently allocates resources to
solve a particular problem. In this case, there should
always be reports on expenditures, and the benefits
of assistance are embedded in a sustainable business
model. Moreover, Ukraine also has a Center for
Corporate Social Responsibility Development, which
promotes the principles of sustainable business and
social responsibility and implements CSR projects
for systemic changes in the country.

There is a stereotype that CSR is only for large
enterprises. However, CSR is about responsible
business practices, meaning that any enterprise can
implement a sustainable development strategy within
its capabilities. In recent years, CSR has been actively
developing and becoming increasingly widespread.
Social responsibility is a serious step that requires
considerable effort. Today, social responsibility is
an integral part of every enterprise's operations,
necessitating further research.

The aim of the article: investigate the process
of implementing and developing corporate social
responsibility as a foundation for the social
development of Ukrainian society.

Presentation of the main research material.
Social responsibility is an active stance taken by a
business or company that involves engaging with
society and addressing social needs. According to
the International Standards on Social Responsibility
(ISO 26000), social responsibility refers to the
responsibility of an organization for the impacts of its
decisions and actions on society and the environment
through transparent and ethical behavior [1; 9].

Social responsibility encourages individuals to
consider the interests of society, taking responsibility
for the impact of their activities on others and the
environment. Today, Social responsibility is seen
as an investment in an organization's reputation.
Companies that are socially responsible in their actions
and decisions gain trust not only from their customers
but also from society at large. Every business must
understand that it cannot exist sustainably and for
the long term without being interested in the lives of
citizens and contributing to solving their problems.
The modern generation increasingly values socially
responsible businesses. No one wants to collaborate
with companies that neglect the environment and
the well-being of citizens — everyone wants to be
part of positive social and environmental changes.
Social responsibility reflects a company's values and
directly influences its reputation. In the context of
intensified competition, a business's social orientation
has become a significant factor in enhancing its
competitiveness [5].

Companies that choose a CSR strategy for their
operations gain several advantages:
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— increased interest from both domestic and
foreign investors;

— development of a sustainable positive image;

— increased sales volumes and market share;

— improved relationships with the public and local
authorities.

In Western Europe, the concept of CSR is often
viewed as an element of sustainable development,
as an attempt to address social and environmental
problems caused by business activities.

Regarding the interpretation of CSR in Ukraine,
there are certain nuances in the approaches to
its definition. In a narrow sense, CSR includes a
company's responsibility for the effective performance
of functions that create added value, full compliance
with social and environmental obligations set by law,
and adherence to socially accepted ethical standards
and norms. This interpretation encompasses the
timely payment of wages and taxes, compliance with
environmental protection requirements, and ensuring
the safety and health of employees [7].

In a broader sense, CSR is a company's voluntary
contribution to the development of society in social,
economic, and environmental spheres, which is often
not directly related to the company's operations. The
highest form of CSR is its integration into a system of
social partnership, where there is a redefinition of the
business responsibility of the government and society
in addressing socially significant problems [7].

The concept of CSR in the business context
implies that a company operates not only to generate
profit but also to contribute to society. The idea is that
businesses should combine profitable activities with
actions that benefit society. Social initiatives aimed
at supporting citizens' lives and reducing negative
environmental impacts, which are among the interests
of the community, build public trust in the company's
activities and directly influence increased demand for
its products or services.

Corporate social
encompasses:

— sustainable development, including the health
and well-being of society;

— consideration of stakeholders' expectations;

— compliance with current legislation
international standards of conduct.

In Ukraine, CSR manifests in various forms
depending on the level of competition, the company's
market position, and the presence of an electoral
campaign. These forms can be categorized as follows:

the first form has a classical nature and is linked
to a company's policy of full social partnership. This
form is characteristic of companies that operate not
only in the Ukrainian market but also internationally.
Any company that secures billion-dollar loans from
foreign banks is obligated to be fully transparent
and socially responsible. It is also worth noting
that foreign companies often implement a policy of

responsibility (CSR)

and

double standards. They are socially responsible in
developed markets, but in Ukraine, CSR practices are
relatively rare;

— the second form is coercive, where CSR takes
the form of mandatory philanthropy. In this case,
the state effectively forces businesses to engage in
such activities due to excessive dependence on the
government;

— thethird form of CSR is associated with receiving
privileges from the state, such as securing favorable
government contracts. The company integrates
various elements of social responsibility, allocating
resources to fulfill these functions, which leads
to certain benefits, including favorable outcomes.
In more developed countries, where businesses are
less dependent on the state, companies use charity
and participation in social programs to gain loyalty
from government bodies, receive tax breaks, and
obtain other competitive advantages [6].

The main principles of CSR include:

— ethical behavior — a company should be guided
by principles and rules based on integrity, fairness,
honesty, and decency. It should also care for the
people it interacts with, the environment, and meet
the needs of its stakeholders;

— transparency — a company must be transparent
in its operations. It should disclose clear, balanced,
and truthful policies, along with the decisions it is
accountable for, considering the potential impact on
society and the environment;

— accountability —a company must be accountable,
meaning it should be able to report on its impact on
society and the environment;

— a company should consider and respect the
interests of its stakeholders;

— a company must comply with all applicable
laws and regulations;

— a company must respect international standards;

— a company should acknowledge the importance
and universality of human rights [2].

The core principles of social responsibility
are outlined in the international standard
ISO 26000:2010 "Guidance on Social Responsibility",
which categorizes them into groups such as ethical
behavior, transparency, accountability, legal
norms, human rights, international standards, and
stakeholder interests. According to these standards,
"each organization is encouraged to enhance its
level of social responsibility by incorporating these
principles into its operations. The general principles
are formulated in line with public expectations" [1].

Ananalysis of approaches to formulating principles
in the field of social responsibility highlights two
major groups that define a company's strategic and
operational context:

— general principles — these are determined by
normative documents in the field of corporate social
responsibility;

375



CTAZINV PO3BUTOK EKOHOMIKM

N2 1 (48),2024

— specific principles — these are shaped by the
organizational and legal form of business, the nature
of economic activities, and the operating environment
of the company. They are established at the level of
the business entity.

Specific  principles of  corporate  social
responsibility are primarily formed in response to
stakeholder expectations, which include individuals
and legal entities with a legitimate interest in the
organization's (or company's) activities. Given
significant changes in the global economy, it is
crucial for stakeholders to understand the principles
by which a company conducts its activities, how it
redistributes income towards socially beneficial and
important areas, and whether it adheres to the general
criteria of sustainable development [3].

Expenses related to social programs within
the context of corporate social responsibility are
considered investments in the company's future.
Corporate social responsibility is a hallmark of a
successful company, as only successful and profitable
enterprises can afford to be socially responsible. The
goal of implementing a corporate social responsibility
system is to leverage modern methods and trends
in business management, which bring substantial
benefits to the company, including: increasing
business value, enhancing investment attractiveness,
gaining access to new markets, building a positive
company reputation, improving environmental
processes, developing human resources, and more [4].

A number of specific principles of corporate social
responsibility can be proposed, whose implementation
must align with the general system of principles:

1. Openness:

— transparency (clarity and comprehensibility of
approaches to the implementation of corporate social
responsibility development programs);

— publicity (all information, except for confidential
data, should be open and accessible to the public);

— authenticity ~ (prohibition  of  falsifying
information about the level of corporate social
responsibility);

— accountability (obligation to provide information
about the processes in the field of corporate social
responsibility to society).

2. Systematic Approach:

— focus (presence of priority areas of corporate
social responsibility);

— consistency (responsibility of the company for
past, present, and future actions);

— spatial unity (corporate social responsibility
should be the foundation of business processes in all
structural units of the enterprise);

— regularity (transition to planned programs
and a continuously functioning corporate social
responsibility system at all management levels);

— integration (the decision-making process at all
hierarchical levels of management).
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3. Significance:

— relevance (timeliness and necessity of corporate
social responsibility programs and actions in specific
areas where they are needed);

— scale (the enterprise’s activities should be
oriented toward a large audience and benefit
society);

— effectiveness (the ratio of effect to costs for
corporate social responsibility should be optimal for
the enterprise, and the expenses should be directed at
solving societal problems);

— priority  (selection of corporate  social
responsibility areas that are significant for both the
enterprise and society);

— altruism (willingness to allocate part of the
revenue for the benefit of society).

4. Partnership:

— voluntariness, equivalent to "Obligation"
(transition from voluntary initiatives to mandatory
corporate social responsibility practices);

— dialogue with Stakeholders (prevention of
conflict situations);

— innovation and interest in creating shared values
(creation of fundamentally new approaches to doing
business, development of technologies, products, and
methods of personnel management);

— integrity (honest and conscientious activities
of the enterprise concerning all stakeholders and
society).

Thus, an enterprise has the right to call itself
socially responsible when it operates according
to these principles [8]. It can be argued that the
implementation of a corporate social responsibility
policy and adherence to its principles contribute to
the development of both the enterprise and society as
a whole.

Conclusions. Corporate social responsibility
(CSR), or business social responsibility, refers to a
company's accountable approach toward its products
and services, employees, consumers, and partners.
It is the social stance of a company that involves
harmonious coexistence and dialogue with society
to address the most pressing social issues. Although
it only fully developed several decades ago, social
responsibility should be a fundamental requirement
for modern businesses. Unfortunately, in domestic
business practices, CSR currently holds a limited
position, characterized by a high prevalence of
shadow operations. However, in recent years, certain
evolutionary processes have been observed in the
Ukrainian business environment, related to the overall
approaches to implementing CSR.

Corporate social responsibility has become more
systematic, and its implementation offers the potential
for increased profitability, enhanced company image,
reduced costs, and improved employee morale.
The spread of CSR can be facilitated by the adoption
of new technologies, the creation of new products,
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and innovative activities, which lead to profits
generated through cost reduction and the formation
of new markets for goods or services. This is the path
chosen by developed companies, resulting in a higher
level of CSR. However, this approach is quite risky
for Ukrainian enterprises and requires long-term
financial investments. A number of specific principles
of CSR can be proposed, whose implementation must

align with the general system of principles — openness,
systematic approach, significance, and partnership.
A company has the right to call itself socially
responsible when it operates according to these
principles.

Thus, the development and implementation of
CSR by Ukrainian enterprises are complicated by the
pursuit of short-term financial results.
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