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THEORETICAL RESEARCHES AND PROBLEMS OF
REALIZATION OF SOCIAL RESPONSIBILITY OF

BUSINESS

The purpose of this article is to analyze the conceptual foundations of social
responsibility of business and the problems of implementation of socially responsible
practices in Ukraine. The approach is to present the importance of this activity, a review
of the evolution of the corporate social responsibility concept, the main directions and
difficulties of the implementation of these activities in practice.

For this study we used the integrated CRS group theories, including Instrumen-
tal theories, Political theories, Integrative theories, Ethical theories. Within this classifi-
cation the more detailed, already existing, directions of research are considered.

All basic CSR models include three levels: 1. compliance with legislation, 2.
social responsibility for profit 3. social activity that is not directly related to the receipt
of benefits.

The article also discusses a number of key modern areas of research of Political
CSR, the business case for CSR, upstream/ downstream CSR, CSR in emerging econo-
mies, Corporate Social Irresponsibility (CSiR). An important area of research today is
the relationship between the concepts of CSR and strategic management. In this case, so-
cial responsibility is considered as a paradigm “principles — processes — results”. This
approach involves identifying specific ways to integrate CSR into corporate strategy.

Based on the research materials of Ukrainian scientists, the main directions,
forms and problems of implementation of socially responsible practices in Ukraine are
analyzed.

Key words: corporate social responsibility (CSR); corporate reputation; social-
ly responsible practices; stakeholders; business environment.

The globalization of economic life, which has significantly increased in
recent decades, has led companies to operate in international interdependent
markets with a set of changing rules. Therefore, a universally recognized
goal for economic actors is the pursuit of “sustainable development”, which
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is understood as harmonious and balanced development, which implies that
all institutional changes, investment and scientific and technical projects, the
exploitation of natural resources should be aimed at expanding the economic
and social potential of society. Of course, the meaning of the company is
the creation of wealth and profit, but while operating, the company needs a
social space and a developed consumer. The social role of the company is a
necessary component of modern production systems. Therefore, the concept
of “sustainable development” at the company level actually coincides with
the implementation of the principles of corporate social responsibility.

In industrialized countries, social responsibility has long been seen as an
element of strategic management and an important area of corporate activity.
In countries in transition and developing economies, where the tradition of
social responsibility of business is just emerging, CSR is interpreted more
narrowly, in practice, mainly to charity and sponsorship. Although today,
in the difficult economic, political and demographic conditions of develop-
ment of Ukraine, it is the social responsibility of business, according to some
Ukrainian researchers, could become an unifying national idea [1, p. 5].

The problems of social responsibility of business have been discussed for
decades both in the theoretical aspect and from the perspective of specific
forms of implementation. The study of this issue was initially conducted by
the representatives of the Western economic school. The most famous were
the works of such scientists as Ackerman R. W., Aupperle K. E., Barnett M.
L., Bowen H. R., Bundy J., Davis K., Dahlsrud A., Donaldson T., Carroll
A. B., Frederick W., Fombrum. C. J., Levitt T., Freeman R. E., Friedman
M., Moon J., Palazzo C., Scherer A. G., Schwartz M. S., Waddock S. A.,
Wood D. J., Zadek S., Zhao X. For domestic economic science, this issue
has become relevant in parallel with the processes of market transformation.
A major contribution to the study of various aspects of social responsibility
of business has been made by A. Crow, Halchak H., O. grishnova, A. Za-
retsky, A. Zinchenko, A. Kolot, A. Koshi, letenka S., Misko A., Savchenko
I., T. Chernata

The first in-depth scientific monograph dealing specifically with this is-
sue, was the work of H. Bowen, “Social Responsibilities of the Business-
man” (1953). It was an attempt to institutionalize the social responsibility
of business. According to the author, the latter meant “the obligations of
businessmen to pursue those policies, to make those decisions, or to follow
those lines of action that are desirable in terms of the objectives and values
of our society” [2, p. 11]. The provisions of this work have been perceived
differently by the scientific community.
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The greatest attention in the analysis of the contribution to the theory of
social responsibility of business among the supporters of Bowen is usually
paid to the works of A. Carroll, who suggested its multilevel nature, includ-
ing economic, legal, ethical and philanthropic forms that meet the require-
ments of society to the economic entity. For a definition of social responsi-
bility to fully address the entire range of obligations business has to society,
it must embody the economic, legal, ethical, and discretionary categories of
business [3, p. 499].

Economic responsibility involves the implementation of the production
process and the enterprise profit. The legal part consists in strict compliance
with the laws. These two levels are basic and mandatory for the firm. Ethical
responsibility is not specified and is not regulated by law, but it meets the
expectations of the company and involves a counter-reaction of the enter-
prise. The last, fourth level — the discretionary responsibility — is a voluntary
participation of the enterprise in the life of society [3, p. 500].

The pyramid proposed by A. Carroll makes it possible to streamline the
structure of business responsibility, to present it in the form of a certain sys-
tem consisting of interconnected links. However, this in-depth theoretical
study does not contain specific recommendations, and the terms “require-
ments” and “expectations” of society do not have strict certainty and evalu-
ation measures.

Along with the approval of social responsibility of business, there were
also critical assessments of this approach.

A different view was expressed by Theodore Levitt. In his Harvard Busi-
ness Review article, “The dangers of social responsibility”, he warned that
“government’s job is not business, and business’s job is not government”,
“the social responsibility of business is to generate profit”. Levitt thought
that business’s job was to “take care of the more material aspects of welfare”.
He feared that attention to social responses would detract from the profit mo-
tive that was so essential for business success [4, p. 48, 49].

Likewise, Friedman in a New York Times article “The Social Responsi-
bility of Business is to Increase its Profits” approved “There is one and only
one social responsibility of business — to use its resources and engage in
activities designed to increase its profits so long as it stays within the rules
of the game”. He notes that “In a free-enterprise, private-property system,
a corporate executive is an employee of the owners of the business. He has
direct responsibility to his employees. That responsibility is to conduct the
business in accordance with their desires, which generally will be to make as
much money as possible while conforming to their basic rules of the society,

85



ISSN 2413-9998  PunKoBa eKOHOMIKA: CydacHa Teopis 1 mpakThka yrpasminas. Tom 18. Bum. 2 (42)

both those embodied in law and those embedded in ethical custom” [5]. The
scientist is critical of the activities of managers who share the principles of
social responsibility and thus invade the sphere that is beyond their profes-
sional competence.

This point of view, voiced by Milton Friedman, can be called the theory
of corporate egoism: there is only one social responsibility of business — to
use its resources to increase profits in compliance with existing legislation.
This target setting is to business success and maximization of profit as the
only parameter of development of the company, has led to the emergence
of theories justifying the reconciliation of the non-compliance with moral
principles in the name of material gain. According to them, any actions in
business are morally justified if they do not contradict the law (the principles
of morality and justice are not taken into account when making decisions).

The point of view, called the theory of corporate altruism, is directly op-
posite to the theory of M. Friedman and appeared in parallel with his publica-
tions. Its main idea is that business should care not only about the growth of
profits, but also ensure the maximum possible contribution to the solution of
social problems. The authorship of this theory belonged to the Committee on
Economic Development. According to its recommendations, firms can not
withdraw from social problems, corporations are obliged to make a signifi-
cant contribution to improve the quality of American life.

The theory of intelligent egoism expresses the centrist approach. It means
that the social responsibility of a business is simply a “good business” as it
reduces long-term profit losses. A corporation reduces its current profits by
spending money on social and philanthropic programs but in the long term it
creates a favorable social environment and sustainable profitability. In other
words, the necessity of social investments and programs as a guarantee of
stability and security of the company is recognized. The limitation of this
approach is that such a concept does not involve the introduction of a social
component in the strategy and philosophy of doing business [6, p. 28].

The abundance of points of view on the role of business in the process
of strengthening the social foundations of society, the emergence of vari-
ous definitions of the concept of corporate social responsibility (such as cor-
porate social activities, corporate social susceptibility, stakeholder theory,
the theory of corporate citizenship) made this problem so “hackneyed” that
notwithstanding all its importance one involuntarily starts agreeing with the
opinion of C. Network who noted that “The phase corporate social responsi-
bility has been used in so many different contexts that it has lost all meaning”
[7, p. 58].
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From our point of view, this situation arose due to the fact that the very
concept of social responsibility is the subject of research of a number of
Sciences (Philosophy, Economics, Sociology, Political Science, Psychology,
Business Ethics). The attempts to analyze its individual sides from the per-
spective of the specifics of a particular area of knowledge and the lack of
comprehensive research lead to limited results.

Today, the most complete systematization of approaches to corporate
social responsibility is contained in the work of D. Mele and E. Garrigue
“Corporate Social Responsibility Theories: Mapping the Territory” [8]. The
authors identify four areas of CSR research that allow us to group existing
theories conditionally.

1. Instrumental theories based on the consideration of the company solely
as a tool for the creation of wealth, and social activities — as a means to
achieve economic results. This group of theories includes some subgroups:

1.1. Maximizing the shareholder value as the highest criteria for evaluat-
ing corporate social activity.

1.2. Strategies for achieving competitive advantages implemented in the
long-term period. The following three approaches are typical for this direc-
tion:

— Social investments in a competitive context. Proponents of this ap-
proach argue that investing in charities can be useful for creating conditions
for a firm’s competitive advantage by creating more social value than indi-
vidual donors or the government can create (for example, educational pro-
grams conducted for students at the expense of the company’s own funds).

Natural resource-based view of the firm and dynamic capabilities. This
approach is based on the company’s ability to achieve better results than its
competitors through the interaction of human, organizational and material
resources over the long term, as well as the organizational and strategic pro-
cedures through which managers acquire these resources, modify, integrate
and combine them to create new value strategies.

— Strategies for the bottom of the economic pyramid, in which the au-
thors see more opportunities for innovation rather than problems. One way
to solve this problem is “disruptive innovation”: products or services that
change the value of the market. These products have other features or con-
ditions that are used by customers in traditional markets and therefore can
only be introduced for new customers or using less complex applications for
specific customer groups. At the same time, old products become uncom-
petitive simply because the parameters on the basis of which the competi-
tion took place earlier become insignificant. The aim of these strategies is to
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“turn the poor into active consumers” by producing low-cost products and
taking into account the special needs of the population. As an example of the
implementation of this mechanism, the development of a simpler product
(for example, a phone with fewer options) for elderly people at an affordable
price in order to achieve a competitive advantage in the market;

1.3. Cause-related marketing. Theories related to marketing strategy and
development of “virtuous”, socially significant marketing, the main task of
which is to increase sales and revenues of the company by giving the com-
pany the image of a socially responsible, honest organization.

2. Political theories, which explore the power of business in society and
the degree of responsibility in the approach to the implementation of this
force in the political arena. Garriga E. and Mele D. distinguish among the
most important of this group of theories:

2.1. Corporate constitutionalism, based on the idea that a company is a
social institution and should exercise power responsibly. The most prominent
representative of this direction is K. Davis. He formulated two principles ac-
cording to which business should manage its influence on the population:
“the social power equation” (“social responsibilities of businessmen arise
from the amount of social power that they have”) [9, p. 48] and “the iron law
of responsibility” (“In the long run those who do not use power in a manner
which society consumers responsible will tend to lose it”) [10, p. 73].

2.2. Corporate citizenship. It is a concept with three different meanings.
In the form of a limited vision, it includes corporate philanthropy, social
investment, or fulfilling certain responsibilities to the local community; an-
other, broader approach, sees it as equivalent to CSR. The most ambitious
vision is to address the challenge of the company to enter the citizenship
scene if the government is unable to protect citizens in a global context.
Despite significant differences in this group of theories, the authors highlight
some common points: a strong sense of company responsibility towards lo-
cal communities, associations and environmental care. As a result of corpo-
rate globalization, the care for the local community is gradually becoming a
global problem.

3. Integrative theories, which substantiate the company’s role in identi-
fying, collecting social demands and responding to social needs in order to
achieve social legitimacy and greater recognition and social prestige. This
group of theories includes:

3.1. Issues management. This theory assumes the management of social
processes that the company identifies, evaluates and reacts to, and that can
have a significant impact on its functioning.
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3.2. The principle of public responsibility. Its proponents argue that the
actual conduct of business depends on appropriate government policies, in-
cluding a general pattern of social behaviour reflected in public opinion, for-
mal legal requirements and their practical application.

3.3. Stakeholder management. Its advantage is the increased sensitivity of
the company to the external environment, but also a deeper understanding of
the interconnected agents of the dilemmas faced by organizations.

4. Ethical theories based on the ethical responsibility of business to soci-
ety. They are based on the principles that express what should and should not
be done to build a better society. That is, it is necessary to establish a certain
“set of rules”, how corporations and managers should behave, and to deter-
mine the “normative core of ethical principles”. Among the main approaches
Garriga E. and Mele D. distinguish the following:

4.1. Universal rights concept, which assumes that the activities of a cor-
poration should be based on the respect for human rights and aimed at main-
taining economic, social and political justice in the regions of its activities.

4.2. Sustainable development concept which aims at improving human
potential. In order to assess its own sustainability, the company must adopt a
“triple goal”, including not only the economic aspects of the firm’s activities,
but also social and environmental ones. For the first time the term “Sustain-
able development” was officially used in the report of the World Commission
on Environment and Development (United Nations) in 1987: “sustainable
development” seeks to meet the needs of the present without compromis-
ing the ability to meet the future generation to meet their own needs” [11].
Although initially concerned with the environment, it was further recognized
that sustainable development could not be considered outside the social con-
text. And today sustainable development concept “requires the integration of
social, environmental, and economic considerations to make balanced judg-
ments for the long term”.

Today CSR norms are included in the sustainable development programs
existing under the auspices of the UN. First World Forum on sustainable
development (1992) adopted a Declaration setting out the basic principles
of the concept. The world summit in Johannesburg further developed a CSR
commitment framework and an action plan for national governments to im-
plement socially responsible practices. The Declaration stated “the duty of
private sector representatives — large and small companies — to contribute
to the development of just and sustainable communities and societies” [12].

Summarizing all existing basic models of CSR, it can be noted that they
include three levels.
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The first level is compliance with the law. It is mandatory for all compa-
nies and reflects public requirements. This implies a legal obligation to com-
ply with and fulfill the requirements provided for by the rule of law, which is
realized in the legitimate behavior of subjects approved or encouraged by the
state, and if violated, the offender’s obligation is to undergo condemnation,
restriction of material, legal or personal rights.

The second level is social responsibility, implemented for the purpose of
making a profit. This level of responsibility has a very broad interpretation.
This includes both responsibility for internal stakeholders (taking care of their
own staff, raising the level of qualifications of employees, creating comfort-
able conditions for production and personal life), and also to external ones (a
line of behavior to win the trust of consumers, partners, shareholders).

The third level is social activity that is not directly related to obtaining ben-
efits. This implies the firm’s acceptance of responsibility to improve the quality
and standard of living of citizens of the country (charity, volunteering).

For the population, the first and third levels are the most tangible and
significant, for the entrepreneur — the second. Different approaches to the
characterization of social responsibility focus on one of the three levels.

In our opinion, it is the presence of various levels and forms of manifesta-
tion of social responsibility of business that create difficulties in the develop-
ment of specific indicators of the degree of responsibility of the company.
Attempts to impose any of the integral indicator of CSR are usually found
to be unconvincing. The proposed coefficients allow us to get an idea of the
investment activity of the company, its financial stability, participation in the
formation of human capital. However, we should not forget that life is more
complicated than theoretical schemes. The proposed estimated coefficients
of social responsibility can characterize the activities of the company mainly
at the micro level.

The development and complexity of forms of economic life, the process-
es of economic globalization, the strengthening of the political role of busi-
ness led to the emergence of new methodological approaches to the analysis
of corporate social responsibility. This led to the formation of concepts of
political CSR (pcsr), business case for CSR, ascending/ descending CSR,
CSR in developing countries, corporate social irresponsibility (CSIR).

An important area of research today is the integration of CSR concepts
and strategic management, which involves the definition of specific ways to
integrate CSR into corporate strategy. In this case, social responsibility is
considered as a paradigm “principles — processes — results” and in practice
becomes the object of management. CSR is interpreted as a factor of forma-
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tion of long-term competitive advantages of the company and increase of
its corporate stability. And the main goals of CSP (corporate social perfor-
mance) are defined as meeting the needs of stakeholders. This means that
corporate governance cannot be reduced to management solely for the pur-
pose of improving return on capital, ensuring the well-being of owners and
protecting their interests. Strengthening mutually beneficial relationships
with the stakeholder is in the long-term interests of the company.

This approach involves the creation of an organizational structure of CSP
management, i.e. the functions of identifying stakeholders, identifying their
requests, managing relations with them, integrating this system of relations
into the company’s strategy. All of the above can be described as the pro-
fessionalization of CSR. And CSP itself becomes an integral component of
corporate governance, both in terms of internal management system and ex-
ternal communications.

However, if we talk about the specific implementation of CSP in Ukraine,
it should be noted that CSR has not yet become part of the strategic manage-
ment of Ukrainian companies. The results of a study commissioned by the
CSR Development Center in 2018 showed that although 83 % of companies
carry out activities that can be classified as socially responsible activities,
only 52 % of them have a strategy for such business behavior, and the budget
formed for this purpose — in 24 % of cases. A system of indicators for evalu-
ation of results of these activities are 12 % and reports of up to 13 % of the
companies [13, p. 25].

In most companies (72 %) proposals for socially responsible practices
are put forward and monitored by the company’s management. In 25 % of
companies CSR ideas are generated by the company’s employees. Special
departments of CSR are available only in 2 % of companies [13, p. 27].

The main motives that encourage companies to implement socially re-
sponsible activities are moral considerations (53 %), improving the com-
pany’s reputation (26 %), increasing employee loyalty (23 %). The impact
on financial performance was not identified by the survey participants. More-
over, 15 % of firms that do not implement socially responsible practices as
the reasons for such behavior identified the lack of incentive for business
development, the senselessness of spending money and time, Association
with the motive of marketing cunning [13, p. 13, 14].

CSR has been in Ukraine for more than fifteen years, but the practical
aspect of this activity is developing much more slowly and less consistently
than the theoretical one. To a certain extent, this is due to the lack of funds
from enterprises, the lack of awareness of positive examples and the results

91



ISSN 2413-9998  PunKoBa eKOHOMIKA: CydacHa Teopis 1 mpakThka yrpasminas. Tom 18. Bum. 2 (42)

of these activities, the lack of educational programs on the specific forms and
methods of these activities. Of course, in the context of economic instability
associated with global crises and domestic political problems, it is difficult to
expect from Ukrainian enterprises the same scale of social programs as from
advanced foreign firms. As an impetus for the development of this activity, it
would be possible to use, as in the countries of the European Union, the legis-
lative consolidation for state and large companies of the requirements for man-
datory disclosure of non-financial information in annual reports. According to
“Directive 2014/95 / EU on disclosure of non-financial and diversity informa-
tion”, which makes adjustments to Directive 2013/34 / EU, “large undertak-
ings which are public-interest entities exceeding on their balance sheet dates
the criterion of the average number of 500 employees during the financial year
shall include in the management report a non-financial statement containing
information to the extent necessary for an understanding of the underlying’s
development, performance, position and impact of its activity, relating to, as
a minimum, environmental, social and employee matters, respect for human
rights, anti-corruption and robbery matters”. The term “enterprises of interest
to the public” is defined in article 2 of Directive 2014/95 / EU and includes
listed companies in the EU markets, as well as credit institutions, insurance
companies and other enterprises that are defined by the EU member States on
the basis of their activities, size or number of employees [14].

A significant incentive for the implementation of socially responsible
practices could be the introduction of preferential taxation. Naturally, such
a step can have contradictory macroeconomic consequences. However, it
could be extended to investments made by companies in those areas that are
recognized at the regional and national level as priority social tasks (for ex-
ample, investments in medical programs for the improvement of the popula-
tion, in programs for improving the energy efficiency of production).

The implementation of such measures requires the existence of a Single
national program of social responsibility, which would be spelled out the
main stages, institutional mechanisms and forms of CSR.

Business is involved not only in the economic, but also in the social life
of society, so its responsibility should be comprehensive. The formation of
a system of interaction between the state and the business sector to ensure
the solution of socio-economic problems should be in the field of view of
specialists in the field of state and corporate governance, legislative and Ex-

ecutive leadership of the country and regions.
Crarrs Hapgiinuia 08.06.2019 p.
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TEOPETUYECKHUE UCCJIIENJOBAHUSA N
MPOBJIEMbI PEAJIM3AIIAA COITUAJIBHOM

OTBETCTBEHHOCTU BU3HECA

Llenbro CTAaTBHU SIBISIETCSI QHATIN3 KOHLENTYAIBHBIX OCHOB COLMAIBHON OTBET-
CTBEHHOCTH OW3HEeca W MpoOiieM peaju3aldd COLMAIbHO OTBETCTBEHHBIX IPAKTHK B
VYkpaune. B pabore npesictaBieH 0030p BOIIOLUHU MOHSATHS KOPIIOPATUBHOM COIUAIIb-
HOM OTBETCTBEHHOCTH, OCHOBHbIE HAIIPABJICHUS 1 ITPOOIEMbI BHEPEHHS 3TUX MEPOIPH-
SATUN Ha PAKTHUKE.

Jlnsg ucenenoBanus ObUIa KCIONIb30BaHa yKpynHeHHas rpynnuposka KCO teo-
PpHii, BKIIIOYAIONIasi HHCTPYMEHTAIbHBIE, TTOUTHIECKIE, HHTETPAllMOHHbIE i ATHIECKHUE
Teopun. PaccMOTpeH psiJi COBpEeMEHHBIX KIIFOUEBBIX HAIPaBICHUN UCCIIEJOBAHHS, B TOM
yucie B3auMocBs3b kornenuuit KCO u crpaTernyeckoro ynpapieHUs.

Ha ocHoBaHMM MaTepranoB UCCIEAOBAaHUN YKPAMHCKUX YUCHBIX IPOAaHAIN3HU-
POBaHBI OCHOBHBIE HampaBiIeHUs, GOPMBI U MPOOIEMbI PeANN3alUU COLHATIBHO OTBET-
CTBEHHBIX IPAKTUK B YKpauHe.

KiiroueBble cjioBa: KoprioparMBHasi colpaibHas oTBeTcTBeHHOCTH (KCO);
KOpIOpaTHBHAS PEIyTallisl; COLMaIbHO OTBETCTBEHHbIC IPAKTUKH; CTEHKXOJIEphl; OU3-
Hec-cpera.
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TEOPETHUYHI JOCJIJKEHHSA I TPOBJIEMHA
PEAJIIBAIIL COIMIAJIBHOI BIIIMTOBIJIAJTBHOCTTI

BIBHECY

Mertoro CTaTTi € aHai3 KOHIENTYaIbHUX OCHOB COLIabHOT BiJIIOBIAaILHOCTI
6i3Hecy Ta IpobieM peatizallii coLiabHO BIANOBIAAIBHUX NPAKTUK B YKpaiHi. ¥ po0OoTi
MPEICTABIICHUI OIS/ €BOJIIOLIT TIOHSTTS KOPIOPATHUBHOT COLIaIbHOT BiIIOBIIAILHOCTI,
OCHOBHI HAaIpPSIMKH Ta IIPOOJIEMH BIIPOBAKCHHS [IUX 3aXO/iB HA MPAKTHUIIL.

Jlns nocnimkenns Oyino Bukopuctane yrpynoanHs KCB Teopiid, 1110 BKiIrOYae
IHCTpyMEHTaJIbHI, IOJITUYHI, IHTerpaliiiHi Ta eTU4HI Teopii. PO3NIIHYTO psi cydacHHX
KJIFOUOBHUX HAINpPSMKIB JTOCII/DKCHHS, B TOMY 4HCII B3aeM03B’s130K koHIeniid KCB i
CTPAaTEriyHOro yIpaBIiHHSL.

Ha mincraBi marepiaiiiB JOCHIIPKEHh YKPATHCBKMX BYCHHX IMPOAHAIi30BAHO
OCHOBHI HaNpPsIMKH, (OPMH 1 IIPOOJIEMH peasti3awil COIianbHO BiINOBITAIIBHUAX MPAKTUK
B YKpaiHi.
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KirouoBi ciioBa: xopriopatiBHa colianbHa BianosinaneHicTs (KCB), kopro-

paTUBHA pelyTallis, COLiaJabHO BiANOBIJaIbHI NPAaKTUKY, CTEHKXONEepH, Oi3HEC-CEpe-
OBHIIIE.
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