Concept
of the National Strategy of the Social Responsibility of Business in Ukraine
This Concept determines the general understanding of the social responsibility of business in Ukraine, the general strategy and mechanisms of the government policy concerning the social responsibility of business, priority areas and efficient measures of the social responsibility of business in its relations with stakeholders having an interest in its activities and sustainability in the country.
1. Terms and Notions Used in the Concept
The following terms and notions are used in this Concept:

Non-governmental organization: an association of citizens organized to satisfy and protect their lawful social, economic, creative, age-related, national and cultural, sports, and other common interests.

Business perfection: a model of development of a company based on the premise that perfect results of development are achieved through the manager-headed policy and strategy, appropriate human resources management, partner relations, resources, and processes.

Ethical conduct: a conduct practiced in accordance with the accepted principles of correct and appropriate behaviour, within the context of a specific situation, and according to the international code of conduct.
Stakeholder: an individual or a group with an interest in the decisions or activities of a company, organization, etc.

Company, organization: a business entity founded and operating under the laws of Ukraine.

Environment: a natural environment in which an organization operates, including air, water, land, natural resources, flora, fauna, and humans, which are interrelated.
Nonfinancial report: a document describing other than financial indicators of the activities of a company or an organization approved by this organization or company (verified or non-verified).

Transparence: openness of decisions and actions having an impact on the society, economy, and environment, desire to highlight these issues clearly, in due time, fairly, and in full.
Social responsibility: responsibility of an organization for the impact its decisions and actions have on the society and environment through a transparent and ethical conduct which:

– contributes to a sustainable development, including health and welfare of society;
– takes into account expectations of the stakeholders;
– complies with the effective laws and the international standards of conduct;
– is integrated into the organization's activities and practiced in its relations.
Social dialogue: a process of determination and approaching of attitudes, achievement of common agreements coordinated decisions by the social dialogue parties, which represent the interests of employees, employers, executive authorities and local self-government agencies, concerning formation and implementation of the government social and economic policies, regulation of social and labour relations. 

Consumer: an individual buying, ordering, using, or intending to buy or order products for his/her personal needs.

Sustainable development: development meeting the needs of the present time and permitting the future generations to meet their own needs.

2. Description and Analysis of the Problem Supposed to Be Resolved by the Strategy

Ukraine’s transition to a sustainable economic development, its integration into the European and global community require implementation of modern practices of interaction of the state and business as well as business and society, which could make it possible to enhance the mutual responsibility of all the social life participants, create conditions for a future sustainable social development, taking into account the largest possible range of interests.

At present, the phenomenon of the social responsibility of business (SRB) has been developing in the most economically developed countries of the world, which means responsibility of an organization or a company for the impact its decisions and actions have on the society and environment through a transparent and ethical conduct, which contributes to a sustainable development, including the health and welfare of society; takes into account the expectations of stakeholders; complies with the effective laws and the international standards of conduct; is integrated into the organization’s activities and is practiced in its relations.
Thus, the SRB is a voluntary activity of private and public companies aimed at maintaining high standards of operational and production activities, social standards and quality of work with personnel, minimizing an adverse environmental impact, etc., in order to align the existing economic and social disparities; create trust-based relationships between business, society and the state; and improve business efficiency and profitability indicators in the long run.
The SRB is closely linked with the activities of companies achieving business excellence and production organization quality. These aspects of company activities are primarily governed by the ISO 9000 international standards.
In today's world, the socially responsible business activity is a general rule followed by a considerable number of large, medium-sized, and even small companies worldwide. Given the extraordinary social and economic benefits, which the social responsibility of business includes, the issue of its development is subject to particular attention of the government authorities of many countries and major international organizations. This attention is proven by development of the SRB standards and efforts to encourage businesses to perform socially responsible activities.
In most EU countries, government programs aimed at supporting and encouraging the SRB are developed and function in various forms. Through these programs, the state determines the desired behaviour of business, involves private and public companies in the implementation of socially important problems, financially encourages businesses to perform socially responsible activities, etc.
The main SRB characteristics consist in its voluntary nature; integrity in the business strategy of organizations, companies; systematic nature; benefits for all stakeholders: employees, customers, shareholders, communities, etc., and for the company itself; contribution to the sustainable development process. Social responsibility is not limited to loyalty.
The social responsibility of business includes procedures and practices of companies in seven areas: 1. organizational management, 2. human rights, 3. labour relations, 4. ethical operating activities, 5. environmental protection, 6. consumer protection, 7. development of local communities and cooperation with them.
The SRB in Ukraine is under development. The most active in this area are primarily representative offices of foreign companies that bring to Ukraine modern world practices, principles, and standards, as well as large and small national companies and organizations, which, for over 15 years, have been improving their operations based on concepts of the total quality management. However, this process requires some coordination and encouragement, and, therefore, active participation of the state, which should define the SRB as the preferred conduct for business and develop a set of relevant stimuli (this has already been reached in the EU member states).
At the same time, it is necessary to realize that the SRB is directly related to the level of business perfection of companies, organizations, and institutions. In fact, if they are not perfect, they are unlikely to systematically meet the needs of all stakeholders for a long time. This should be an extremely important focus in Ukraine, where the level of business perfection of most organizations is significantly lower than the corresponding level in the developed countries.
That is why Ukraine needs state support for emphasizing the importance of ethical and socially responsible conduct of companies, promoting the best socially responsible practices of the national companies in Ukraine and abroad, and increasing the prestige of excellent organizations and processes of the continuous system improvement. This will permit companies to strengthen their long-term competitiveness and reputation through the practice of a responsible attitude to their employees, customers, and other stakeholders.
This issue is made even more relevant due to today’s globalization and integration processes, as foreign governments attach great importance to operation of their companies in emerging markets, and their compliance with standards of protection of human rights, labour relations, and the environment.
In this context, the most reasonable step would consist in adopting the appropriate National Strategy of the Social Responsibility of Business in Ukraine (hereinafter - the Strategy) that has to fix a clear position of the state in this area. Adoption of this document will improve the image of the Ukrainian State within the country and abroad, show Ukraine's desire to develop according to the European and world trends, follow the concept of a sustainable development, and take a responsible attitude to the problems of society and the environment.
3. Objective and Tasks of the Strategy
The objective of the Strategy consists in creating a framework (as a complex of rules, regulations, specific institutional mechanisms) and favourable conditions for the SRB integration into company activities to ensure a sustainable development of Ukraine, improve the social welfare and address the issues identified in the national policy documents.
The key tasks of the Strategy consist in:
- developing the SRB as a factor of modernization of the economy; enhancing its competitiveness to contribute to recognition of Ukrainian business in the world as a socially responsible business; facilitating its integration into international markets; increasing the social welfare; and addressing the issues identified in the national policy documents;
- introducing common approaches to the understanding of the social responsibility of business in Ukraine by all the groups of stakeholders;
- developing a system of non-financial reporting to ensure greater public awareness of the various SRB aspects;
- improving the existing and developing new forms of the public-private partnership for the economic, social and environmental development of communities and territories;
- creating an efficient system of a social and public dialogue;
- creating preconditions for guaranteeing human rights, moral education, and education of the members of society;
- developing resource procurement and energy efficiency programs, “beautification” of businesses and the country’s economy as a whole;
- developing processes of business improvement of companies, organizations, and institutions.
4. Justification of the Strategy Development and Implementation Based

on the Foreign and National Experience
In a broader sense, the SRB can be presented as a system of values, activities, and processes, which aim at extending the positive impact of the company’s activities in the economic, environmental, and social fields both within the organization and outside. Implementation of socially responsible strategies should be oriented not only to minimize and prevent the negative effects of activities, but also to achieve the economic, environmental, and social effects (the so-called triple effect strategy) that can be considered a basis for improving the competitiveness of individual companies and the national economy in general.
As defined by the European Commission (Green Paper on Corporate Social Responsibility, 2001), corporate social responsibility (CSR) is “a concept according to which companies integrate social and environmental issues into their commercial activities and interact with stakeholders on a voluntary basis”. The “triple criterion” concept is extremely important in the SRB field; it includes expansion of the boundaries in the reporting of organizations and adds social and environmental issues to the financial performance indicators.
The SRB is common in the European countries. In some countries, it is integrated into the public policy (Denmark, France, Finland, and Sweden); in other countries, the socially responsible practices are the prerogative of companies (Greece, Ireland, Netherlands, and Slovenia). In the European Union, the key SRB role is to support a stable development of companies, leading to improvement of the labour market and the quality of products and services provided by companies (European Commission Communication, 2006).
The CIS countries have also contributed to the SRB development by developing and adopting the international standard titled “Social Responsibility of an Organization. Requirements. CSR. 2008”.
5. Internal Context of the Social Responsibility Development in Ukraine
As a result of development of the Concept of the National Strategy of the Social Responsibility of Business in Ukraine by the Advisory Council of the Verkhovna Rada of Ukraine Committee for Industrial and Regulatory Policy and Entrepreneurship, formed in 2009 after the committee hearings "Development of the Social Responsibility of Business: Ukrainian Outlook”, the process of formalizing the SRB understanding in Ukrainian society gained momentum and became the appropriate driving force changing the social perception of this phenomenon.
The social responsibility of business in the Ukrainian context can be defined as one that operates at three basic levels:
1. Compliance with legal obligations to the state and society (payment of taxes, healthcare and labour safety, employee rights, consumer rights, and environmental standards) and industry standards.
2. Minimization or elimination of the negative impact of business on society and risk management (such as human rights violations or environmental pollution).
3. Enhancement of the positive impact of business on society and creation of values through innovation, investment and partnership, aimed at social and environmental well-being (for example, job creation, social and economic development, or conflict resolution).
The need for the SRB development in Ukraine, in particular, is explained by several factors:
- A low level of corporate culture and, consequently, financial and economic weakness of a considerable portion of companies in Ukraine is one of the most common obstacles. Activities of economically weak entities are focused on survival, and society and the state often take an opposition attitude to business. This general situation against the background of a constant lack of funds does not contribute to the spread of ideas and principles of social responsibility at the national level.
- Legal nihilism and deformation of legal consciousness: a culture of respect for the laws and law in general is just being formed in Ukraine. Today, the desire to bypass the law and not to follow it is dominant. Unfortunately, business as the most active and creative subject of public life is no exception here. This can be partly explained by the quality of laws adopted in Ukraine, their instability and selective application.
- A low level of public awareness of the role of business: because of a relatively short modern history of national business and an even shorter practise of its social responsibility implementation, Ukrainian society has no correct understanding of the efforts made by business in this area.
- Terminology (normative) uncertainty: given a relatively late entry of the national business community to the socially responsible business community, Ukraine is characterized by a basic misunderstanding of the main objectives and mechanisms of social responsibility strategy implementation by both business and other members of society.
- Ukrainian companies are closed for the public: for most companies, information about their activities is data to be used for the internal purposes only. Only a quarter of the interviewed companies have adopted codes of conduct (mission, code of ethical rules, declared value, etc.).
- Skewed implementation of the social responsibility policies of Ukrainian companies. The social responsibility of Ukrainian companies and organizations is primarily focused on labour practices and measures to protect the health and safety of consumers. Measures to protect the natural resources and interaction with the community are less common: only a third of companies make social investments in the community; half of firms take no environmental protection measures.
- Uneven account of the interests of stakeholders: companies often take into account the interests of consumers and public authorities and rarely the interests of non-governmental organizations and research organizations, educational institutions; practically, there is no cooperation with them. 
6. Objectives to which the Strategy is Dedicated
The SRB development in Ukraine is relevant due to its significant impact on the economic, social, and environmental objectives, which are key drivers of the future SRB development, improving competitiveness of the national business and the economy as a whole.
6.1. Economic objectives:
- Providing the national economic competitiveness through the improved transparency and accountability of companies in Ukraine; increasing investment in training of personnel, their ongoing training and employment;
- Stable and predictable development of the domestic market and improvement of its functioning;
- Creating an attractive national innovation infrastructure through direct investments in new technologies;
- Providing modern tools for government regulation: clear signals from the government concerning the importance of the SRB encouragement without increasing the administrative pressure; promoting and stimulating the SRB among all market participants (no selectivity) encourage organizations and companies to implement the principles of social responsibility; 
- Developing cultural consumption and increasing consumer awareness. The SRB encourages consumer interest in environmental, economic and social aspects of products/services and reputation of the manufacturer or service provider, which, in turn, becomes the driving force for the development of SRB practices among companies;
- Expanding quality management systems of production organization in Ukraine (ISO 9000). National companies that implement quality management systems and are leaders in improving business are an example for other businesses, including those from the European countries.
- Improving the business culture in the country: the degree of awareness and understanding of the SRB among owners, company executives, business partners, employees, suppliers, the media, public and private organizations, and other groups determines the level of the business culture development in the country, which is particularly important for the investment attractiveness of the market.

6.2. Social objectives:
- Correct perception of business as a phenomenon by the population. Given the difficult period of establishment of the most successful companies in Ukraine, there is an opinion in society that the success of some of them has been possible because of failures of others. Thus, activities of companies with signs of social responsibility to society are often conceived by society as something granted. Traditionally, charity and philanthropy have been important for Ukraine;
- A higher level of integration into the labour market and social engagement: the desire of enterprises to attract more representatives from the vulnerable groups and ongoing training of employees reduces social stratification and contributes to poverty eradication and respect for human rights;
- Development of innovation in the social area: creation of labour conditions that will contribute to innovative activities.

6.3. Environmental objectives:
- More rational use of natural resources and reduction of emissions are reached by companies investing in eco-innovations and creating an environmental management system that provides targeted environmental actions, purchase of equipment, and transition to alternative energy sources, etc.
7. External Context of Social Responsibility Development in Ukraine
Development of the National Strategy of the Social Responsibility of Business is also contributed by a number of external factors, namely:
7.1. The need for positioning Ukraine on the international arena: the practice of activities of the global business leaders for the past 20 years has proven that social responsibility has ceased to be selective, a "whim" of successful companies. Instead, the SRB today is an essential and integral component of the business process, supported not only by companies in different regions of the planet, but also by international organizations (UN Global Compact, International Labour Organization, UNICEF, UNIDO, European Council, European Organization for Quality, International Standardization Organization) and the governments of different countries (Denmark, Norway, Slovakia, Germany, Macedonia, France, Great Britain).
It is also necessary to take into account certain standardization of the various aspects of the organization’s activities, belonging to social responsibility, including operations, environmental management, labour relations, etc.
7.2. Integration into the European Union.
The Agenda for the EU-Ukraine Association Agreement approved in 2009 stipulates performance of certain social responsibility tasks.
The European Commission considers social responsibility as part of contribution to the sustainable development strategy and the European economic growth and employment, as the SRB contributes to a variety of purposes, including social cohesion, economic competitiveness and a more rational use of natural resources.
In the EU, social responsibility is included in the policy of employment and social affairs, business policy, environmental protection and consumer rights policy, government procurement policy and external relations policy. The EU promotes its priorities in relations with its partners, the countries of the Neighbourhood and Eastern Partnership Program, which includes Ukraine.
7.3. Ukraine's attitude to ISO 26 000.
In November 2007, Ukraine joined the international group of experts on development of the international standard ISO 26 000 “Social Responsibility Guide” project. For three years, Ukrainian experts have worked on the project of this international standard. In 2010, Ukraine, among other countries, opted "for" the adoption of the international standard ISO 26 000 “Social Responsibility Guide”.

7.4. UN Global Compact – Ukraine.
The national network of companies and organizations that voiced their commitment to the UN Global Compact has been officially functioning since 2005. The Global Compact is based on 10 principles of human rights, labour relations, environment, and corruption prevention, which constitute a kind of an ethical code of corporate conduct and compliance with which is mandatory for its participants in their activities. Despite the voluntary participation, companies are required to provide annual reports on implementation of the Global Compact principles in their daily activities.
Over 10 years, the initiative has been joined by more than 8,000 companies and other organizations from more than 130 countries. In Ukraine, the local Global Compact network has existed since 2006 and brought together over 160 participants: from major international and Ukrainian companies to small and medium-sized enterprises and nongovernmental organizations, academic institutions, business associations, etc. (www.globalcompact.org.ua).
The Global Compact is today the largest platform for corporate social responsibility in Ukraine in terms of the number of participants that committed themselves to the principles of responsible conduct, and in terms of the general national geography of the initiative.

7.5. Requirements of investors.
The demand from investors and financial institutions that an organization or a company develop and implement their own social responsibility policy encourages more active implementation of the SRB practices. Consideration of social responsibility criteria in the assessment of business by investors in organized financial markets, private equity funds and institutional investors promotes and expands implementation of the SRB, in particular among companies with a predominantly Ukrainian capital. Encouragement of long-term investments from abroad ensures stability and predictability of the domestic market.
8. Components of Social Responsibility Development in Ukraine
Implementation of the abovementioned tasks can be achieved through the following measures:
8.1. Institutional and regulatory conditions for the SRB development:
- form a permanent body (possibly through the reorganization of the Coordinating Council of the VRU Committee for the Industrial and Regulatory Policy and Entrepreneurship), which would be competent to analyze the current state of the SRB in Ukraine and support its further development, create regional advisory councils for the SRB National Strategy development (or authorize the already existing regional councils to do that);
- develop a National Strategy for the SRB development in Ukraine;
- develop a regulatory framework for implementation of the environmental and social labelling technique and its use;
- regulate a system of preferences for organizations that implement social responsibility policies and socially important programs.
- encourage dissemination by Ukrainian business entities and organizations of non-financial reports, including through Ukrainian and international specialized portals and report database;
- develop and hold annual business SRB contests, including the annual Ukrainian national contest of quality.

8.2. Develop capacities and competences of business organizations to support them in the SRB implementation:
- promote exchange of SRB experiences and good practices among companies;
- disseminate SRB standards and management systems;
- contribute to the improvement of corporate governance and promote the SRB strategies at Ukrainian companies, including at state-owned ones;
- fix in the laws governing public procurement stock market activities (particularly in terms of disclosure of information about non-financial risks of company activities), the social responsibility requirements for companies;
- initiate projects for the development of skills of investment companies, analysts, investors, funds and banks in analyzing non-financial risks;
- promote training of specialists qualified as Social and Corporate Responsibility Managers, Experts in corporate social responsibility, Social auditors (according to the State of classifier of professions DK 003:2010).
8.3. Raise SRB awareness among different groups of stakeholders:
- create a single portal of corporate social responsibility to ensure awareness of the SRB National Strategy implementation in Ukraine;
- conduct public information campaigns, including publication of articles and preparation of TV programs dedicated to SRB in the media, including the state-owned media;
- create a nationwide SRB information centre, which will operate according to a hot line principle (call-centre) and will be responsible for SRB issues, providing information and methodological support, etc.;
- publish information about companies violating the principles of consumer right protection and principles of social responsibility activities;
- raise SRB awareness among civil servants at the national, regional and local government levels, in particular by incorporating the SRB concept into the civil servant training programs;
- develop a program to inform the government authorities and local self-governments agencies about the SRB programs and projects implemented in the appropriate administrative units;
- hold annual parliamentary hearings dedicated to the SRB implementation in Ukraine;
- hold regular conferences on implementation and effectiveness of the SRB in Ukraine under the auspices of the public authorities and involving local authorities, local communities, the media and civil society organizations, academic circles;
- include the discipline "Social Responsibility" in the curriculum of higher education institutions and business schools, civil servant training and qualification improvement programs; promote the relevant national textbooks and teaching materials;
- support SRB research at the national and regional levels.
9. Expected Results of the Strategy Implementation
In the process of implementing the National Strategy for SCR in Ukraine, it is necessary to create institutional mechanisms for dissemination of SRB among local businesses and organizations. The determined mechanisms should be based on international experience and should meet the current objectives of the state, particularly regarding development of economic competitiveness and quality of life of citizens, and should consider the needs of further development of SRB as a tool for government incentives.

The expected results for the national economy:
Short-term results (up to three years after approval of the Strategy):
- establishing the phenomenon of social responsibility in society,
- developing the efficient mechanisms of the social dialogue between various actors of the social process (business, trade unions, government authorities, non-governmental organizations, etc.);
- increasing the number of companies of different sizes that are developing and implementing their own strategies of social responsibility;
- disseminating the best practices of social responsibility of Ukrainian business regarding honest and ethical conduct, improving working conditions, protecting and improving social and labour rights of employees; protecting consumer rights; complying with modern standards of labour safety and human development;
- increasing the number of non-financial reports of companies;
- developing public support mechanisms and policies to stimulate continuous improvement of social responsibility of companies;
- integrating national SRB experts into the European and global professional environment.
Long term results:
- ensuring sustainable development of the country;
- developing corporate social responsibility in Ukrainian society as a generally accepted trend;
- increasing the country’s competitiveness and its parameters such as: the level of macroeconomic stability, efficiency of public and private institutions; efficiency and size of the goods and labour market; the labour compensation level; the level of business development and improvement, quality of the infrastructure, the level of ease of doing business; innovation and technological development; quality of human capital;
- simplified integration into the European economic and social space and, eventually, gradual integration into the EU;
- intensifying investment and innovation processes;
- supporting development of trading, economic, scientific, technical and investment cooperation between Ukraine and foreign states on the basis of mutual benefit through adherence of Ukrainian commercial organizations to international standards of SRB;
- increasing foreign investment in the nation's economy, as today the world’s companies do not go to fundamentally unstable and unreliable markets, following the principles of honest and ethical business conduct.
10. Financing the Strategy Implementation
The Strategy’s implementation can be financed by the state and local budgets, investment of companies and organizations, grants from international organizations, funds of the operating joint operational programs of the European Neighbourhood and Partnership Instrument (ENPI), and other sources. A detailed study and calculation of the necessary investments for implementation of various initiatives of the Strategy will be made after approval of the Concept and stated in a separate document. Once it is developed, the opportunities and sources of financing the Strategy's initiatives will be considered. 
11. Strategy Implementation Timeframe
The National Strategy of the Social Responsibility of Business is supposed to be implemented until 2015.
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