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Practices of Corporate Social Responsibility in Ukraine

INTRODUCTION

Responsible practices have become an integral part of companies’ opera-
tions. Facing the challenges of modern society leading multinational corporations
are constantly adopting the system of responsible initiatives, giving birth to the new
and implementing the existing approaches to sustainable development. Thus, Albert
Mathieu, the president of Mondelez’s European biscuit business, commenting on the
company’s sustainable wheat program called Harmony and inspiring other manufac-
turers and industries using wheat to adopt the same approach stresses the fact that
“the Tescos and Carrefours of this world want to know more about how you are
minimizing the environmental impact of your products”. He also adds that “wheat
sourced under Harmony is non-GMO, because GMO is not an option for European
consumers” [Nieburg, 2015]. This initiative is just a single example in companies’
CSR portfolio and Mondelez is just a single company among MNCs famous for
their responsible practices. The 10 most reputable companies in CSR dimensions
according to 2015 Global CSR RepTrak 100 have become Google, BMW, The Walt
Disney Company, Microsoft, Daimler, LEGO, Apple, Intel, Rolls-Royce Aerospace
and Rolex [Global CSR RepTrak 100, 2015, p. 6].

The term of “sustainable development” was first used in the 18" century
with reference to the protection of tree populations in forestry and the use of
timber in a sustainable way [Ebner, Baumgartner, 2006]. The concept was popu-
larized in Our Common Future (the Brundtland report), published by the World
Commission on Environment and Development (WCED) in 1987. This report
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also included the definition of sustainable development: “development which
meets the needs of the present without compromising the ability of future gener-
ations to meet their own needs” [WCED, 1987, p. 43]. The focus on ecological
issues in corporate sustainability has been broadened by economic and social
aspects. Corporate social responsibility is mostly considered as one of the pillar
of corporate sustainability. Sustainable development is at macro level, while at
the micro level, in the organization, is corporate sustainability, which encom-
passes economic, ecological and social pillars, where CSR is the social pillar of
corporate sustainability [Ebner&Baumgartner, 2006].

The concept of social responsibility was first presented by Frank Abrams in
a Harvard Business Review article in 1951 [Abrams, 1951]. In 1953 Howard
Bowen used the term “the social responsibilities of the businessman” and defined
CSR as “the obligations of businessmen to pursue those policies, to make those
decisions, or to follow those lines of action which are desirable in terms of the
objectives and values of our society” [Bowen, 1953, p. 6]. The most popular defi-
nition of CSR was given by Carroll [1979], which stated that “the social responsi-
bility of business encompasses the economic, legal, ethical, and discretionary ex-
pectations that society has of organizations at a given point in time” [Carroll,
1979, p. 500]. During the 1980s and 1990s CSR was linked with business ethics,
corporate social performance and stakeholder theory [Carroll, 1999; Epstein,
1987; Freeman, 1984; Hopkins, 1998; Wartick and Cochran, 1985]. Nowadays
CSR is associated with triple bottom line (profit, people and planet) [Elkington,
1999] and represents the process of integrating economic, social, and environmen-
tal issues of corporate firms in order to achieve balanced growth in societies. The
World Business Council for Sustainable Development (WBCSD) (2000) defined
CSR as “the commitment of businesses to contribute to sustainable economic de-
velopment, working with employees, their families, the local community and soci-
ety at large to improve their quality of life” [WBCSD, 2000, p. 5]. The idea of M.
Porter & M. Kramer (Creating Shared Value) to transform social problems rele-
vant to the corporation into business opportunities, thereby contributing to solving
critical societal challenges while simultaneously driving greater profitability has
also become very popular among leading MNCs [Porter, Kramer, 2011].

Companies that invest in social responsibility and related activities get nu-
merous advantages: higher stock prices, influence on policy making, access to
acquisitions, more buying, attracting the best talent, higher employee engage-
ment and alignment. The RepTrak Portfolio has outperformed the S&P500 Index
since 2006 and has also done so by an increasingly wide margin since the finan-
cial crisis of 2008 [Global CSR RepTrak 100, 2015, p. 11].

The article deals primarily with the practices of CSR of leading in terms of
sustainable development Ukrainian-based companies. In this regard we must
admit that the development of CSR in Ukraine was rather pushed by business
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than by society. Responsible initiatives were adopted by the subsidiaries of mul-
tinational corporations starting their operations in Ukraine and by enterprises
forming a company town (monotown); companies planning to go public started
to publish CSR reports, whereas it is a standard requirement.

THE ENVIRONMENT OF CORPORATE SOCIAL RESPONSIBILITY
IN UKRAINE

A remarkable event in the development of CSR in Ukraine was the for-
mation of UN Global Compact office in 2006. UN Global Compact is the
world’s largest corporate sustainability initiative that calls companies to align
their strategies and operations with universal principles on human rights, labor,
environment and anti-corruption, and take actions that advance societal goals
[Overview, (https)]. This initiative as at 7 January 2016 united 258 participants
from Ukraine [UN Global Compact, (https)]. At the first sight we may observe
a positive tendency in comparison with January 2015 when the number of partic-
ipants was 184 and a considerable increase of interest among Ukrainian based
members since 2006 the year UN Global Compact office was established in
Ukraine when the number of participants was 34 [IIpeacraButensctso, (http)].
Searching the companies-participants in Ukraine on the official web-site of the
initiative we get 54 results (in January 2015 — 25 results). But having investigat-
ed the problem more profoundly, we concluded, that among 54 companies there
were only 17 active members, 6 were non-communicating (failed to submit
a COP — Communication on Progress by the due date) and 31 were delisted. The
delisted companies, e.g. the companies that were prior removed from the initia-
tive’s database have again become viewable. Thus we may accentuate the will-
ingness of the initiative to show the interest in the collaboration with it of the
bigger amount of companies even despite the fact that most of them have been
already delisted. Table 1 represents the participants of the UN Global Compact
initiative in Ukraine from all three categories.

We may conclude from the table that relatively small amount of multina-
tional corporations present in the Ukrainian market take part in the initiative.
Nevertheless the headquarters of these companies and sometimes subsidiaries in
the selected countries are the participants of the UN Global Compact. Thus,
Coca-Cola Beverages Ukraine Ltd. is delisted from the initiative, but there are
8 participants of UN Global Compact, representing the company. We will not
deny that political and economic conditions in Ukraine don’t favor the increase
of business interest in sustainable initiatives. But it’s also worth mentioning
that since November 2013 the UN Global Compact in Ukraine has been trans-
formed in the union of companies-participants which had to pay membership
fees [Cers, (http)].



200 YEVGEN PANCHENKO, MARYNA KIRIAKOVA

Table 1. The companies-participants of the UN Global Compact initiative in Ukraine

(07 January 2016)
Active Non-communicating Delisted
PJISC “AZOT”, First Impel Griffin, 1+1 media, Chernihivske Khimvolokno,
Ukrainian International Platinum Bank, Carlsberg CJSC Mini Steel Mill Istil —
Bank, PJSC “Lvivoblener- Ukraine, PJSC Concern Ukraine, Coca-Cola Beverages
g0”, ViDi Group, KPMG- Galnaftogaz, Kyivstar Ukraine Ltd., Interpipe, Edipres-
Ukraine Ltd., Metinvest se Ukraine LLC, Financial and
Holding, LLC, Industrial Industrial Group ALTCOM Ltd.,
Union of Donbass, Ernst Financial Industrial Group
and Young LLC — Ukraine, ALTCOM Ltd., GreenCo Group,
LLC Firm Astarta Kyiv, Joint Stock Commercial Bank
Joint-Stock Company Obo- Nadra, JSC Kredobank, JSC
lon, LLC Astelit, Donbass PROsto-INSURANCE, JSC
Fuel-Energy Company — Rubezhnoye Cardboard and
DTEK, Group of Compa- Package Mill, JSC Shipyard
nies Foxtrot, PJSC Zaliv’, Lugansk Teplovoz
“Ukrsotsbank”, Volia Holding Company, Lugansk
Group of Companies, Insti- Vodka Plant Luga Nova, MTS
tute of Oil Transportation, Ukraine, Mykolaiv Alumina
System Capital Manage- Refinery Company Limited of
ment United Company Rusal, Nation-
al Joint Stock Insurance Compa-
ny ‘Oranta’, Niko Corporation,
OPJSC Azmol, Siemens
Ukraine, Tetra Pak Ukraine, The
Holding Company Mriya-Invest
Ltd., The Nemiroff Holding,
Vitmark-Ukraine

Source: [UN Global Compact, (https)].

Since 2007 Gvardia, the famous Ukrainian business journal has started to
publish annual rating of companies based on the assessment of their CSR re-
ports. The latest rating dates back to 2013, when the leadership position was
occupied by DTEK. System Capital Management Group was in fact the leader of
the rating during all the period of its existence (in 2012 — the first position was
occupied by Metinvest; in 2013 — by DTEK, all SCM companies) [I'Vapaus,
(http)]. Thus we may stress the fact that the topic of corporate social responsibil-
ity has been gaining importance in Ukraine since mid-2000. The activity of the
center “The Development of CSR” has contributed greatly to the popularization
of sustainable practices by organizing the competition in CSR business cases
among Ukrainian-based companies. The sixth publication according to the re-
sults of the competition (2015) contains 44 cases, grouped by spheres: corporate
governance, labor relationships, communities’ development, environmental pro-
tection and fair operating practices (Fig. 1) [IIpaxtuku, 2015]. It is also worth
mentioning that last year (2014) the competition was not conducted.
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Figure 1. The distribution of case studies by spheres (sixth annual competition, conducted
by the center “The Development of CSR”)

The results of the competition conducted in 2013 were almost the same
(most cases were presented in the category ‘communities’ development’; there
were 2 cases in ‘corporate governance’ and no cases describing fair operating
practices). Despite the fact that this competition gives an opportunity to get to
know responsible initiatives of the Ukrainian-based companies, it hardly allows
to judge about the level of CSR development within the companies-participants
and in the economy as a whole. Thus a company may present separate CSR
business case even without having published CSR report. Whereas COP (Com-
munication on progress) reports can be accessed freely, it is difficult to estimate
the number of companies publishing social reports according to GRI standards,
AA1000, in a free form. According to the results of 2013 competition of the best
non-financial reports conducted by the center “The Development of CSR” such
companies as DTEK (GRI), SCM (GRI), Platinum Bank (GRI), Galnaftogaz
(GRI) Interpipe (COP) were the winners [Hedbunancossii, (http)]. Among the
companies reporting according to GRI standards Obolon [GRI4, 2014 report],
Metinvest [GRI14, 2013-2014 report], ArcelorMittal Kryvyj Rig [GRI 3, 2014
report] have also to be mentioned.

A little bit unsystematic approach to CSR is also proved by the investigation
of motives that drive Ukrainian-based firms to engage in CSR, conducted by the
Hertfordshire Business School (19 interviews with business firms and non-
commercial organizations). It revealed that companies in Ukraine were pushed
by the mix of utilitarian, societal and ethical motives. Despite the fact that the
authors claim that the prevalence of instrumental motives seems to fit the inter-
viewees’ expectation of the modern capitalist firm, ethical motive was the main
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motive only for two investigated companies. The most widely mentioned in-
strumental motives are legitimacy, attracting customers and increasing customer
loyalty, reputation, staff retention and safety, leading to profitability, attracting
investors and risk management [Filosof, 2015, p. 7].

LEADERS OF SUSTAINABLE DEVELOPMENT IN UKRAINE

It becomes obvious from the previous paragraph, that SCM (System Capital
Management) Group occupies the leading positions among Ukrainian-based
enterprises in terms of CSR development. SCM Group Sustainability reports
outline company’s key CSR directions such as health and safety of employees,
welfare and development of employees, local community development, protect-
ing environment and raising energy efficiency, stakeholder engagement, corpo-
rate volunteering, quality of products and services, business ethics and corporate
governance [SCM Group Sustainability Summary Report, 2014, p. 5]. Company
has developed its Sustainability Policy the key principles of which are to take
a whole system approach, to work efficiently and effectively, to respect interests
of partners, clients and society, to provide good and safe working conditions, to
respect human rights, to improve living standards in the regions of operations
and across Ukraine, to commit to preventing and reducing the environmental
footprint [SCM Group Sustainability Policy, p. 9].

One of the most interesting Group’s commitments was the project of crea-
tion of modern professional standards — profession passports — in three priority
sectors: metallurgy, energetic and digital journalism, initiated in 2011. This pro-
ject united the representatives of 23 Higher Educational Establishments, more
than 30 Ukrainian companies and 4 Ministries. 8 standards, developed within the
project, are approved by the experts of the European Training Foundation and
European Council and are the only sectoral standards in Ukraine [SCM Group
Sustainability Summary Report, 2014, p. 12]. Despite the war and the tense situ-
ation in the Eastern Ukraine, where a substantial part of Metinvest enterprises is
located, the company was able to increase its social investments from 57,6 mil-
lion Hm. in 2011 to 133 million in 2014. Metinvest’s responsible initiatives
were not limited to the humanitarian aid to the population of the zone of armed
conflict, but also were connected with the reconstruction of the destroyed infra-
structure of the region. The company invests heavily in the modernization of its
enterprises in order to reduce their ecological footprint; develops ecological and
educational programs within the communities it is present in. Moreover we must
admit that Metinvest has launched portal http://kso.metrinvestholding.com/,
where everybody may find information about company’s achievements in inter-
action with employees, ecological initiatives and development of the cities
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[Commaneneiii otuer, 2013-2014]. DTEK is also famous for its infrastructure
projects in the areas where it operates. Thus the company doesn’t simply invest
in the development of cities, but also encourages the community to contribute to
the projects. The company has organized the competition of the best ideas to
improve the cities’ infrastructure through mutual financing of DTEK and com-
munities. The projects that take part in the competition are connected with the
enhancement of social sphere, popularization of the healthy way of living, de-
velopment of education, culture and art, other municipal improvements [IIpax-
tuku, 2015, p. 60]. Despite the information offered by the Group in its reports
and cases, at the end of January Metinvest announced it would cut a third of
administrative employees due to the decrease of metallurgy raw materials and
products prices. Moreover the working day for the administrative employees is
decreased by 20% with proportional cutting down of salaries [Mertamtyp-
ruueckas, (http)].

The implementation of modern concepts of sustainable development may be
found in the Ukrainian subsidiaries of multinational corporations. Due to the
requirements of headquarters the subsidiaries of leading MNCs are working at
the alignment of corporate strategies of social responsibility with the business
environment of Ukraine. L’Oréal started to adopt its program Beauty For All,
the aim of which is to offer the qualitative product to the customer by taking care
of the environment and the planet on the whole. Better World of Sun InBev
Ukraine unites three key CSR priorities in Ukraine: the promotion of responsible
drinking of beer; environmental protection; taking care of the society. Henkel is
developing responsible initiatives in three key spheres: participation in social
projects, emergency aid and social partnership. Tetra Pak’s “Protect What’s
Good” is about the protection of food, people and future. But probably one of
the most advanced approaches adopted by the companies in Ukraine is Nestlé’s
Creating Shared Value.

As a basis for responsible operations and business success over the long
term, Nestlé believes it must manage its operations in a manner to comply with
the highest standards of business practice and environmental sustainability. This
involves compliance with national laws and relevant conventions, as well as
company’s own regulations, which often go beyond its legal obligations. These
are laid out in Nestlé Corporate Business Principles and related policy docu-
ments. Beyond that, how Nestlé does business is based on sustainability — ensur-
ing that company’s activities preserve the environment for future generations.
However, to build a profitable business for shareholders, company goes beyond
compliance and sustainability to a third level: creating long-term value both for
society and for shareholders. Nestlé starts the description of its shared value
initiatives from the front covers of its reports. Ramon Malé Calco from Spain is
pictured on the front cover of Nestlé in society: Creating Shared Value and



204 YEVGEN PANCHENKO, MARYNA KIRIAKOVA

meeting our commitments 2014 [Nestlé in society, 2014, p. 3]. He is a technical
leader for the bottling line in the Nescafé Dolce Gusto factory in Schwerin,
Germany, who was hired through Nestlé needs YOUth programme. The initia-
tive to hire 10000 young people across Europe, 10 000 trainees and apprentices
aged below 30 is designed to attract the talented youth a company will need to
develop and grow its business. Besides We Need YOUth program education
programmes for good nutrition and feeding practices for children (“Abetka har-
chuvannya” program), the Rural Development framework for understanding the
needs of farmers and implementing responsible sourcing in supply chain (“Hos-
podar” program) are also among the most noticeable shared value initiatives of
the company in the Ukrainian market (Table 2).

Table 2. Key Nestlé’s Commitments in Ukraine in 2014

Sphere

Commitments

Nutrition

— 100% of products meet Nestlé Nutritional Foundation
profiling criteria; — 98% of children’s products meet
Nestlé Nutritional Foundation sodium content criteria;

— sodium reduction in sauces by 16,5 tones;

— national educational programme “Abetka harchuvannya”
(“Nutrition Alphabet”);

— “Torchyn tasty stories ” project;

— 93% of products have Guideline Daily Amounts (GDA)
labeling;

— participation in Healthy Kids Global Programme

Rural development

— “Hospodar” program, aimed at the development of local
suppliers;

— in March 2015 KitKat sold in Ukraine had been produced,
using cocoa, purchased through the Nestlé Cocoa Plan

Water

— water consumption reduction at all Factories in Ukraine
(by 4% in comparison with 2012)

Environmental sustainability

— waste reduction by more than 2% in comparison with
2012;

— GHG emissions decrease by 3,5% in comparison with
2012;

— Energy consumption decrease by 3% in comparison with
2012

People, human rights and com-
pliance

— employment of 915 young people, apprenticeships, train-
eeships, cooperation with universities within Nestlé needs
YOUth programme;

— NQ trainings for employees;

Adapted: [Nestlé B Ykpaini, 2014].

Due to the enrollment of “Hospodar” program in Ukraine the percentage of
imported materials was decreased to 30% in 2014, whereas 38% of materials had
been imported by Nestlé in Ukraine in 2007. Despite the fact that local suppliers
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have to comply with company’s high requirements, Nestlé assists them in get-
ting acquainted with modern technologies, supports in acquiring the necessary
equipment. Having become the local supplier of the company, a firm may be
granted an opportunity to supply Nestlé’s enterprises in the other markets. Thus
Nestlé’s subsidiaries in Check Republic, Austria and Switzerland have already
become interested in the Ukrainian supplier of packaging materials [Nestlé
B Vkpaini, 2014, p. 6].

CONCLUSION

Whereas we are deeply convinced that the essence of CSR is practice,
this article is called to analyze the state of corporate social responsibility in
Ukraine by exploring the practices of the leaders of sustainable development.
At the same time we’d like to stress the fact that companies’ responsible ini-
tiatives are the answers to the requirements of the society. The above men-
tioned study of motives that drive Ukrainian-based firms to engage in CSR,
conducted by the Hertfordshire Business School, revealed a unigque case (for
the researchers). The interviewee owns and operates a farm, including leas-
ing parcels of land from 500 landowners. His understanding of CSR was
“first of all, live among people in such way that they benefit, rather than suf-
fer from your activity”. He is convinced that one cannot live in the village
irresponsibly, and one cannot work the land irresponsibly. By answering the
guestion about reporting he mentioned that he is accountable to no one, him-
self only, and also to the elders — his mother, teachers, neighbors and relatives
— they live in the village [Filosof, 2015, p. 8]. In the society where corporate
social responsibility is not stimulated by the state (the national strategy of cor-
porate social responsibility has not been approved in Ukraine), the society
itself has to be a key driving force in the development of corporate social re-
sponsibility. Despite the fact that David Ozment, Walmart’s senior director of
energy, commenting on company’s environmental projects, stressed that cus-
tomers like the idea of installing solar panels, but do not want to pay a premi-
um for their purchase for that [Bartha, 2015, p. 11], there is a growing demand
for responsible initiatives in the US and European societies. In this connection
we must agree with A.M. Kolot and others [A.M. Kousora (pen.), 2012, p. 21]
that an individual (a responsible family man, employee, citizen, participant of
social groups, consumer and inhabitant of the Earth) stands in the center of
social responsibility. Thus the increase of the level of culture and awareness in
social aspects of living is an integral part and motivator of the transformation
of Ukrainian-based company’s unsystematic responsible initiatives into the part
of their business-strategy.
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Summary

The article deals with the practices of CSR of leading in terms of sustainable development
Ukrainian-based companies. The development of CSR in Ukraine is rather pushed by business
than by society. Responsible initiatives are adopted by the subsidiaries of multinational corpora-
tions and by enterprises forming a company town; companies planning to go public publish CSR
reports, whereas it’s a standard requirement.

The participation of Ukrainian-based companies in sustainability initiatives (UN Global
Compact), ratings (Gvardiya) and competitions (the center’s “The Development of CSR” business-
cases competition) as well as the state of non-financial reporting of Ukrainian-based companies are
analyzed. Thus according to the results of 2013 competition of the best non-financial reports con-
ducted by the center “The Development of CSR” such companies as DTEK (GRI), SCM (GRI),
Platinum Bank (GRI), Galnaftogaz (GRI) Interpipe (COP) were the winners. The responsible
practices of Metinvest’s enterprises and the approaches to sustainable development of the subsidi-
aries of leading multinational corporations in Ukraine (Nestlé, Sun InBev, L’Oréal, Tetra Pak,
Henkel) are presented.
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The authors come to the conclusion that companies’ approaches to CSR in Ukraine are mostly
fragmentary and unsystematic and the demand for responsible initiatives in the Ukrainian society is
relatively low. In this regard the increase of the population’s level of culture and awareness in social
aspects of living may become an integral part and motivator of the transformation of Ukrainian-based
company’s unsystematic responsible initiatives into the part of their business-strategy.

Keywords: corporate social responsibility (CSR), sustainable development (SD), responsible
practices, Ukrainian-based companies.

Praktyka spolecznej odpowiedzialno$ci biznesu na Ukrainie
Streszczenie

Rozwazania podjete w opracowaniu koncentruja si¢ wokot dziatan z zakresu spotecznej od-
powiedzialno$ci biznesu (CSR) podejmowanych przez ukrainskie przedsigbiorstwa w warunkach
zrownowazonego rozwoju. Na Ukrainie bodzce do rozwoju CSR wywodza si¢ raczej z sektora
przedsiebiorstw niz ze spoteczenstwa. Odpowiedzialne spotecznie inicjatywy sa podejmowane
przez filie migdzynarodowych korporacji, publikacja raportow z dziatalnosci CSR jest standardo-
wym wymogiem dla przedsigbiorstw, ktdre planuja wejs¢ na gietde.

W opracowaniu analizom poddano udziat ukrainskich przedsigbiorstw w inicjatywach z za-
kresu zrownowazonego rozwoju (UN Global Compact) oraz w ocenach i konkursach dotyczacych
praktyk CSR (konkurs prowadzony przez organizacj¢ “The Development of CSR”), jak rowniez
sporzadzania raportow o charakterze niefinansowym. Zgodnie z wynikami konkursu przeprowa-
dzonego przez organizacj¢ “The Development of CSR” w 2013 r., wéréd najwyzej ocenionych
sprawozdan o charakterze niefinansowym znalazly si¢ raporty takich firm, jak: DTEK (GRI),
SCM (GRI), Banku Platinum (GRI), Galnaftogaz (GRI), Interpipe (COP). W opracowaniu przed-
stawiono takze przyktady odpowiedzialnych dziatan biznesowych firmy Metinvest oraz filii wio-
dacych korporacji migdzynarodowych (Nestlé, Sun InBev, L’Oréal, Tetra Pak, Henkel).

Przeprowadzone analizy prowadzg do wniosku, ze praktyki CSR podejmowane przez przed-
sigbiorstwa dzialajace na Ukrainie sg najczeSciej fragmentaryczne i niesystematyczne. Popyt
ukrainskiego spoteczenstwa na odpowiedzialne inicjatywy jest stosunkowo niski. W zwigzku
z tym wzrost kultury oraz $§wiadomos$ci mieszkancow Ukrainy na temat spolecznych aspektow
zycia moze sta¢ si¢ bodzcem do przeksztalcenia niesystematycznych dziatan CSR ukrainskich
przedsigbiorstw w wazna czg$¢ ich biznesowe;j strategii.

Stowa kluczowe: spoteczna odpowiedzialnos$é biznesu (CSR), rozwoj zrownowazony, odpo-
wiedzialne praktyki, ukrainskie przedsigbiorstwa
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