UDC 332.012.2
JEL M14, M21, Q01

STUDY OF METHODS OF MEASURING SOCIAL RESPONSIBILITY OF BUSINESS
IN THE SYSTEM OF SUSTAINABLE DEVELOPMENT OF THE REGION

Klius Yuliia

Doctor of Economic Sciences, Professor,

Head of Department of Accounting and Taxation
Volodymyr Dahl East Ukrainian National University
ORCID: 0000-0002-1841-2578

Nizhnikov lllya

Postgraduate

Volodymyr Dahl East Ukrainian National University

The article proves that in modern conditions the sustainable development of regions is possible on the basis of the
creation and development of institutions of coordination of interests between all the main participants of market relations:
business, state, society. Business should assume responsibility for many areas of society development directly related to
its economic activity (ecology, social programmes in the field of territorial development, improvement of the quality of life
of the entire population: health care, labour protection, education, culture, sports). Analysis of the mechanisms of social
responsibility implementation in practice shows that at the current stage of development socially responsible business
behaviour should be elevated to the rank of the main direction of state policy. To achieve political, economic and social goals
facing society, it is necessary to consistently implement large-scale measures to create social infrastructure in industrial
regions, protect and expand the reproduction of natural resources, and create conditions for sustainable socio-economic
development. The interrelationships of business social responsibility and sustainable development are studied, and priorities
on the part of business and the territories of presence are identified. The experience is generalised and methodological
approaches to macroeconomic assessment of damage and losses of the region's economy due to the environmental factor
in accordance with different development scenarios are proposed. The theoretical foundations of the social responsibility
of business as a system that naturally ensures the increase of socio-economic development of regions on the basis of the
principles of sustainable development, necessity and sufficiency for sustainable development of the territory are developed;
it is determined that the nature of compensation measures depends largely on the structure, functions and main directions
of the implementation of social responsibility of business. A set of methodological approaches to the social assessment of

business in the system of sustainable socio-economic development of the region
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Formulation of the problem. Currently, there is no single
scientifically grounded methodology for assessing the social
responsibility of business. The study of various approaches to
measuring the phenomenon under study shows that the main
problem of the assessmentis the multidirectional and multilevel
nature of social responsibility. Some of the approaches
are based on the comparison of indicators with benchmark
indicators, while others study qualitative characteristics.
In international practice, the system of indicators of corporate
social responsibility, which are extrapolated to the entire
social responsibility of business, is widespread.

The first place in terms of popularity is occupied by
the rating of socially responsible companies. According to
international researchers, stock markets alone use more
than 100 indicators to assess social investment in the
context of sustainable development.

Analysis of recent achievements and publications.
In the 1950s, the concept of social responsibility was first
scientifically defined. In the following years, this concept
was considered by many scholars and practitioners.
Among foreign scholars, it is worth noting the following:
T. Donaldson, A. Carroll, R. Kaplan, D. Norton, M. Friedman,
J. Valiente, C. Manuel, S. Figares and others. This issue has

also been elaborated in the works of such domestic scholars
as O. Buyan, A. Kolota, O. Hryshnova, V. Yevtushenko,
M. Sukhoterina, L. Petrashko, O. Zakharkina, V. Shapoval,
T. Khlevytska, S. Filippova and others. For example,
V. Yevtushenko analysed theoretical and methodological,
as well as practical approaches to assessing social
responsibility. A. Kovalevska and N. Kusyk in their work
carried out a comprehensive analysis of methods for
assessing the effectiveness of socially responsible business
activities. O. Zateishchykova studied and systematised
approaches to assessing the social responsibility of
enterprises. Bobko L. O. and Maziar A. identified the
problems of formation and development of corporate social
responsibility in our country.

Despite numerous studies in this area, it should be noted
that the aspects of measuring corporate social responsibility
remain the subject of debate and require modern
clarifications based not only on theoretical knowledge but
also on the analysis of the practices of implementing social
responsibility by modern business structures. The above is
the purpose of this article.

Presentation of the main material. The analysis of
the proposed methods shows that, despite the variety of
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options, the common disadvantage of almost all methods
is high subjectivity and poor consideration of the interests
of stakeholders, except for the employees themselves.
In addition, most often the methodology is applicable
only to companies in a particular industry (for which it
was originally developed), and there is no possibility to
compare enterprises of different industries by the level of
social responsibility. There are no general methodological
approaches to assessing the social responsibility of a
business; there are a sufficient number of private options
applicable in this or that subjective case, in this or that
industry. Each business entity assesses the degree of its
involvement in the implementation of social responsibility
according to the most appropriate methodology, different
indicators are used, which does not allow any uniform
ranking of business participants.

However, the development of social partnership is
impossible without structuring business according to
the scale of social responsibility. Municipal and regional
authorities need to assess the effectiveness of social
participation in order to have additional leverage over
business, to get additional opportunities to attract resources
in solving social problems in the territories where they
operate. Businesses themselves are also interested in such
an assessment, as it is a prerequisite for entering the global
market and allows them to attract foreign investment.

Experts have repeatedly attempted to develop evaluation
indicators for rating business entities in terms of their social
responsibility. However, such measurements require special
research both inside and outside the enterprise, which
entails significant organisational, personnel and financial
costs and makes it difficult for a wide range of enterprises
and organisations to apply the methods.

There are three main approaches to assessing the
effectiveness of an enterprise's social policy:

1. In terms of the dynamics of social investment growth
and the development of the organisation's social policy.
The advantage of this assessment option is that it
encourages the increase in the volume of cash injections
into the social policy of the enterprise. The disadvantage is
the possibility of unjustified growth of social investments.
Their volume may not correspond to the real social needs of
the company's and the region's development.

2. Comparison with the average costs of internal and
external social investments. The evaluation of averages
simplifies the process, a norm is set, and the assessment
is reduced to an indicator above or below the norm.
Unfortunately, this approach perpetuates established
practices that may well be sub-optimal. It is not possible to
set targets to address real social development challenges.

3. Development of optimal normative indicators of
internal and external social investments and efficiency
assessment as a comparison with these indicators, which
requires identifying priority tasks of social development,
including with respect to a particular enterprise or region.

During the Soviet period of development, a methodology
was being developed, with the help of which assessment and
self-assessment on the basis of standard accounting and
reporting data, the use of simplified forms of social reporting
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and social audit for small and medium-sized businesses, as
well as sectoral methodologies for assessing investments
in the development of the social sphere are possible.
The first attempts at such developments were made back
in the 1980s by the social services of the USSR Ministry
of Defence Industry and the USSR Ministry of Oil and Gas
Construction.

The developed methodologies are based on a cross-
cutting assessment, by sector and scale, of social
investments and did not involve the introduction of complex
calculation indicators, which made it possible to compare
different companies, organisations and institutions
regardless of their type, type, scale of activity, legal form,
departmental affiliation and location. At the same time, the
comparison is based on performance indicators specific to
each business.

Based on the results of the calculations, three types of
social investment efficiency can be distinguished:

1. Resultant = R/G — the ratio of the result obtained to the
goal set (more effective is the activity that makes it possible
to achieve the desired results).

2. Economic = P/l — the ratio of results to resource inputs
(more effective is the activity that allows to obtain the result
with lower costs).

3. Expediency = G/P - the ratio of goals to real social
problems (more effective are those activities that solve real
social problems).

Thus, the effectiveness of socially responsible business
can be assessed from two perspectives:

1. For society (the amount of social costs).

2. For the business (what these expenditures give
to the business itself — achievement of greater publicity,
improvement of public opinion, growth of financial indicators,
capitalisation).

The evaluation system laid down in these methodologies
uses standard data on the company's social policy and
does not imply additional research. The scientific and
methodological task, therefore, is to identify correlations
between the volume of social investments and indicators
of the quality of life in the region of presence and the
development of social infrastructure, increasing the
investment attractiveness of a business entity.

Among modern attempts to create a unified methodology,
development is of interest. It is focused on assessing
the dynamics of business investment indicators in social
responsibility and social policy programmes, allowing to
evaluate and compare social investments and social policy
regardless of the profile and scale of companies' and
organisations' activities. The basis for such a comparison is
the distribution of points in the main areas of social policy.
The actual scores are determined in proportion to the
dynamics of these indicators over a specific time period.
The result of the assessment in this case is the sum of the
points scored.

To assess efficiency, this methodology suggests using
the following indicators:

1) the ratio of wage growth rate to the growth rate of
labour productivity for the comparable period;

2) staff turnover for the reporting period.
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Then, based on the calculated indicators, enterprises
are ranked by the level of social responsibility. On the basis
of this methodology, a system of indicators — "information
map" — has been developed, which assesses the social
responsibility of a business in four categories:

1) internal expenditures in human capital;

2) expenditures in the development of relations with
stakeholders;

3) investments in the social infrastructure of the territory
of presence;

4) image components of social responsibility (stability
of economic indicators, growth of publicity, recognition of
the company). economic performance, increased visibility,
recognition and respect).

Based on the studies [3; 5], we propose to group the
indicators of social responsibility of business into three
areas: economic, social and environmental (Table 1).

Each of the directions can be characterised through the
allocation of structural hierarchical levels from the micro-
level (the level of an individual enterprise) to the mega-
level (the global level including transnational corporations
and international commodity markets). Intermediate levels
include the macro level (the level of interaction between
institutional structures) and the meso level (industry level).
Social responsibility indicators are present at each level,
varying in relation to the scale of manifestation. Thus, if at
the mega level the requirements of the world community
for socially responsible business are discussed, then at
the micro level we will talk about the formation of a pool
of highly qualified employees or the level of impact of
negative externalities of the production activities of a
particular business entity on the population living in the

territory affected by its activities on the territory of the
spreading area.

This gradation allows us to generalise the characteristics
of socially responsible business conduct and detail them by
the range of coverage. From the author's point of view, this list
of indicators is not exhaustive and can be expanded as the
ideas of social responsibility of business are implemented,
but it includes the most significant relevant aspects of the
phenomenon under study.

In our opinion, it is necessary to introduce an aggregated
calculated indicator of social responsibility of business,
which allows to assess the level of consideration of the
interests of the territory of presence in accordance with the
paradigm of sustainable and sustainable development.

When calculating this indicator, we propose to take into
account two circumstances. Firstly, to take into account the
financial costs incurred by the firm to implement socially
responsible measures in the territory of presence within the
framework of levelling the damage inflicted on it. Secondly,
to proceed from the understanding that investments to
compensate for damage to the territory of presence should
be fairly distributed among economic entities involved in the
distribution of rent from coal mining.

As such an indicator we propose to use the coefficient of
sufficiency of investments for levelling the damage caused
to the territory of presence within the framework of social
responsibility of business.

We propose to calculate this indicator by the formula:

Ysr = (It +Nt )/ Ut, (1)
where

It — financial costs of levelling the damage caused to the
territory of presence within the framework of implementation

Table 1
Indicators of social responsibility of business
N Macro-level . Micro-level
Direction Mega-level (global) (statelregional) Mesolevel (industry) (business entity)
The growth of transnational . .
corporations. Interaction Shaping investor demand ngﬁ]llg% %ﬁo?cl) Oé géghly
Development of international | with representatives for socially responsible ﬁm act of th é) rey Utational
commodity trading markets. of the authorities. business behaviour. cor% onent on tﬁe value of
Economic Requirements of the world Legitimacy of business. | Interaction the t?u siness
community to conduct Doing business on with competitors. Opportunity to operate in the
socially responsible The world | the territory of several Taking into account at?s%n ce 0%/ ne aﬁiv e public
community's requirements for | subjects. Interaction with | the interests of key response Progu ctionp
running a socially responsible | various NGOs. stakeholders. of pualit broducts
business. quaiity p
Socio-cultural
peculiarities of the
country.
Decrease in the general Growth of prosperity of :
Social standard of living. a small number of people g)tmag(g;?oﬁcs)nsumer Ionfwgsv(':]t gtr;ftfhe welfare
Growth of social stratification. |against the background P )
of the general crisis.
general crisis of the
social sphere.
Level of negative impact
of the industry on the :
: : The level of impact
environment of the territory of negative extgrn alities
Environmental Global warming. nthﬂfar?Liﬁgr%g}i in %frugrﬁ;:ﬂgﬁ'shi between |1 the population who
Reduction of fossil resources. lonship are not employees of the
the country. the morbidity of the company but live in the area
population and the impact of its infiuence
of the industry on this ’
indicator.
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of socially responsible measures by coal mining companies
in the current calendar year in the territory of presence;

Nt — tax payments to the budget system from coal mining
enterprises in the current period of time (calendar year);

Ut — total damage caused by enterprises to the territory
of presence in the current year.

The reference value of the calculated indicator should
not be less than 0.75, as 25% of the investments on levelling
the damage caused to the territory of presence should be
made by the state, as one of the recipients of the rent from
coal mining activities. Reference value of the indicator was
formed on the basis of the response of the consulting firm
VYGON Consulting, according to which the state withdraws
25% of the cash flow, formed by coal mining enterprises.

As a result of a simple transformation of this formula, it
is possible to calculate the necessary level of investment
in levelling the damage caused to the territory of presence
within the framework of social responsibility of business,
which meets the criterion of sustainable territorial
development. This criterion is taken as a full levelling of the
damage caused to the natural and social sphere as a result
of coal mining activities

It=0.75 Ut - Nt (2)

The proposed indicator allows to determine the level of
social responsibility of business to the territory of presence
from the position of ensuring its sustainable development. In
turn, the total amount of investment from the state, region and
municipality should be at least 25% of the level of business

investment in environmental, infrastructural and social
activities as part of its social responsibility in accordance
with the criteria of sustainable territorial development.

The indicator is rather simplified, but it allows us to
determine, without lengthy mathematical calculations, to
what extent the business activity complies with the principles
of social responsibility, first of all, to the territory of presence.
to the territory of presence.

Conclusions. In general, we propose to consider that
social responsibility of business is an obligatory complex
activity of industrial enterprises aimed at achieving the goals
of sustainable development of the territories of presence,
ensuring environmental sustainability, development of
human capital, formation of global partnership to implement
the principles of sustainable development and sharing
the burden of public expenditure on social policy, with the
amount of financial participation directly depending on the
total amount of damage caused by industrial activity. the
total amount of damage caused by industrial activities. There
is a sufficient number of methods for assessing the social
responsibility of business according to different groups of
indicators and indicators developed by both domestic and
Western researchers. Each of the methodologies has its own
advantages and disadvantages. In general, the indicators
are grouped into four areas: responsibility to employees,
interaction with counterparties, social investments as a
tribute to relations with the authorities, and presentation by
companies of the results of their social activities.
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Knroc KOnisi lzopigHa, O00KmMop eKOHOMIYHUX Hayk, npogpecop, 3aeidysay kKaghedpu obriky | onodamkysaHHs,
CxidHoykpaiHCcbKul HaujoHanbHUl yHieepcumem iMeHi Bonodumupa [Jans

Hixrikoe Inna Muxadnoeud, acripaHm, CxiOHOyKpaiHCbKUl HauioHanbHul yHieepcumem imeHi Bonodumupa [ans

AOCHNI4QXEHHA METOLIB BUMIPKOBAHHS COLUIAJIbHOI BIi4MoBIOAJIbHOCTI BISBHECY B CUCTEMI
CTAJIOIrO PO3BUTKY PEIIOHY

Y cmammi dosedeHo, wio 8 cyyacHUX ymosax cmasnuli pO38UMOK Pe2ioHi8 MOXIUBUU Ha OCHO8I CMBOPEHHST | PO3BUMKY
iHcmumymie y3200XeHHs IHmepecie MiX yciMa OCHOBHUMU y4YacHUKaMU PUHKOBUX 6iOHOCUH: bi3Hecom, Oepxaeoro,
cycninbcmeom. bizHec nosuHeH y3smu Ha cebe sidrnosidanbHicmb 3a 8eMuUKy KinbKicmb Hanpsmie po3gsumky cycrinscmea,
6e3rocepedHbo 08'a3aHUX 3 (020 20CrnodapchbKo OiSIbHICMI (eKonoais, coujianbHi npospamu 6 2arnysi po3sumky
mepumopit, Nid8uULEHHS IKOCMI XUMMS 8Cb020 HAaCEJIEHHSI. OXOPOHU 300p08'S, OXOPOHU rpay, MoBULEHHS pieHs SKocmi
PI3HUX pigHig ocsimu, Kyribmypu, criopmy). AHania 0ito4ux Ha npakmuyi MexaHiamie pearizauii couianbHoi gidnogidanbHoCMi,
nposeedeHuli 8 cmammi, roka3ye, Wo Ha Cy4acHOMy emarti po3gumky couianbHo gidnogi0anbHa noeediHka bi3Hecy Mae
b6ymu 38edeHa 8 paH2 OCHOBHO20 Hanpsamy AepxasHoi nonimuku. [ns Aocs2HEHHS MOMIMUYHUX, EKOHOMIYHUX | couianbHUX
uined, wo cmosimb neped CycrifbecmeoM y HanpsmMKy 3abesnedyeHHs cmarnoz0 po38UMKY pezioHie, HeobxidHe nocnidosHe
30ilicHeHHs eenukomacwmabHux 3axo0ig 3i CMeopeHHs couianbHOI iHgbpacmpykmypu npoOMUCIO8UX PEIOHI8, OXOPOHU ma
PO3WUPEHO20 8I0MBOPEHHS NMPUPOOHUX Pecypcig, CMBOPEHHST yMog 0711 cmasoeo CcouiaribHO-eKOHOMIYHO20 PO3BUMKY.
Bug4eHo 83aemo38'si3ku couianbHoi gidrnogidanbHocmi 6i3HeCy ma cmasoeo po38UMKY, 8U3HaYeHO rpiopumemu 3 60Ky
6i3Hecy ma mepumopiti npucymHocmi. Y3azanbHeHo A0c8i0 i 3arnpornoHo8aHo MemoduyHi nidxodu 00 MakpOEKOHOMIYHOI
OUiHKU 36umKie i empam eKOHOMIKU pe2ioHy 4Yepe3 ekonoaiyHul chakmop 8i0nosidHo A0 Pi3HUX cueHapiie po3sumky.
PospobneHo meopemuyHi 3acadu couianbHoi 8idrnogidanbHocmi bi3Hecy siK cucmeMu, WO 3aKOHOMIpHO 3abesrnedye
nMidsULWEHHS coyianibHO-eKOHOMIYHO20 PO38UMKY peeioHie Ha 6a3i npuHyunie cmanozo po3sumky, HeobxidHocmi ma
docmamHocmi 0711 cmasio2o po3sUMKY mepumopii; 8U3Ha4eHo, W0 Xapakmep KOMIeHcauiliHUX 3ax00i8 3Ha4HOK MipoK
3anexums 6i0 cmpykmypu, ¢hyHKUil ma OCHOBHUX HarpsiMie peanisauii couianbHoi 8idnosidanbHocmi bisHecy. Po3pobneHo
Komriieke MmemoOuyHux nidxodie Ao couyjanbHOI OUiHKU Bi3HeCy 8 cucmemi cmasnoeo coyjiaibHO-€KOHOMIYHO20 PO3BUMKY
PE2ioHyY.

Knroyoei cnosa: couiarnbHa gidnosidansHicme, bizHec, cmanuti po38UMoK, peeioH, OUiH8aHHS, PIGEHb.
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