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ABSTRACT
A comparative analysis of the main indicators of ecological sustainability in
Ukraine and European countries has been done and the economic indicators of
nature use in Ukraine have been studied. The purpose of this article is to study the
experience and development peculiarities of corporate environmental
responsibility, as well as the implementation of better European environmental
practice in Ukrainian business. The research methodology concerns to the study of
the Environmental Sustainability Index of Ukraine and European countries, as well
as the Eco-innovations Index. The key criteria for corporate environmental
responsibility has been identified based on the analysis results and a list of factors
affecting the environmental responsibility of the enterprise has been formed. The
conceptual framework of corporate environmental responsibility in Ukraine with
application European principles and approaches for creating a favourable business

environment has been developed.
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1. INTRODUCTION

The concept of corporate environmental responsibility in the European Union has been
developed since 1970s in response to large-scale environmental problems caused by activities
of powerful corporations. The term “environmental responsibility” derives from the conceptual

framework of Corporate Social Responsibility.

Ukraine’s course towards the European integration led to reject the state paternalism
practise, understand the enterprise role as a public institution, and develop a new approach to
the efficiency assessment and enterprise performance. The environmental responsibility
functions of the enterprise have been starting to gain a great importance in increasing business

competitiveness, achieving higher productivity and profitability.

The environmental measures, environmental infrastructure and environmental
programs are used to support pro-environmental enterprise policy. Corporate environmental
responsibility (CER) contributes to the effective approaches, methods, technologies of
corporate environmental management. The transformation of public values and priorities
requires the change introduction into environmental management practice, the integration of

principles, methods and tools of environmental responsibility in the enterprise activity.

There is a need for scientific substantiation and further development of CER types and
levels caused by the growing relevance of social and corporate environmental responsibility.
In general, the environmental responsibility of a business shows its impact on the
environmental situation, and the responsibility of those who make business decisions
concerning the use of natural resources. It should be noticed that the term “environmental
responsibility” is based on a broad interpretation of “ecology” term, its identification with the

impact on the environment.

In this aspect, the environmentally friendly behaviour of a person, any social group, or
community, has been seen as its multiplier effect on the environment. This methodological
approach makes it possible to consider the environmental responsibility as a complex systemic

phenomenon, which reveals the interaction of business entities and biological systems.

Widely known is to interpret the term of “environmental responsibility” on the basis of

a related term “responsibility”. As a philosophical category, responsibility reflects the
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objective, historically specific nature of the relationship between personality, community, and
social groups from the standpoint of conscious implementation of mutual requirements and

duties.

In psychology, “responsibility” is the set of control types that are used to monitor any
person in their activity in terms of implementation of the adopted rules and regulations. The
several types of responsibility can be classified according to different criteria. Thus, according
to content, there is economic, political, legal, moral, social responsibility. By the subject there
is personal, group, and collective responsibility.

Having analysed the components of the term “environmental responsibility”, it is
should be noted that it can’t be reduced to the personal consciousness or person's activity. The
environmental consciousness refers to specific psychological factors related to individuals’
propensity to engage in pro-environmental behaviours. Environmental responsibility is based
both on the understanding and adoption of ecological interests, and the ability not to harm the
environment by human activity. The environmental responsibility of a business is to some
extent equated with a responsible citizen who follows the principle: “If I am not a part of the
solution to the problem, then I am part of this problem”. At the same time, there is an urgent
task to ensure the formation of personal and corporate environmental responsibility aimed at

the implementation of environmental initiatives.

Nowadays, the environmental responsibility is widely spreading and integrating into
business activity of large world companies, corporations and banks. At the same time, it has a
significant impact on small and medium businesses. The most influential management thinker
P. Drucker noted that an organization can’t exist in a vacuum, and therefore it is considered as

an integral part of a society that meets its needs (DRUCKER, 1993).

Therefore, an enterprise should minimize its negative impact on the environment, which

will increase its credibility in society and more fully meet public needs.
2. LITERATURE REVIEW

There is no single approach how to determine the nature of environmental
responsibility. Environmental responsibility is interpreted differently by economic thinkers and
scientists. According to classical approach, the environmental responsibility arose under
environmental law because many companies had to review their environmental policy and take
measures to reduce the negative impact of their operation on the environment in order to avoid

sanctions. According to neoclassical approach, the environmental responsibility is not only the
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result of regulatory and legal constraints, but also the moral responsibility of producers for
harming the nature (DES JARDINS, 1998).

The concept of sustainable development is derived from ideas of classical and
neoclassical approaches. It combines the restrictions set by environmental legislation and moral
obligations of business. According to this concept, the ecological responsibility ceases to be
something forced, it turns on the internal rules of business. However, we should note that the
company’s compliance with the environmental responsibility principles is conditioned not only
by ethical but also economic considerations. The theoretical framework for ecological direction
of social responsibility were the concept of "ecological modernization", “reflection risk”, “new

environmental paradigm”, “environmental marketing strategies”, etc. (KOLOT et al., 2012).

Many foreign scientists such as Kotler and Lee (2004) and Sims (2003) focus on the
values and principles of corporate social and environmental responsibility. The other authors
such as ldowu, Leal Filho (2009), Dashwood (2012) and Tulder (2008) examine the corporate
environmental responsibility in different countries of the world. The global aspects of corporate
environmental responsibility have been described by M. Hopkins (1999). A few studies analyze
the advantages and disadvantages of corporate environmental responsibility (ZADEK, 2001).

The Ukrainian scientists Kyrylyuk and Mamon (2011), Kolot and Grishnova (2012),
Aloni (2015), Baiura (2017) and Musina and Kwasha (2018) contribute to the study of

environmentally-oriented business in Ukraine.

Both foreign and scientists have contributed to the scientific ideas of social and
environmental responsibility. Des Jardins (1998) determines that the environmental
responsibility of the corporation, company, enterprise, institution, and organization combining
social aspects is able to solve the ecological issues both in the business and beyond, i.e. at the
municipal, regional, national, and global levels. In other words, it is fair business practice,
environmental protection, resource-saving technologies, health care and safe working
conditions, as well as macro-level society, aimed at achieving the highest performance and

competitiveness, and ensuring social welfare and environmental development.

With regard to the term “environmental responsibility” Fitch (1976) defined CER as
the ability of the enterprise to solve social and environmental problems; in this sense, he
emphasized the distinction between environmental problems and economic issues. Aloni’s
study (2015) considers in detail the principles of corporate social and environmental

responsibility, and analyses various forms of socio-economic responsibility of the entrepreneur
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through the concept of “serving the society”, supporting members of a particular social
community, socializing young people and people with limited physical abilities, etc. According
to the author, the environmental responsibility should first of all become a qualitative
personality trait, and then the way of doing business.

Bayura (2017) explores the corporate environmental responsibility as an instrument for
minimizing environmental impacts and improving the interaction among three major parties:
business, society and the state. The author focuses on the “responsibility to society” as a main
component of the corporate environmental responsibility and emphasizes that it consists of
providing goods and services and increasing profits, as well as a rational using of natural

resources, thereby increasing the environmentalization of manufacturing processes.

The modern models of environmental responsibility penetration into enterprise
management have been summarized and systematized in the studies of the above-mentioned
scholars. In the meantime, despite the intensification of scientific research in this field, there

are no comprehensive studies to increase the level of environmental responsibility in Ukraine.

Thus, the scientific understanding of corporate environmental responsibility in
European countries and Ukraine has conducted primarily within economics that studies the
combining of company efforts to increase profitability and efficiency with environmental
goals. Until now, even in the presence of a large volume of scientific literature on corporate
environmental responsibility and social responsibility business strategies, the way of becoming
the environmentally responsible business have not yet defined in Ukraine. In this regard, it is
relevant to study the European experience in the implementation of corporate social and

environmental responsibility.

The purpose of the article is to study the peculiarities of the EU experience concerning
the development of corporate environmental responsibility as well as the implementation of

better practices in the corporate activity of Ukrainian enterprises.
3. RESEARCH METHODOLOGY

In the classical sense, methodology is regarded as a system of methods and means of
cognition. We are convinced that methodology should be considered as a doctrine of activity
organization, i.e. purposeful activity. The implementation of corporate environmental
responsibility concept into practice is a clear expression of such activity by a whole group of

people interested in the process. In order to expand the study of theoretical meaning and the
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peculiarities of development of corporate environmental responsibility, the empirical research

was performed in the article.

Today, the European and world science has applied many indicators concerning green
manufacturing and industry as a whole. These indicators include the indices of environmental

sustainability and eco-innovation.

The Environmental Performance Index (EPI), designed by the Environmental Law and
Policy at Yale University, ranks countries’ performance on high-priority environmental issues
in two areas: (1) environmental health, which improves with economic growth and prosperity,
and (2) ecosystem vitality, which comes under strain from industrialization and expanded
economic activity. Within these two policy objectives the EPI scores national performance in
ten issue areas comprised of 24 performance indicators. EPI indicators measure country
proximity to meeting internationally established targets or, in the absence of agreed targets,

how nations compare to one another.

According to the ranking of environmental sustainability index in 2018, Ukraine took
the 109th place among 180 countries. Its ranking is lower than other European countries (figure
1).

It’s should be noted, that the developed European countries have the higher indexes of
environmental sustainability. This indicates the significant level of green manufacturing and

growing role of environmental component in the industrial development.
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Figure 1: The environmental sustainability index in Ukraine and European countries
Source: Wendling et al. (2018)

Environmental innovation is recognized as an indicator of sustainable and balanced
development in a competitive environment, and one of the tools that facilitates the introduction
of European standards in Ukrainian economic environment. International policy documents

and statistical reports, where environmental innovations are considered as the innovations that
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increase the efficient use of natural resources from an economic point of view, reduce negative
impact of human activity on the environment or improve the ecological stability in ecological
system. Implementation of environmental innovation contributes to the development and

expansion of market share for environmental goods and services.

Eco-innovation Index illustrates the eco-innovation performance across countries and
is based on 16 sub-indicators from eight contributors in five thematic areas: eco-innovation
inputs, eco-innovation activities, eco-innovation outputs, resource efficiency outcomes and
socio-economic outcomes. Graphical representation of eco-innovation index in European

countries for 2018 is shown in Figure 2.
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Figure 2: Eco-innovation Index, 2018
Source: Report of European Commission “Eco-innovation Index 2018”
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There is currently no official practice of calculating the eco-innovation index in
Ukraine. However, according by Musina and Kwasha (2018), the calculated eco-innovation
index in Ukraine indicates a decline in eco-innovation activity since 2016. This makes it
necessary to study the peculiarities of corporate environmental responsibility concept of EU
countries which are leaders in sustainability for meeting established environmental policy

goals.

Thus, we can note that under current conditions the environmental responsibility
concept contributes to the implementation of certain aspects of greening in the Ukrainian
companies’ activities through local, regional and global environmental projects and expands

their presence on the European market.

4. RESULTS AND DISCUSSION
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Environmental responsibility in Ukraine is a new type of legal responsibility; its
occurrence is prescribed by the environmental legislation for committing environmental
offenses. Responsibility in environmental law is an important component of legal support of

environmental management, environmental restoration and environmental protection facilities.

Environmental responsibility involves not only compliance with environmental
legislation, but also the responsibility of the company before present and future generations for
the environmental preservation, which manifests in environmental management, saving
production and consumption and other activities aimed at improving the environmental

situation.

In our opinion the essence of environmental responsibility deals with three main
functions: stimulative, preventive and compensatory aimed at maintaining the stable balance
of economic and environmental interests in economic activities through the prevention or
reduction of environmental losses. This approach requires a comprehensive implementation of

the environmental values in the management practice and organizational culture.

According to a survey of business executives were found that most Ukrainian
enterprises recognize only legal environmental responsibility, and many organizations follow
it for the sake of economic benefits. At the same time, every year a growing number of
companies is aware of severity of the global environmental crisis and they contribute to the

environmental preservation.

Ecological situation in Ukraine has still a negative impact both on the public health and
livelihoods of ecosystem. Bad environmental situation (increase in emissions and discharges
of pollutants into the atmosphere and water, penalties for violations in the field of
environmental protection) is also evidenced by the annual increase in the amount of

environmental tax.

The increase in the environmental tax is higher than the increase in capital and current
expenditure on environmental protection by 2.5 times (table 1). According to data presented in
the “National Environmental Policy of Ukraine until 20207, the environment in Ukraine is

polluted mainly by mining and metallurgy, chemical industry and energy sector.

Very complicated ecological situation in Ukraine requires a comprehensive
implementation of European environmental values at all levels i.e. from personal to public. We

have estimated the implementation level of environmental responsibility into management
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practices of European enterprises in order to determine the areas of environmental

responsibility for domestic companies.

In the European Union, the corporate environmental responsibility is seen as a key
factor in increasing the company competitiveness and adhering to environmental standards of
citizens and society as a whole. There is a clear understanding that the adherence to the
principles of corporate environmental responsibility is the strategic priority of every company

and the basis of its sustainable development.

Table 1: Economic indicators of Natural Resource use in Ukraine for 2014-2018, million

UAH
Characteristic Years Deviation (2018/2014)
2014 | 2015 2016 2017 | 2018 - %

Environmental tax 2087.6 | 31239 | 38765 | 45289 | 51243 | +2136.7 715
Capital expenditures on 79599 | 7675.6 | 133905 | 110255 | 100743 | +2114.4 26.6
environmental protection
Current expenditures on 13965.7 | 16915.5 | 19098.2 | 20466.4 | 24317.9 | +10352.2 74.1
environmental protectlon

Source: Report of the State Statistics Service of Ukraine

Based on an in-depth analysis of such sources as: Nigri and Baldo (2018), Cheema and
Javed (2017), Handayani, Wahyudi and Suharnomo (2017), Nlandu Mamingi (2011) and
Grabara, Bajdor and Mihaescu (2015), we found that the European model of corporate
environmental responsibility is characterized by significant state interference, in particular in
the economy, employment and the environment. Its main purpose is not profit, but responsible

attitude towards workers and society, minimization of negative impact on the environment.

Accordingly, government influences the occupational health and safety, wage level,
production volume and services, ecology, employment, and social guarantees. Another
important feature of the European model is the significant redistribution of gross domestic
product through the state budget (over 45%), which provides a powerful system of social and

environmental protection by attracting funds from public and private sources.

The leadership of the European Union countries shows an example of an
environmentally responsible approach, thereby encouraging private organizations. For
example, in the Netherlands, it is determined that two percent of all goods purchased by
government agencies and enterprises should be environmentally friendly, which encourages
private enterprises to invest in this area. It should be noted that in each country of the European

Union there are features of corporate environmental responsible, therefore we can distinguish

608

three types of the European model.
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The first type (traditional) includes Austria, Germany, and France. The main feature of
this European model of corporate environmental responsibility is the significant state
regulation of environmental relations for certain autonomy of entrepreneurs and trade unions.
The second type includes Belgium, Norway, and Sweden. These countries are characterized by
the active state participation in regulating environmental relations. The third type of the model

is typical of the UK (it combines some parts of American and continental models).

According by Kolot and Grishnova (2012) one of the most common approaches
defining the corporate environmental responsibility in Europe is an approach based on three
criteria, namely: compliance with environmental commitments, efficient energy and raw

material management, and stakeholder involvement (table 2).

Thus, the environmentally friendly company operates in such a way, that it does not
directly or indirectly aggravate the environment, does not cause direct or indirect damage to
the country economy, consumers, population and personnel. The corporate environmental
responsibility should ensure the high rates of expanded reproduction and production, economic
growth and welfare, as well as the environmental improvement and protection. Based on a
survey of top-managers of industrial enterprises in different regions of Ukraine, it was found
that the environmental responsibility of the enterprise is influenced by numerous external and

internal factors (figure 3).

Table 2: Criteria for corporate environmental responsibility

Criteria Features of corporate environmental responsibility

— The company vision is fully consistent with the concept of sustainable
development and the concept of social responsibility;

— the company’s strategic priorities are to protect and restore the natural
environment;

Compliance with — awareness of the fact that the economic system operates within an ecosystem that
environmental is limited;
commitments — the company adheres to and acts in accordance with the requirements of

environmental legislation;

— the company is fully responsible for the damage that has been caused to the
environment;

— a corporate culture based on environmental values is encouraged.

— The effective use of natural resources;
— creation and use of renewable energy;
— the company is guided by a system approach to management;
Resource — the company tries to minimize carbon dioxide emissions (if it is related to its
management activities);
— there is a constant analysis of environmental achievements and the search for new
environmental solutions;

— the company continuously analyzes environmental costs and benefits.
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— The company informs local communities and authorities about the environmental
consequences of its activities;

— the company is responsible to the community and other stakeholders for its current
and future activities, as well as for actions committed in the past;
Stakeholder — the company takes into consideration the stakeholder’s thoughts and wishes
involvement concerning development and projects implementation;

— the company’s activity is transparent, including information on its impact on the
environment;

— the company constantly analyzes and regularly reports on its environmental

impact.

External (exogenous) factors are those factors influencing the enterprise activity in the
field of ecology, and determined by the state and characteristics of the environment in which
the enterprise operates. This factors act beyond the company, but direct or indirect contribute

to making managerial decisions and change inside the organization.

Internal (endogenous) factors are factors influencing the enterprise activity in the field
of ecology that are occurred inside the business and these generally under control of the

enterprise.

‘ Factors influencing the corporate environmental responsibility ‘

| Exogenous (external) — — Endogenous (internal) ]
factors factors
Resources provision of a The enterprise technology
particular region development
The use of raw materials,
Climatic features and components
Transformation of water Energy costs of
resources and biosystem manufacturing

Environmental pollution Environmentally friendly

products

Natural and man-made Volumes of production
disasters waste and emissions

_l Other exogenous factors

Observance of the safety
rules and safe practices by
the staff

—‘ Other endogenous factors I»

Figure 3: Factors influencing the corporate environmental responsibility

Thus, a comprehensive assessment of environmental factors and its impact on the
enterprise activity is a basis for the formation of its environmental responsibility. Being an
environmentally-friendly enterprise is possible if there is a constant counteraction to internal

and external threats affecting its activities in the field of ecology.

Each enterprise must have an individual mechanism of nature conservation that takes
into account the company size, the sphere of its activity, and the corporate culture. However,

the most measures (in the field of corporate environmental responsibility) to minimize the
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negative impact of company’s activity on the environment are unified.

Consequently, the research results show that nowadays there is a need to introduce a
better European practice of corporate environmental responsibility in Ukraine. The schematic
representation of CER model is shown in figure 4.

Advisory bodies and environmental initiatives of the European Union:
- The European Council
- European Investment Bank provides credit and investments for the environmental
projects
- The European Commission published a Green Paper "Promoting a European framework
for corporate social responsihility”
- EU Multi-Stakeholder Forum on ERE is founded in order to promote the environmental
initiatives of business
- Environmental Management and Audit (EMAS) is developed by the European
Commission for companies and other arganizations to evaluate, report, and improve their
environmental performance

Institutional
support

Consultations Trainings

Introduction of European environmental responsibility principles in Ukrainian business

Internal environmental responsibility:
- Compliance with environmental
legislation
- Implementation of environmental
innavations
- Modernization and upgrading of
equipment
- Introduction of European environmental
regulations
- Production of environmentally friendly
goods
- Increasing the manufacturing greening
- Autormation of manufacturing processes
- Transparency of environmental activities
and availahility of reporting information

External environmental responsibility
- Building relationships with husiness
partners, suppliers and customers based
on compliance with European
environmental standards

- Pramoting environmental protection at
local level

- Interaction with local communities and
local authorities in order to implement
the environmental projects

- Reducing environmental risks of the
company's activity

- Conducting enlightenment aimed at
developing the environmentally
conscious society

- Formation of "environmental awareness"

- Enviranmentally responsible
of entrepreneurs and employees

investrment

Key results:
- Development of environmentally responsible business in Ukraine according to
European standards
- Change in husiness approaches: from "consumer society” to "environmentally
conscious society”
- Formation of new entrepreneurs generation who will understand the importance of
environmental component in the manufacturing processes
- Intraduction of the hest European environmental practice in the Ukrainian business
- The efficient environmental development of Ukrainian businesses, building the
partnership relations with European companies

Figure 4: A model for implementing European experience in the development of
environmentally responsible business in Ukraine

An effective strategy for supporting corporate environmental responsibility is designed
to advise, inform and create a favorable institutional environment for the development,

implementation of management experience and cooperation with European countries in the

011

application of environmentally friendly technologies and efficient use of resources.
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The lack of appropriate legal framework and standards today, the opaque energy pricing
and tariff policy, inefficient governmental interference in the business environment, and the
lack of information on environmental business opportunities based on experience of European
countries can hamper the implementation of corporate social and environmental responsibility

in the Ukrainian enterprise activity.
5. CONCLUSIONS AND RECOMMENDATIONS

Thus, the main priority measures aimed at implementation of the European experience

and development of Ukrainian environmentally friendly business model should include:

e the information support of European countries in implementing measures of greening

business;

e the introduction of European scale of ecological indicators for environmental

development of enterprises and regions;

e the trainings for managers and Ukrainian business owners in order to create the

environmental awareness and implement the European experience;

o the dissemination of information on corporate environmental responsibility, its benefits

and the need for society;

o the formation of investment funds and attraction of local budget funds for co-financing
of environmental projects, implemented by private companies with the financial and

informational support of the European Union;

e the governmental support by providing tax privileges and creating incentives for

entrepreneurs who have invested in the environmental projects;

¢ the introduction of mandatory environmental reporting at national level necessary for
companies to quote stocks on the stock exchanges, participate in public tenders, and

obtain licenses and others.

The implementation of European corporate environmental responsibility experience
should be seen as a key factor in increasing the competitiveness of Ukrainian enterprises and
rising living standards of citizens and society as a whole. A key result of this implementation
should be a clear understanding that the use of the environmental responsibility principles is a

strategic priority for each company and the foundation for sustainable development.
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