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Introduction

During recent decades, the tendency for busi-
ness participation in social programs greatly
increased in the whole world and it appears in dif-
ferent forms. Large corporations are engaged in
corporate social responsibility, small and medium
enterprises contribute directly to funding social
initiatives, employment of disabled, homeless,
etc. The distinction of models for mutual activi-
ties between business and social programs, their
typology and analysis proved to be important steps
towards the introduction of public policy instru-
ments for influence this partnership development.
Many countries have already used social partner-
ship for solving social problems and, building
economic and social public policy, they provide
incentives for its development. In Ukraine, facing
social problems rising and lack of public authori-
ties’ activities to resolve them, the issue of attract-
ing businesses for social programs implementa-
tion appears.

The level of the problem’s research

World and Ukrainian science mainly deal with
social entrepreneurship, however, there is no com-
mon approach to the essence of this category.
Ukrainian economists did not conduct deep and
systemic research in this field, just review arti-
cles occur. Foreign economists, who write about
the interaction between the traditional business
component and social programs, rely on such con-
cepts as «social entrepreneurship», «social inno-
vations», «hybrid organizations». There often
take place descriptions of the models that have a
dichotomy. They primarily include forms of «pri-
vate» and «public» enterprises cooperation. Thus,
L. Prefontaine, G. Bollecker, T. Nobre include
in these business models public-private partner-
ships and the outsourcing of government func-
tions. Such scientists as J.G. Dees, A. Ben-Ner,
R. Dart, B.E. Landsberg, D.R. Young, A. Hoffman,
K. Badiane, N. Haigh have limited their discus-
sions of social enterprise to the field of non-profit
management. In this case, dichotomy occurs
between creation and redistribution of economic
value. One of the most entrenched social dichot-
omies in the writings of R. Ramirez, L. Ple,
X. Lecoq, J. Angot, M.E. Porter and M.R. Kramer
— that of market participants being either consum-
ers or producers (including intermediaries) — is
breaking down as value co-creation allows con-
sumers to participate in the production of their
goods [1, p. 40]. Thus, the public authorities in

various countries base on the concept, which meets
their economic realities in the best way.

Statement of the problem

In order to maximize social result of business
and social programs, affirmed by authorities,
mutual activities, there is a necessity of methods
and instruments of public governance and regula-
tion governmental implementation. This causes an
extreme importance of social partnership results
and its priorities at national and municipal levels
investigations and, consequently, working out of
suggestions in order to implement them in gov-
ernment policy.

Unsolved aspects of the general problem

For the moment, Ukraine needs to create national
social partnership fundamentals and consideration
its potential in social policy. There is a necessity of
strict classification and differentiation, concerning
types and methods, of mutual activities of business
together with agents, responsible for social prob-
lems implementation and socially impressionable
population groups’ representatives. That is why the
introduction in the article of the term “social part-
nership” is determining.

The goal of this article is to explain social
partnership development principles in Ukraine
and to suggest instruments of their public gover-
nance based on the analysis of their implementa-
tion results in international practice.

This research provided the execution of the fol-
lowing tasks: classification of social partnership
models determining together with their functioning
particularities analysis, methods and instruments
of participation of business in social programs
classification and differentiation, social partner-
ship, as a component of social policy development
fundamentals.

Presentation of the basic material

For a long time the existence of organizations
with commercial or social purposes was based on
the assumption concerning independence between
revenues and the social value creation. Accord-
ingly, the necessity of business activities income
creation could not significantly affect the improve-
ment of social welfare. Most organizations, seek-
ing to obtain social program and to receive com-
mercial profit at the same time, had implemented a
differentiated strategy. Nowadays we can be based
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on the assumption that the vectors of social values and commercial revenue creation are not only oppo-
site, but in some cases intensify each other.

A researcher K. Alter offers to apply the classification by type of social program and business activity
integration for organizations that use business activities for social problems solving. The term «social
programy identifies a system characterized by focus on solving particular social problem, with certain
covered contingent, financial and organizational resources provision. The results of social programs
mainly improve the level and quality of certain groups’ life [3, p.70]. Based on these criteria, three
models of interaction can be identified (Figure 1).

Social Social ,
program program Business
Buzmess
Business
=] H=1 j, 55 |

Fig. 1. Classification models of social partnership
Source: composed by the author by K. Alter [2, p.18]

Model 1, external — social partnership, in which
economic activities of the entity are not directly
related to social programs, but part of their income
is directed to the implementation.

Model 2, integrated — social partnership, in
which economic activities of the entity are based
on the interaction with social program.

Model 3, embedded — social partnership in
which the economic activities of the entity are
implemented in the framework of social program.

The main features of the model Nel are com-
mercialized business focus and the absence of
the direct connection between the main business
activities of the company and the social pro-
gram for which it allocates funds. Cooperation
based on this principle is carried out in differ-
ent forms, which can be seen in the example of
«Adidas». Funding of social programs can take
place directly from the company’s profits or
by establishing charity funds. Thus, the Adidas
Fund drives positive social changes by support-
ing organizations that connect children through
sport programs. Additionally, forms of the model
Nel represent products, which are sold to vul-
nerable groups at the cost value or are provided
free, realization of additional activities (e.g. train-
ings, courses) within social program by company
staff, sponsorship of social projects. «Reebok
International» is the sponsor of the «Avon Walk»

action, aimed at overcoming breast cancer, «Adi-
das» exchange program facilitates the sharing of
NGO’s knowledge and opportunities in the field
of sport; there are some projects, such as clean-
ing beaches, collecting shoes etc., in which Adi-
das employees take part as volunteers [4].

Common characteristics of companies, that
deal at the model Ne 2, are: income from the
production and sale of goods and services, that
allows to cover the production costs (however,
these enterprises can also raise grant funds); sat-
isfaction of the disadvantaged groups’ needs
through direct use of their representatives in pro-
duction or by selling them products (usually at
a lower than market price). The main difference
between the model Ne 1 and Ne 2 is that the enter-
prise in Ne 2 uses social resources in its busi-
ness. Some enterprises may create social results
by doing their business activities without having
direct contact with groups that receive benefits
from it (e.g., companies that recycle waste or pro-
duce clean energy). European business arranged
in growing mushrooms on coffee waste, works
within this model. «Chido’s mushrooms» [5] is
a social business in Berlin. Usage of raw mate-
rial from coffee waste allows the German busi-
ness to solve the problem of recycling and defor-
estation. In addition, it provides profits from the
sale of mushrooms to restaurants.
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All traditional businesses more or less dem-
onstrate the social result as the useful result of any
economic activity, which is reflected in the cre-
ation of conditions to meet basic social needs and
goals of society. Companies that operate within the
social partnership models create social benefits for
such population groups or in such circumstances
in which traditional companies are not interested
to work.

Concerning the model Ne 3 we can achieve the
functioning of social enterprises engaged in the
activities within social programs. A strong network
of either funding or otherwise contributing to their
joint work and partnerships is the basis for their
activities. The main activity of the companies in
this model is manufacturing of social goods and
services for target groups (e.g. microfinance of
the low income population). And in this case it is
the only non-profit. Costs of charity funds, gov-
ernments, NGOs and private contributions usu-
ally are the sources of income for such enterprises.

«The Institute for One World Health» [6], the
first nonprofit pharmaceutical company in the US,
which had adapted entrepreneurial business model
for delivering of drugs to the poorest population
groups in developing countries proves the exam-
ple of this model. They reformed the whole chain
of medicines delivery, which before seemed to be
unprofitable. The company’s activities can not be
called «business» in the Ukrainian classic sense of
the word, because the company is not engaged in
selling drugs. It has no income from the business,
thereby has no profit and loss. It has only reve-
nues and expenses. Thus, «The Institute for One
World Health» is a social enterprise, but it cannot
be called «social entrepreneurship» in Ukrainian.
According to the most common definition, a social
enterprise is an organization or initiative that mar-
ries the social mission of a non-profit or govern-
ment program with the market-driven approach of
a business [7].

The classification scheme proposed by K. Alter
[2] can have ambiguous interpretation due to dif-
ferences in the translation of the word «business».
In English, it is possible to distinguish two main
meanings: 1. An activity that someone is engaged
in, Ukrainian synonym — «activities»; 2. Commer-
cial activity [8]. It is difficult to identify which
meaning the researcher referred to using that word.
If the second meaning was used, the existence of
such a model is not possible, and at the same time
the term «social entrepreneurshipy is not possible
to use altogether. The terms «entrepreneurship»
and «business» are the synonymous in Ukraine.

And the word «businessy is treated as such, which
necessarily means commercial activity [9, p.29;
10, p.103]. That is why business can not be social.

An alternative term, named «social partner-
ship», is proposed. This means a wide range of
methods and tools of business interaction included
in the social programs, or with socially vulnerable
and dependent groups and institutions based on the
implementation of the mission, goals and motiva-
tion of businesses to participate in such programs.

In Ukraine the system of relations in social
and labor sphere aimed at reconciliation and pro-
tection of employees’ and employers’ interests is
called social partnership [11, p.457]. However,
employees and employers have no partnership but
already agreed economic activity and its results in
their relations achieved by the so-called in West-
ern literature, «social dialogue». As the partner-
ship means mutually beneficial activities, the term
«social partnership» corresponds to the nature of
interaction models described above.

It should also be noted that hybrid forms may
arise between the model Ne2 and Ne3.

K Alter’s suggests a range of different social
enterprises as well as larger groups, «hybrid»
organizations, classifications. It depends on the
selected criteria and points of view. The main
criteria that allows her to consider organization
«hybrid» is a special mix of revenue (for-profit
activities) and non-profit activities (non-profit
activities). K. Alter separates companies within
the group depending on the motive, accountability
and use of income. The main criteria of «hybrid»
group are a special mix of for-profit and non-profit
activities. K. Alter organizes the companies in
this group by degree of activity as it relates to: 1)
motive, 2) accountability, and 3) use of income.

It is clear, that this classification is not correct.
Clear criteria for hybridism nature and appropri-
ateness of its use must be determined for ade-
quate organizations differentiation. It is proposed
to differentiate the organization based on the cri-
teria discussed above - the degree of integration
of social program and business activity. Thus, a
source of income is more important than the ways
of using it. Consequently, hybrid enterprise is,
that combines features of the second and third
models — specifically, the coincidence of busi-
ness framework with the influence on social pro-
gram and use of income from activities for its
realization. An example is a zoo in Bangkok, that
began production of high quality handmade paper
and its products from elephant manure [2, p.17].
Thereby it can be seen that their work is based
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on the interaction with social program (zoo cleaning, manure removal) and sale of products made
from it generated income. Revenues are allocated for the implementation of social mission — fund-
ing of the Zoo development and the development of animal protection organizations. In this case,
neither socially responsible business nor companies that practice social responsibility as «responsi-
bility for their public benefit for all people and organizations» [11, p.54], nor non-profit organiza-
tions that have profitable activity will be hybrid organizations. Their business activity was not cre-
ated for the implementation of social programs. For example, membership fees, sale of publications
or products, advisory services, etc. can be a source of income for the NGOs, however, such activity
does not involve the business approach and is not a form of enterprise.

CHARACTERISTICS OF THE SOCIAL PARTNERSHIP HYBRID ORGANIZATIONS PRINCIPLES [2, C. 14] Table 1

TRADITION- NONPROFIT WITH
INCOME GENER-

ATING ACTIVITIES

CORPORATION
PRACTICING SOCIAL
RESPONSIBILITY

SOCIAL ENTER-
PRISE

SOCIALLY RESPON-
SIBLE BUSINESS

TRADITIONAL
FOR-PROFIT

AL NON-
PROFIT

- + Mission Motive
« Stakeholder Accountability
+ Income reinvested in social programs or

- Profit-making Motive -
« Shareholder Accountability
« Profit redistributed to shareholders

operational costs

Fund activities aimed at achievement of eco-
nomic and social results also may be described
by the social partnership models. It is possi-
ble to determine, which model describes funds
activities, based on the sources of funding. For
example, «Acumen Fund, Inc.» invests in orga-
nizations creation that produce social goods and
services. It works within the model Ne 2, because
it has both commercial and non-commercial
activities. The sources of funding for the Foun-
dations usually are: private donations, free pro-
vided services, investment income, interest, div-
idends and income from investments connected
with social program. Funds that works within
the model Ne 3 are established only as a non-
profit, for instance, Elena Pinchuk ANTIAIDS
Foundation.

In many countries, the development of social
partnership is hampered by a number of barri-
ers, caused by not adapted of maintaining social
programs enterprises legal frameworks and tax
law, problems in rising of financial resources
and access to markets existence, lack of under-
standing by agents involved in partnership, key
economic and social benefits of such business.
So, such enterprises’ particularities, prove that
implementation of social programs is not adapted
for them. Therefore, an important task for gov-
ernments is to arrange such business environ-
ment that will encourage business for partici-
pation in social programs (the model Ne 1 and
Ne 2). Social partnership popularization among
public administrators, business representatives,
social enterprises’ special legal forms and the

status of non-profit organizations, financial
resources accumulation for enterprises in the dif-
ferent models are the key approaches to stimu-
late development. Accumulation of resources in
the model Ne 2 is possible by creating investment
funds and other mutual funding schemes that pro-
vide funds for social projects. Charities, cooper-
ating by grant programs, etc. may help to raise
the funds for the model Ne 3. Jeun’ESS initiative
is an example of policy for the social partnership
development. It was launched in France in June
2011 as a public-private partnership between
a number of ministries and six enterprises and
foundations from the social economy sector. It
is based on three pillars: 1) the promotion of the
social economy among young people, particu-
larly through the education system; 2) initiatives
for young people in the social economy; and 3)
the integration of young people in the enterprises
of the social economy [12].

The EU funds had played a key role in the
development of social partnership in Poland
in 2007-13, in particular, «The Human Capital
Operational Programme», «The Operational Pro-
gramme Fund for Civic Initiatives», which cre-
ated start-up grants for entrepreneurs setting up
social cooperatives and other non-financial sup-
port specifically aimed at social economy ini-
tiatives [12].

Governments strongly encourage invest-
ments in socially important business projects.
In the UK, for example, companies that deal
with socially useful activity can get Community
Investment Tax Relief. This measure initiated to
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encourage investment in socially disadvantaged
areas. Up to 5% of the amount invested annu-
ally deducted from taxable income for up to 5
years [13].

The European Commission adopted the
«Social Business Initiative» in 2011, with the aim
of social partnership development. The Social
Business Initiative set up a financial instrument
of 90 million euros to improve social businesses’
access to funding, introduced an investment pri-
ority for social enterprises in the regulations
ERDF (European Regional Development Fund)
and ESF (European Social Fund), as proposed in
the regulatory package on the Structural Funds
2014-2020, simplified the implementation of
rules concerning state aid to social and local ser-
vices that would directly benefit a number of
social businesses [14].

Ukrainian experience of social partnership is
not as rich as the experience of European coun-
tries or the US, but every year a number of busi-
ness initiatives that aimed at solving of social
problems is increasing. Social partnership in
Ukraine is represented in different models forms.
For example, there are few number of small and
medium-sized that operate within the model of
«hybrid» by employing socially vulnerable peo-
ple: enterprise «Vygoday» (Zhitomir), «Zlagoda»
(Kramatorsk), Fund «The Way Home» (Odessa),
social bakery «Horikhovyi Dim» [15]. However,
the value added created by them in Ukraine is
less than 1% of GDP.

Large national companies and branches of for-
eign multinational corporations implement social
programs within the model Nel. Thus, « DTEK»
holding company uses various forms of social
support, including financial, for those who are in
difficult situations. However, the strategic prior-
ity for company is to support social projects and
programs of local governments. The « DTEK»
is forming relationships with local communi-
ties, involving local authorities and inhabitants
in development of social programs and evalua-
tion of their effectiveness. «kDTEK» enterprises
have their Social Partnership Declaration [16].

Large enterprises, especially of heavy indus-
try, make a big emphasis on social programs for
those regions, where they place the plants. Some
companies implement social projects by provid-
ing free goods or services. Ukrainian postal ser-
vice «Nova Poshta» gives volunteer organiza-
tions and initiative groups an opportunity to
send and receive humanitarian cargoes free of
charge in any branch of the company. More than

44 thousand parcels with a total weight of more
than 7 thousand tones have been sent for the first
year [17].

An analysis of the current situation shows that
the model Nel in the form of social responsibil-
ity is most widespread. Despite the advantages,
it has a significant weakness. Business, which
directs a part of profits on social projects or pro-
grams in the form of charity often does so due
to commercial interests (for example, to increase
the population or the government loyalty).Social
activity of the companies that allocate finan-
cial resources and have no responsibility for its
usage does not lead to sustainable cooperation
and durable connection between partners.

The model Ne 3 demonstrates the best social
interaction. But «embedded» model do not raise
the interest of agents that effect the funding of its
activities. Accordingly, these agents do not have
a confidence in the results of social projects and
do not have ability to formulate expectations.

Dependence on external resources makes
this model less stable in the case of the need
to change strategy, makes long-term planning
impossible. In Ukraine, these drawbacks are even
more notable due to the lack of appropriate tra-
ditions and level of society development. It is
too early to talk about such enterprises managing
development. However, it’s time to think about
creating the conditions for such development.

A range of programs, concerning peoples’
social providing and living level increasing in
Ukraine realizes the Ministry of Social Policy.
There is not foreseen private business partici-
pation within social partnership for social ini-
tiatives fulfillment in state programs for the
moment. The Law of Ukraine «About state social
standards and state social guarantees» also does
not foresee such participation.

Encouraging private business into mutual
activity, government might not only reduce
weight of institutions, realizing social functions,
but also achieve more efficient result in social
programs implementation. For example, one
of main directions in Ministry of Social Policy
activities is disabled social, working and profes-
sional rehabilitation. Among instruments, central
government is implementing for tasks solution
in this direction, the most typical and wide-
spread is pension’s payments. But social policy
arranged within such principles, can not cause
long run social effect: firstly, money allowances
do not stimulate disabled to develop and look for
professional rehabilitation ways; secondly, the
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economy looses a part of labor force and bud-
get funds. The described model Ne 2, just a busi-
ness, which might use labor of disabled, provid-
ing them with adequate conditions for socializing
and professional realization together with sal-
ary, could be the base of policy, aimed at peo-
ple with restricted opportunities social provid-
ing. Its social and economic effects are proven
by worlds’ experience [18].

Social partnership development in Ukraine
governance has to be based on personal inter-
est searching between key mutual activity agents
— business and sociality. Their interest is based
on activity results maximization and, speaking
about their encouragement into mutual activity
it is necessary to peak attention at development
potential, which may increase all partners. But,
the force of that interest (together with strength
of such relations) varies in different models. In
the first one the interest of business is no direct
and weak. The search for such interest in the
third one is hard to distinguish because of con-
stant problem of external resources bringing in
existence. Only the second model gives business
an opportunity to receive additional profits, con-
ducting direct interest in mutual activity within
the social program. The most prospective in mod-
ern conditions of Ukraine’s social and economic
development is the second model, which func-
tioning allows all social partners to gain. After
achievement of both first models functioning sat-
isfactory state the special attention may be paid
to third one development.

Thus, in Ukraine enterprises and businessmen
may include in expenditures eleemosynary pay-
ments to nonprofit organizations not more than
4% of gross profit for the previous year [19]. In
other countries, such as the USA and Europe,
it is allowed to finance charity up to 10% from
gross profit (in Latvia even up to 20%) [20]. That
is why an incensement of this share gives more
opportunities for social partnership development.
But, under Ukrainian circumstances we have to
guarantee the target funds allocation, because
it’s extremely large share without adequate con-
trol may cause fictitious charity increase and tax
payments deviation. For those means the legis-
lation used to set a target or privileged charity
funding recipients in the world practice. Usually
they are institutions, financing from central or
local budgets, together with charity funds. That
is why it is worthwhile to increase maximal level
of such payments up to 10-15% together with
its simultaneous control of funding more then
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modern 4% level in order to achieve social part-
nership development in Ukraine priorities. That
one level is explained by average nominal prof-
itability in Ukrainian economy. After changes
to Ukrainian Tax Code in 2014 the limit of 4%
of gross income was eliminated for eleemosy-
nary payments for antiterrorist operation [21].
All enterprises without any limits may include
in gross expenditures eleemosynary payments for
needs of antiterrorist operation, Armed Forces of
Ukraine, National Guard, National Safety Ser-
vice, State Border Service, Internal Affairs Min-
istry and other institutions, financed for State
budget.

The Ukrainian Tax Code does not provide for
any other cases of expenditures level for char-
ity, which may be included in enterprise gross
expenditures. They have no opportunity to priv-
ileged payments as a share of gross profit. But
such practice is introduced in many other coun-
tries. For example, Armenia allows to fund char-
ity up to 0,25% of gross income, France and Ger-
many up to 0,5%, Serbia up to 5% [20].

An opportunity to exclude from revenues
social programs funding encourage social part-
nership. According to this we can increase the
social effect from enterprises participation in
social programs by means of public regulation
and governance.

A lot of enterprises, functioning within the
model Ne2 are rather efficient. But all of them
meet with a problem of starting resources allo-
cation at the first stage. This problem may be
solved by investment in socially oriented busi-
ness recourses of private pension funds. Thus, it
is possible to suggest private pension funds send-
ing for business projects realization, included in
social programs activities. They may be: creation
of enterprises for socially not protected popu-
lation engagement, wastes processing business,
alternative energy sources processing, and proj-
ects linked with food security, healthy fees and
SO on.

It is important to formulate social partnership
interest among youth. For example, it is possible
to suggest for main faculties students taking part
in analysis and discussion of cases, concerning
business participation in social programs. Their
solving, taking into consideration foreign experi-
ence together with Ukrainian ones may give stu-
dents understanding of social partnership models
principles understand key differences between
conditions of social business development in
Ukraine and abroad, together with forecasting
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of possible domestic social partnership devel-
opment ways.

Conclusions

Foreign experience may demonstrate the effec-
tiveness of social partnership in social problems
solutions. By means of inclusion of private busi-
ness into implementation of social programs, gov-
ernments may avoid general power overvaluation,
which are responsible for specific social functions,
more operative and persistently react at local prob-
lems of population, develop spheres and regions,
remaining unprofitable for traditional business.
For the moment, public governance institutions
in Ukraine do not evaluate social partnership
opportunities within those models of social policy
implementation and economic policy as a whole.
That is why fundamental tasks for the government
we can state are next: firstly, social policy imple-
mentation principles overview and to arrange it

according to the economically developed countries
trends, which ensure implementation of private
business component for social programs imple-
mentation; secondly, to search for governmen-
tal policy, which may increase social partnership
potential and to direct it to main tasks of social
sphere solutions. In modern economic conditions
according to formulated in our mentality reasons,
the most prospective is the model Ne 2, giving an
opportunity to private business to receive income
within the framework of social problem solution.
Its stimulation may cause issues for other social
policy models development.

That is why further developments, concerning
relations between government institutions, busi-
ness and socially dependent population parts is
needed to be based on social programs effective-
ness, in order to conduct different instruments of
public governance concerning forecasting their
value for Ukraine.
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