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Abstract. The relevance of the study was driven by the importance of effective corporate governance for the implementation
of corporate social responsibility, which is critical for ensuring business sustainability in the context of globalization
and adaptation to European standards. How effectively companies implement management practices determines their
ability to respond to social challenges and maintain investor confidence. The purpose of the study was to investigate the
key aspects of the impact of corporate governance and shareholder capital structure on corporate social responsibility
in the Western Balkans, including Kosovo, given the special challenges of transition economies and international
support. The research methodology included a quantitative empirical analysis based on a structured survey among
companies in various sectors of the Kosovo economy, which allowed assessing governance practices and corporate social
responsibility. In addition, econometric methods were used to identify the impact of board independence and capital
concentration on corporate social responsibility. The main results of the study indicated a significant positive impact
of board independence on companies’ social investments, in particular, due to increased management transparency
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and reduced risks of corruption. It was found that companies with a distributed shareholding structure tend to engage
in long-term social projects, while companies with high ownership concentration are more likely to focus on short-
term initiatives. International partners, including the European Bank for Reconstruction and Development and the
International Finance Corporation, play a pivotal role in ensuring transparent management standards, supporting
Kosovo's integration into the global economic system. The study also showed that banks and energy companies in
Kosovo are actively implementing environmental standards as an integral part of their corporate social responsibility
strategies. The findings confirm the importance of balanced corporate governance and international support for the

long-term sustainability of companies in the region

Keywords: social investment; sustainable development; long-term projects; independent directors; investors; business

strategies

Introduction

Corporate governance and shareholder capital structure
are key factors that determine not only the financial sus-
tainability of companies, but also their ability to respond
to social challenges. In the context of globalization at the
beginning of the 21* century, these factors have become in-
creasingly important as society, investors, and governments
have begun to demand greater transparency and social
responsibility from businesses. Effective governance and
rational allocation of shareholder capital affect the ability
of companies to achieve long-term goals, maintain social
stability and meet stakeholder expectations. These issues
are particularly relevant for countries in transition, par-
ticularly in the Western Balkans, where weak institutions
and limited access to resources have a significant impact
on business development. In the countries of this region,
including Kosovo, the problems of corporate governance
and ownership structure have become even more impor-
tant after the conflict of the late 1990s. The need to adapt to
European standards and restore social and economic sta-
bility has increased the importance of socially responsible
business strategies. In this environment, companies with
balanced management structures and rational capital allo-
cation had a better chance of success (Kyfyak et al., 2024).

Corporate governance and shareholder capital struc-
ture are closely linked to corporate social responsibility
(CSR). Many companies face challenges due to a lack of
governance transparency and high levels of capital con-
centration. Large companies, especially those with one or
more dominant shareholders, are often focused on short-
term financial gains, which makes CSR implementation
difficult (Yatsiv et al., 2024). In the Western Balkans, these
challenges are exacerbated by underdeveloped institutional
frameworks and political instability. Board independence
and a balanced ownership structure are crucial factors for
improving corporate governance and facilitating CSR im-
plementation. Companies with more independent boards
demonstrate higher levels of transparency and accountabil-
ity, which allows them to better respond to social needs. At
the same time, a high level of ownership concentration lim-
its the ability to take into account the interests of minority
shareholders and other stakeholders, which reduces the ef-
fectiveness of long-term social programmes and initiatives
(Ponomarenko et al., 2014).
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Over the past decade, several significant studies have
been conducted on the interrelationship between cor-
porate governance, shareholder capital structure and
corporate social responsibility. For example, M. Ktit &
B.A. Khalaf (2024) investigated the relationship between
corporate governance, CSR and dividends in the European
context, noting that more distributed ownership structures
promote transparency and take into account the interests of
awide range of stakeholders. Their study showed that trans-
parency and accountability in companies reduce the risk of
conflicts between shareholders and stakeholders. N. Levkov
& N. Palamidovska-Sterjadovska (2019) studied CSR com-
munication in the banking industry in the Western Balkans,
emphasizing the importance of transparency and account-
ability in corporate governance. They note that almost half
of the banks in the region do not disclose information about
their social responsibility on their websites, which indicates
the need for increased transparency and accountability.

E. Elezaj et al. (2019) analysed the impact of CSR on
the public interest in Kosovo, noting that companies with a
dispersed ownership structure are more likely to engage in
social initiatives. The study showed that CSR implementa-
tion helps to improve the image of companies and increase
public trust, which is critical for post-conflict societies.
L. Jetullahu (2020) proposed a new model for improving
the financial performance of large enterprises through the
implementation of CSR in Kosovo. The author argued that
the integration of socially responsible practices can be a
key factor in increasing the competitiveness and sustaina-
bility of business in an unstable economy. L.O. Cezarino et
al. (2022) examined the opportunities and challenges of in-
tegrating sustainability into CSR in emerging markets, em-
phasizing the role of corporate governance. They note that
companies in developing countries face unique challenges
in implementing sustainable practices, including limited
access to resources and insufficient government support.
E Tafolli & S. Grabner-Krauter (2020) investigated employ-
ees’ perceptions of CSR and organizational corruption in
Kosovo, finding that board independence contributes to a
reduction in corruption. They highlight that transparent
and accountable governance structures can increase em-
ployee trust and reduce the likelihood of unethical behav-
iour in organizations.
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T. Dinh et al. (2022) conducted a review of corporate
sustainability reporting in Europe, emphasizing the im-
portance of transparency in governance. They found that
companies with more transparent reporting practices have
a higher level of trust from investors and other stakehold-
ers, which contributes to their long-term success. G.K. Ari-
yo (2023) analysed the best practices of corporate govern-
ance and CSR, noting that a balanced ownership structure
promotes the social responsibility of companies. The au-
thor emphasizes that companies with a more diversified
ownership structure are more likely to implement socially
responsible initiatives, as they take into account the inter-
ests of a wider range of stakeholders.

Despite some progress in the study of the impact of cor-
porate governance and ownership structure on corporate
social responsibility (CSR), the Western Balkans region,
and Kosovo in particular, remains under-researched. Most
previous studies have focused on developed countries such
as the US, UK, Germany and Japan, while the impact of
these factors in transition economies remains unexplored.
This study aimed to identify the main factors influencing
socially responsible decision-making in the Western Bal-
kans, particularly in Kosovo, and to assess how corporate
governance and shareholder capital structure affect the de-
velopment of CSR in the region. The objectives of the study
were also to:

1. Assessing the impact of board independence on
companies’ socially responsible decision-making.

2. Investigating how shareholder concentration affects
companies’ investments in social and environmental initi-
atives.

3. Identifying the key regional features of corporate
governance in the Western Balkans that contribute to the
development of corporate social responsibility.

Materials and Methods

This study is a quantitative empirical analysis aimed at ex-
amining the impact of corporate governance and corpo-
rate social responsibility in the Western Balkans, including
Kosovo. The timeframe of the study covers the period from
2010 to 2023, which allows us to assess the dynamics of
changes in corporate behaviour after the implementation
of key reforms in the region. This timeframe was chosen
to analyse the long-term effects of adaptation to European
standards of transparency and responsibility.

The data for this study was collected through a struc-
tured survey that covered companies in various sectors
of the Kosovo economy, including banking, energy, tele-
communications, logistics, and retail. The sample consist-
ed of 150 companies, of which 60% were SMEs and 40%
were large companies with international investments. The
survey included leading companies such as ProCredit
Bank (2024), Raiffeisen Bank Kosovo (2024), Kosovo Ener-
gy Corporation (KEC) (2024), Post and Telecom of Kosovo
(PTK) (2024) and Telekom Srbija (2024). In addition to the
survey, additional data were obtained from the companies’
annual reports, official publications of international organ-
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izations such as the European Bank for Reconstruction and
Development (EBRD), the International Finance Corpo-
ration (IFC) (Rappai, 2024), the World Bank (2022), the
United Nations Development Programme (2023) and open
sources on their official websites.

A number of econometric methods were used to an-
alyse the collected data. The main method used was de-
scriptive statistical analysis, which allowed us to identify
general trends and estimate average values in the context
of CSR for different sectors of the economy. This method
helped to identify basic patterns of corporate social re-
sponsibility, in particular among enterprises with foreign
investments compared to local companies. Additionally,
correlation analysis was applied to identify links between
corporate governance structure (factors such as board
independence) and the level of social investment. This
method allowed us to assess the extent to which the imple-
mentation of governance transparency principles is related
to the responsibility of companies in social and environ-
mental issues. Regression analysis was also used to assess
the statistical significance of the impact of independent
variables, such as shareholder concentration and the level
of transparency of management decisions, on the level of
corporate social responsibility.

The interpretation of the results was based on a com-
parison with previous studies in the field of corporate
governance and CSR, in particular, specific factors char-
acteristic of the Western Balkans were taken into account.
The interpretation of the results also included an analy-
sis of regional challenges, such as political instability, low
level of institutional development and the impact of Eu-
ropean integration on companies’ management strategies.
Comparison of the results with global trends allowed us to
draw conclusions about the unique features of corporate
governance in Kosovo.

Results

The impact of board independence on the level of corpo-
rate social responsibility
Board independence is one of the key conditions for ef-
fective implementation of corporate social responsibility
(CSR). The radical difference between companies with in-
dependent boards and those dominated by large sharehold-
ers or top management is the level of accountability and
transparency that independent directors provide. When
a board of directors is composed of independent mem-
bers who have no direct financial or personal interest in
the company’s business, they can make more objective and
impartial decisions. Independent directors act as “outside
observers”, which allows them to avoid conflicts of interest
and focus on the company’s long-term goals, such as social
and environmental standards, rather than just profit maxi-
mization. Their role is especially important when a compa-
ny is trying to meet the interests of not only shareholders
but also a wide range of stakeholders.

One of the most visible impacts of board independence
is the promotion of increased investment in social projects.
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According to a study, companies with more than 30%
independent directors invested on average 30% more in
CSR than companies with less independent boards (Fig. 1).
This is because independent directors are less susceptible to
the influence of shareholders and top managers focused on

short-term financial gains and are able to make decisions
that take into account the interests of communities and so-
cial needs. In this way, they strike a balance between the
company’s economic and social goals, contributing to the
achievement of sustainable development.
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Figure 1. The non-linear impact of board independence on the growth of social investment

Source: created by the authors

The regression analysis conducted as part of the study
also showed that a 10% increase in the share of independent
directors correlates with a 15% increase in spending on so-
cial projects. However, this relationship is non-linear, as the
maximum effect is achieved when the share of independ-
ent directors is between 30% and 50%. This means that at a
certain point, an increase in board independence does not
lead to a proportional increase in social investment. The
importance of achieving the optimal level of independence
underlines the need for a careful approach to the formation
of boards of directors to promote CSR.

Independent boards also have a direct impact on a
company’s overall CSR strategy, particularly with regard
to environmental initiatives. Many energy companies with
independent directors on their boards have seen more am-
bitious targets for reducing carbon emissions and using re-
newable energy sources (Chang et al., 2023). Such projects
allow companies not only to gain reputational benefits, but
also to achieve long-term savings by reducing energy costs.
It also serves as an example of how independent directors
with diverse industry expertise can help companies imple-
ment innovative approaches to addressing social and envi-
ronmental challenges. Independent directors also play an
important role in ensuring accountability and transparen-
cy of companies. They control expenditures on social pro-
grammes and promote the implementation of clear CSR
reporting mechanisms. According to a study by M.C. Pu-
cheta-Martinez & I. Gallego-Alvarez (2018), companies
with independent boards of directors demonstrate higher
levels of transparency in their social project reports, which
increases the trust of investors and international partners.
Transparency in reports allows stakeholders to better un-
derstand how financial resources are used for social and
environmental initiatives, which has a positive impact on
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the company’s reputation (Kryukova et al., 2023).

Another aspect of the impact of board independence
is the involvement of various social programmes that take
into account the needs of the community. Studies have
shown that companies with a high level of board independ-
ence are more likely to initiate programmes in the areas of
healthcare, education, equality, and the environment. This
is due to the fact that independent directors have more di-
verse experience and expertise, which allows them to de-
velop social initiatives aimed at addressing pressing social
issues. Such initiatives improve the company’s interaction
with the community and build trust in its activities. An-
other important role of independent directors is to mitigate
corporate reputational risks. Companies that implement
transparent and responsible social strategies under the su-
pervision of independent directors reduce the risk of dam-
age to their reputation in the event of social or environmen-
tal crises (Lagotyuk, 2023). Independent directors ensure
that the company’s actions comply with international CSR
standards, which also helps to attract foreign investors and
partners focused on sustainability and business transparen-
cy. It is also important that independent boards of directors
increase the competitiveness of companies in the interna-
tional market. Companies with independent boards are
better able to meet global standards of social responsibility,
which allows them to attract more international partners
and investors (Nicolas-Salas & Lorente, 2024). The study
confirmed that companies with independent boards re-
ceived more international investment due to their transpar-
ent CSR policies, which in turn improved their reputation
and integration into global markets.

Board independence is a critical condition for the ef-
fective implementation of corporate social responsibility.
It ensures accountability, transparency, and the ability to
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make decisions that take into account the interests of not
only shareholders but also wider social groups. Compa-
nies with independent boards of directors not only allocate
more funds to social initiatives, but also do so more effec-
tively and strategically. The impact of independence on the
level of CSR is obvious and contributes to the long-term
social and environmental sustainability of the business.

The impact of shareholder concentration on companies’
social investments

Shareholder concentration is one of the most important
factors influencing companies’ decisions on social invest-
ment and CSR implementation. Companies with a high
concentration of capital, where the majority of shares are
held by a few investors, often tend to focus on short-term
financial gains and pay less attention to long-term social
initiatives. This is because large shareholders often prior-
itize short-term profit growth and may not always consider
social spending to be worthwhile. On the contrary, compa-
nies with a more distributed ownership structure are more
likely to invest in CSR as they seek to satisfy a wider range
of stakeholders.

Research shows that companies with a major share-
holder owning more than 60% of the shares typically have
35% less CSR investment than companies with a major
shareholder of around 20-40%. This difference is signifi-
cant, as it indicates that excessive concentration of capital

creates barriers to effective CSR implementation. The con-
centration of shares in the hands of one or more sharehold-
ers can lead to the fact that the interests of a small group of
investors begin to dominate the overall goals of the com-
pany. This, in turn, limits opportunities for social invest-
ment, as priority is given to quick financial results (Zahid et
al., 2023). On the other hand, companies with a distributed
shareholding structure often show more interest in social
initiatives. Such companies have a wide range of stake-
holders, including smaller investors, the public and other
stakeholders who value social responsibility and long-term
development. This creates motivation for the company to
implement social projects, which has a positive impact on
the company’s reputation and its interaction with the com-
munity. Distributed ownership also helps to reduce pres-
sure from large shareholders, allowing companies to make
more balanced and long-term CSR investments.
According to the regression analysis conducted as
part of this study, companies with a capital concentration
level of 20-40% are most likely to demonstrate the highest
level of social activity (Fig. 2). The correlation coefficient
between the level of share dispersion and the number of so-
cial projects showed a value of 0.65, indicating a significant
relationship between these indicators. Companies with
a moderate level of capital concentration not only invest
more in social programmes, but also more often implement
initiatives that meet international CSR standards.
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Figure 2. Impact of capital concentration on CSR investments

Source: created by the authors

Ownership concentration also affects the type of so-
cial initiatives implemented by a company. For example,
companies with a high level of capital concentration tend
to limit their social initiatives to short-term charitable pro-
jects that do not require significant investments or long-
term commitments. In contrast, companies with a more
dispersed shareholder structure initiate long-term projects
in education, healthcare, and the environment. This is due
to the fact that smaller shareholders are usually more fo-
cused on sustainable development and support for local
communities, which contributes to the company’s social
responsibility (Ponomarenko & Pysarchuk, 2024). Another
important aspect is the impact of capital concentration on
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CSR transparency and accountability. Companies with a
distributed shareholder structure are more likely to publish
detailed reports on their social initiatives and environmen-
tal responsibility, as this allows them to maintain the trust
of multiple stakeholders. Such transparency has a positive
impact on the company’s reputation, as the public and in-
vestors can see the real results of social projects. In contrast,
companies with a high level of concentration of ownership
may have less detailed CSR reporting, which can negatively
affect the level of public trust.

Companies with a low level of shareholder concen-
tration demonstrate a higher level of transparency in CSR
issues, which increases the level of trust from consumers
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and investors (Andreu-Guerrero & Rienda-Garcia, 2023).
For such companies, social responsibility becomes an im-
portant element of their strategy, helping them to attract
international partners and investors focused on sustain-
able development. This, in turn, has a positive impact on
the company’s financial performance, making it attractive
to long-term investors. In contrast, companies with a ma-
jor shareholder’s share of more than 60% are dominated
by short-term projects that can provide quick returns but
have limited social impact. This is due to the fact that large
shareholders are usually focused on increasing shareholder
value and receiving dividends in the short term. Such pro-
jects include charity events and sponsorship programmes,
which, although they help to enhance the company’s image,
do not provide a sustainable impact on society and long-
term social benefits.

The analysis showed that capital concentration affects
the approach to environmental initiatives. Companies with
a low level of ownership concentration are more likely to
implement projects related to waste recycling, carbon emis-
sions reduction and the use of renewable energy sources
(Dovgal et al., 2024). These companies are more focused on
environmental sustainability and sustainable development,
as their stakeholders include a wide range of stakeholders
who support environmentally responsible business. Com-
panies with a high concentration of ownership are less like-
ly to initiate environmental projects, as such initiatives usu-
ally require significant investments and do not bring quick
financial returns. In summary, the level of shareholder con-
centration is an important factor that determines a compa-
ny’s approach to corporate social responsibility. Companies
with a distributed ownership structure are more likely to
implement social and environmental initiatives that pro-
mote sustainable development and a positive impact on the
community. In contrast, companies with a high concentra-
tion of ownership are usually limited to short-term projects
focused on quick gains.

Regional peculiarities of corporate governance and their
impact on CSR in the Western Balkans

Corporate governance in the Western Balkans has unique
features that have been shaped by the post-socialist legacy
and adaptation to modern European standards. The econ-

omies of the region, including Kosovo, have moved from a
centralized to a market-based model of governance, which
has become a particular challenge for local companies.
Since the early 1990s, the integration of Western principles
of transparency and accountability has been actively sup-
ported by international organizations and the European
Union, which promote the implementation of good gov-
ernance standards necessary to attract foreign investment.
The region has seen a gradual increase in attention to cor-
porate social responsibility (CSR) as an important element
of sustainable development.

After the 2000s, the countries of the Western Balkans,
including Kosovo, stepped up their efforts to integrate into
the European economic system by implementing reforms
aimed at transitioning from centrally controlled to market
economies. One of the key mechanisms of adaptation was
the adoption of Western standards of transparency and ac-
countability, which is a prerequisite for attracting foreign
investment. In the case of Kosovo, programmes supported
by the EU and other international organizations aimed at
creating an effective institutional framework played a sig-
nificant role in this process. For example, the EU’s Western
Balkans Programme helps the region’s states implement
regulatory and administrative reforms that meet EU acces-
sion criteria, particularly in terms of corporate governance
and financial transparency.

Kosovo, one of the youngest independent states in
Europe, faces particular challenges in the area of corpo-
rate governance. Since gaining independence in 2008, the
country has embarked on a process of establishing new
institutions, and economic reconstruction has become
a national policy priority. The international community,
including organizations such as the European Bank for
Reconstruction and Development (EBRD), United States
Agency for International Development (USAID) and the
World Bank (2022), has been actively supporting Kosovo
with financial and technical assistance for private sector de-
velopment. These programmes promote transparent prac-
tices and corporate governance, and lay the groundwork
for CSR as an integral part of business. In the period from
2010 to 2023, there was a gradual evolution of corporate
behaviour in the area of corporate social responsibility and
governance transparency in Kosovo (Table 1).

Table 1. Dynamics of changes in corporate behaviour in Kosovo (2010-2023)

Period Key changes in corporate behaviour

2010-2012

Start of CSR implementation in the context of economic recovery after the crisis and support from international
organizations. Limited access to investment, low level of transparency.

2013-2015

Increased focus on board independence and transparency of reporting. Some companies are starting to implement
their first social projects with the support of donors.

2016-2018

Intensification of environmental initiatives and implementation of ESG standards in large enterprises (energy,
banks). Increased transparency in reports due to the requirements of international partners.

2019-2021

Expanding corporate social responsibility to include regional initiatives aimed at education and healthcare.
Companies with a distributed ownership structure are more likely to invest in long-term social projects.

2022-2023

Integrating more comprehensive ESG strategies; focusing on environmental sustainability and attracting foreign
capital through compliance with European standards. Increased support for local communities and social initiatives.

Source: created by the authors
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At the beginning of the analysed period, companies
demonstrated limited transparency in their corporate
processes and were characterized by a low level of insti-
tutional development. This situation contributed to a pre-
dominant focus on short-term financial results without
due attention to social or environmental initiatives. The
high level of shareholder concentration resulted in the
minimization of minority shareholders’ interests, which
limited opportunities for social investments. Starting in
2013, as support from international organizations such
as the European Bank for Reconstruction and Develop-
ment (EBRD) and the International Finance Corporation
(IFC) (Rappai, 2024) grew, companies began to pay more
attention to board independence. This has helped to in-
crease accountability and ensure that decisions are made
in favour of social initiatives. Initiatives that supported
transparency and responsibility in corporate governance
received more support among companies with different
shareholder structures.

In 2016-2018, some industries, including energy and
banking, began to actively implement environmental stand-
ards, including emissions reduction and energy efficiency,
as part of their ESG strategies. These initiatives have been
supported by international financial institutions, which has
contributed to the integration of sustainability principles
and increased transparency in reporting. Companies with
a distributed ownership structure were more likely to in-
vest in long-term social projects aimed at supporting local
communities and addressing environmental issues, which
helped to establish a new level of interaction with local
stakeholders. Since 2019, there has been an expansion of
CSR strategies focused on supporting local communities,
health and education initiatives, and inclusive practices.
More and more companies in the region have integrated
approaches to corporate social responsibility with a focus
on long-term sustainability. By the end of the study period,
in 2023, most of the region’s large companies had adapted
to European ESG standards, which helped to attract foreign
investment and maintain stable development in a challeng-
ing political and economic environment.

Kosovo's largest state-owned companies, such as
Kosovo Energy Corporation (KEC) (2024) and Post and
Telecom of Kosovo (PTK) (2024), are a particular exam-
ple of positive changes in governance. Thanks to technical
and financial assistance from international donors, these
companies have begun to integrate corporate governance
standards and implement an accountability system. In co-
operation with the EBRD, KEC and PTK are striving to
meet high standards of transparency, which is a prereq-
uisite for sustainable development and long-term invest-
ment. This approach is gradually changing the overall lev-
el of trust in the public sector and promoting CSR in the
country. Kosovo receives significant support for the devel-
opment of transparency in governance from international
organizations such as the EBRD, IFC and the World Bank
(2022). One of the key programmes is the EBRD’s Sup-
porting SME Growth initiative, which facilitates access to
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financial and advisory services for small and medium-sized
enterprises, helping them to adapt to international stand-
ards. In the energy sector, the EBRD has an Energy Efficien-
cy Investment Programme aimed at attracting investment
to modernize energy infrastructure. These programmes
not only improve management standards, but also create
an environment for socially responsible practices, increas-
ing accountability. International organizations play an im-
portant role in the development of corporate governance in
Kosovo, creating an environment for transparent business
processes. Programmes implemented by the EBRD, IFC
and the World Bank are aimed at supporting governance
reforms and ensuring proper accountability. For example,
the IFC provides advice and financial support to small and
medium-sized businesses, enabling them to adapt to inter-
national standards and establish responsible corporate gov-
ernance mechanisms. Such efforts encourage companies to
implement CSR strategies, especially in the environmental
and social spheres.

The involvement of international partners contributes
to the implementation of environmental, social and gov-
ernance (ESG) standards in Kosovo. With the support of
the EU4Environment programme, the EU is funding pro-
jects aimed at decarbonization, sustainable waste manage-
ment and the development of environmental infrastruc-
ture. Kosovo, like other countries in the Western Balkans,
is striving to meet European ESG standards, which is
becoming the basis for long-term investments (Lazaj et
al., 2024). For example, EU-supported energy efficiency
projects are helping large enterprises reduce emissions,
cutting costs and improving environmental performance.
In the area of CSR, EU support also provides training for
local entrepreneurs, guiding them towards socially re-
sponsible investments.

An important element of corporate governance in
Kosovo is the maintenance of environmental, social and
governance (ESG) standards with the help of international
partners. These standards form the basis for long-term in-
vestment in sustainable development, which is particular-
ly important for attracting foreign capital. The European
Union and other international donors have allocated sig-
nificant funds for the implementation of ESG standards,
helping Kosovo to achieve European standards in the field
of sustainable development and social responsibility. This
funding is directed to projects such as reducing emissions
in the industrial sector, improving energy efficiency, sus-
tainable waste management and supporting local entrepre-
neurs in implementing environmental practices. Such ini-
tiatives not only contribute to the country’s environmental
and social development, but also increase its attractiveness
to international investors who value companies’ compli-
ance with international ESG standards. According to the
Giving Kosovo (2023), the corporate sector was an impor-
tant factor in the Kosovo philanthropic ecosystem. From
2018 to 2022, companies donated more than EUR 3.4 mil-
lion to the common good and sustainable development of
the country (Fig. 3).
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Figure 3. Trend in donations by corporate companies in Kosovo
Source: created by the authors based on Giving Kosovo (2023)

Grants and investments from the EU play an impor-
tant role in supporting local businesses in their CSR efforts.
These resources are used to implement social and environ-
mental initiatives, as well as to strengthen the institution-
al structures necessary for sustainable development. The
EU supports training and professional development pro-
grammes for local professionals, which contributes to the
transfer of best practices and the improvement of corporate
governance in Kosovo. Political changes in the country also
have a significant impact on the ability of businesses to im-
plement long-term CSR projects.

The unstable political environment forces companies to
reassess their investments and CSR strategies, which in the
long run affects their sustainability. As a result, companies
in Kosovo need to maintain flexibility in their strategies to
adapt to the ever-changing environment. The development
of independent boards of directors is an important element
of corporate governance in Kosovo, which allows for great-
er transparency and accountability. The introduction of
independent boards is a prerequisite for many companies
seeking to meet international standards, which increases
the level of trust in them by investors and the public. This
approach also helps to create effective management struc-
tures that can meet the challenges of the modern market.
Frequent changes in political policies create additional
risks for the implementation of long-term corporate social
responsibility projects, especially for state-owned enter-
prises. In such an environment, international partners such
as USAID and the World Bank (2022) recommend that
companies maintain flexibility in their CSR strategies to
quickly adapt to political changes. These recommendations
are important as they help to avoid interruptions in social
and environmental programmes. The Kosovo Chamber of
Commerce and Industry is a key platform for promoting
transparency among SMEs. The Chamber of Commerce
and Industry provides advice to local businesses with the
support of international experts, which helps to expand
CSR practices and improve corporate culture.

The implementation of CSR and corporate govern-
ance in different sectors of the Kosovo economy has its
own specifics. The banking sector in Kosovo is a lead-
er in modern corporate governance and CSR practices.
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ProCredit Bank (2024), for example, is actively implement-
ing environmentally responsible initiatives, including the
introduction of “Green Loans” (ECO loans), which are
loan products designed for investments in energy efficien-
cy and other environmentally friendly initiatives. Similarly,
Raiffeisen Bank Kosovo (2024) has relevant financing pro-
grammes for companies that wish to comply with the EU
Taxonomy and contribute to a positive impact on the envi-
ronment and social environment. This not only increases
confidence in the banking system, but also sets an exam-
ple for other companies in the region. The banking sector
demonstrates a high level of accountability and transpar-
ency aimed at building trust in financial institutions. The
energy sector is focusing on environmental initiatives,
including decarbonization and infrastructure moderniza-
tion (Murtezaj et al., 2024). Kosovo Energy Corporation
(KEC) (2024), with the support of the EBRD, is implement-
ing infrastructure modernization projects aimed at reduc-
ing CO, emissions as part of its long-term ESG strategy
to ensure sustainable development. In 2024, the company
launched the Energy for Equality project, an initiative to
empower women in the energy sector in Kosovo, which
aims to increase educational opportunities and provide
technical assistance and grants to employers in this area.
The company also launched the Greening for the Future
project, where former coal mines will be redeveloped and
a public park created (Kosovo - project..., 2020). Informa-
tion technology is rapidly developing, offering opportuni-
ties for digitalisation and innovation. In agriculture, corpo-
rate social responsibility is gaining importance through the
introduction of sustainable production methods. Support
for local farmers and the development of organic farming
are key to ensuring food security and supporting rural ar-
eas. It also contributes to the development of local com-
munities by creating stable socio-economic structures.
The logistics sector in Kosovo is also gradually adopting
the principles of sustainable development, in particular
through the optimization of transport routes. Local compa-
nies are increasingly turning to environmentally responsi-
ble solutions, which helps to reduce operating costs and in-
crease efficiency. Foreign investors, such as Deutsche Post
and DHL, are attracted to the country, and international
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standards are being introduced in logistics operations. This
helps to increase the industry’s competitiveness while sup-
porting sustainable development.

Kosovo's telecoms industry is focused on supporting
inclusivity and cybersecurity, attracting investment from
major international players. Groups such as Telekom Sr-
bija (2024) are implementing the latest technologies, fa-
cilitating the availability of services for different social
groups. These companies are also actively developing so-
cial initiatives aimed at improving digital skills and pro-
viding access to the Internet in rural areas. This increases
the level of inclusiveness and digital literacy, contributing
to the development of modern society. The healthcare and
pharmaceutical industry in Kosovo is demonstrating a
growing level of corporate responsibility. Local pharma-
ceutical companies and medical institutions are actively
implementing quality standards and supporting social
programmes to improve access to healthcare services.
With the support of international donors, they are also
implementing occupational health and safety and disease
prevention programmes, which contribute to the im-
provement of the population’s health. This has a positive
impact on the quality of life and develops the healthcare
system. The retail sector in Kosovo is also focusing on
implementing corporate social responsibility standards,
supporting local producers and promoting sustainable
consumption. Some large retail chains are integrating in-
itiatives to reduce waste and reduce their environmental
footprint. In addition, companies in the retail sector are
focusing on social programmes, including support for ed-
ucational and cultural projects, which enhances their rep-
utation and strengthens their ties with local communities.
Overall, Kosovo has demonstrated significant progress
in corporate governance and CSR thanks to the active
support of international partners and the efforts of local
companies. Despite existing challenges, especially those
related to political instability, Kosovo is moving towards
setting standards of transparency, accountability and
sustainable development. The implementation of good
governance practices and socially responsible strategies
is an important element of Kosovo’s integration into the
international economic space, which also contributes to
its attractiveness to investors.

Discussion

The study confirms that board independence and share-
holder concentration have a significant impact on the level
of corporate social responsibility (CSR) in the Western Bal-
kans. In particular, the results show that companies with
independent boards of directors have more opportunities
for strategic social investments, while highly concentrat-
ed ownership structures often limit these initiatives. This
is consistent with the findings of J. Harford et al. (2007),
who noted that independent boards promote accountabil-
ity, creating better conditions for sustainable development.
D.A. Carter et al. (2003) also emphasized that diversified
boards can more effectively influence the achievement of
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long-term goals of the company.

International experience, in particular in the Europe-
an context, demonstrates the additional benefits of board
independence in supporting socially responsible initia-
tives (Kalyuzhna et al., 2024). For example, G. Michelon et
al. (2019) studied how social movements and activists can
influence CSR disclosure in European companies, confirm-
ing the importance of transparency in building stakeholder
trust. This is in line with findings that highlight that inde-
pendent boards contribute to the development of socially
responsible corporate policies, especially in emerging re-
gions. The study by S. Setyaningsih et al. (2024) indicated
that independence in decision-making promotes transpar-
ency and increases public trust. The study notes that small
businesses often face additional challenges due to limited
resources to implement transparent practices. This con-
firms the findings that companies with independent boards
of directors are better able to integrate CSR principles, al-
though they need external support to effectively implement
strategies in volatile markets. Paper C.G. Ntim & T. Soo-
baroyen (2013) pointed to a decrease in conflicts between
shareholders and stakeholders in companies with transpar-
ent corporate governance practices. Their results confirm
that independent boards of directors help to avoid conflicts
of interest, which contributes to the sustainable develop-
ment of companies. However, in the Western Balkans, po-
litical and economic instability may affect the effectiveness
of this approach.

The study by I. Khan et al. (2022) emphasized the im-
portance of sustainability management, which positively
affects companies’ environmental, social and governance
performance. This confirms that the independence of
boards in the Western Balkans can stimulate environmen-
tally and socially responsible projects, although the imple-
mentation of such initiatives depends on the support of
international partners such as the EBRD. Another study
conducted by A. Shaukat et al. (2015) proved that board
diversity has a positive impact on a company’s CSR strate-
gy. They emphasize that companies that focus on board di-
versity and independence have better transparency scores,
which contributes to sustainable development. These find-
ings confirm that independent boards are an important
factor in achieving the socially responsible goals of com-
panies in emerging markets. M.C. Pucheta-Martinez &
L. Gallego-Alvarez (2018) emphasized that independent
directors on company boards significantly affect the disclo-
sure of information on social initiatives and environmental
standards. These findings confirm that independence and
transparency in corporate governance are key conditions
for effective CSR integration, which is consistent with the
findings of this study.

T. Nawaz (2017) and I. Kartallozi & V. Xhemajli (2017)
investigated the impact of human capital and corporate gov-
ernance on the performance of Islamic banks, finding that
effective governance promotes social investment. The au-
thor points out that investments in human capital and good
corporate governance mechanisms have a positive impact
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on the market value of banks, especially after the financial
crisis. The findings are consistent with this study that ap-
propriate investments have a positive impact on the over-
all performance and efficiency of companies. I. Ibrahim et
al. (2023) investigated the relationship between CSR, finan-
cial performance and innovation processes within corpora-
tions. They found that companies that are actively engaged
in CSR often achieve strong financial performance through
innovation. The results of this study support the conclu-
sion that transparency and independence of boards of di-
rectors create favourable conditions for innovation, which
in turn stimulates financial development and sustainability
of companies. However, the results are particularly rele-
vant to emerging markets, where the lack of institutional
development may create obstacles to the implementation
of innovative practices. G. Dallas & D. Pitt-Watson (2016)
emphasized the positive impact of board transparency and
independence on investor and public confidence. Their
study confirms the importance of increased transparency
for long-term performance, which is particularly relevant
in the context of the Western Balkans. A study by S. Bou-
baker & D.K. Nguyen (2014) also demonstrated that cor-
porate governance in European markets is positively cor-
related with the involvement of independent boards of
directors, which contributes to increased transparency and
sustainability of companies.

Study I. Garcia-Sanchez & E. Garcia-Meca (2018) high-
lighted those talented managers in companies with effec-
tive corporate governance mechanisms achieve significant-
ly better results, including through increased efficiency of
CSR investments. These findings confirm that transparency
and independence on boards of directors allow for better
planning of social and environmental initiatives, especially
in regions with unstable economies where a focus on long-
term sustainability is a necessity. M.H. Shahrour (2024),
who studied current trends in corporate governance, draws
attention to the importance of board independence in
achieving ESG goals in a global context. Its findings sup-
port the idea that transparency and accountability are key
to implementing long-term socially responsible strategies.
This is in line with our findings, where governance trans-
parency in Western Balkan companies showed a significant
positive impact on social initiatives, despite some regional
challenges. In a study by K.K. Rao & C. Tilt (2020), while
focusing on Australia, also emphasizes the importance of
board composition in CSR decision-making. Their analy-
sis shows that the gender and professional composition of
the board influences social responsibility strategies, which
is useful for the European context. Similar conclusions can
be drawn for the Western Balkans, where gender diversity
and board independence can help to adapt CSR strategies
to local needs. The work of P. Velte (2019), who presented
a meta-analysis, highlighted that board composition has a
direct impact on the level of transparency of CSR report-
ing in European companies. This confirms that board in-
dependence contributes to a transparent and accountable
approach to social initiatives, which is especially important
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in the context of companies in transition economies in the
Western Balkans.

Summarizing the findings and comparing them with
international studies shows that independent boards of di-
rectors are universally important for effective CSR imple-
mentation in different regional contexts. However, for the
Western Balkans, with its specific economic and political
conditions, the importance of transparency in governance
is particularly important. Independent boards help com-
panies to implement socially responsible strategies, even
in the face of economic obstacles and political instability.
Thus, the results of the study confirm that board independ-
ence and corporate governance transparency are crucial
factors for the development of CSR in the Western Balkans.
Further initiatives, such as attracting support from interna-
tional organizations such as the EBRD and IFC, could help
to increase the level of transparency and responsibility in
corporate governance in the region.

Conclusions

The study demonstrated that board independence plays a
key role in increasing the level of corporate social respon-
sibility in companies in Kosovo and the Western Balkans.
Companies with more than 30% of independent directors
invested an average of 30% more in social projects com-
pared to companies with a lower proportion of independ-
ent board members. The analysis also showed that a 10%
increase in the proportion of independent directors cor-
related with a 15% increase in investment in social initi-
atives. In particular, in the energy sector, companies with
independent boards of directors have set targets to reduce
emissions and improve energy efliciency, which indicates
increased environmental responsibility. Companies with
a distributed ownership structure, where no single share-
holder owned more than 40% of the capital, were more like-
ly to make long-term social investments, spending on aver-
age 25% more than companies with a high concentration of
shareholder capital. The region also saw a gradual increase
in the integration of ESG standards, especially in the bank-
ing and energy sectors, which led to the implementation of
decarbonization and renewable energy projects.

A special emphasis is placed on the impact of govern-
ance transparency in the unstable political environment of
Kosovo. Frequent political changes pose additional chal-
lenges for companies, forcing them to adapt their CSR
strategies to the changing environment. In such an environ-
ment, attracting the support of international partners such
as the EBRD and the World Bank is critical for long-term
investment. Kosovo has demonstrated that state-owned en-
terprises working with international donors, such as KEC
and PTK, have been able to improve their reputation and
support sustainable development. Banking institutions,
such as ProCredit Bank, also play an important role in the
development of CSR in the region, demonstrating a high
level of accountability and active social engagement.

The development of independent boards of directors
allows companies in Kosovo to better manage risks and
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respond to the challenges of a transitional economy. It is
also important to develop environmentally oriented in-
itiatives, such as KEC’, that support sustainable devel-
opment and modernization. Further implementation of
transparent management practices, combined with adap-
tation to international ESG standards, will help attract for-
eign capital and increase the competitiveness of Kosovo's

innovation and foreign capital attraction, as well as to in-
vestigate the long-term impact of international ESG stand-
ards on sustainable development in transition economies.
Such an approach could contribute to a deeper under-
standing of effective governance strategies for the Western
Balkans region and help companies better integrate into
the European business environment.

companies internationally. The introduction of structured

governance in logistics, pharmaceutical, and telecommu- Acknowledgements
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AHoTauifl. AKTYaJIbHICTb JOCTIIP)KeHHS 3yMOBJIEHa Ba>KIMBICTIO e()eKTMBHOrO KOPIOPAaTMBHOIO YIPABIiHHA I
peasnisaiii KOpIIOpaTMBHOI COLiabHOI BifjITOBi/JaNbHOCTI, KA € KPUTUYHO BaXXIMBOIO isl 3a0e3redeHHs CTiiKoCTi
6i3Hecy B yMOBax I7106ai3alii Ta aganranii o €BpOIeChbKIX CTaHAapTiB. Bif Toro, Hackinbku eeKTMBHO KOMIaHii
BIIPOBAJKYIOTh YIIPAB/IiHCHKI IPAKTUKY, 3a/IEXKUTh IXHA 34aTHICTh pearyBaTy Ha COLlia/IbHi BUK/IMKY Ta IiJTPUMYBaTU
noBipy iHBecTOpiB. MeTo foCTiI)KeHHA 6yno BUBYEHHS K/IIOYOBMX ACIIEKTIB BIUIMBY KOPIOPATUBHOIO YIIPaB/IiHHA
Ta CTPYKTYpM aKLiOHEPHOTO KaIliTaay Ha KOPIOPATMBHY COLiaIbHY BifOBifanbHICTh y KpaiHax 3axigHux bankan,
BKIoyaruy Kocoso, 3 oray Ha 0co6/IMBI BUK/IMKY IIepeXifHIX eKOHOMIK Ta MDXHapOIHY MigTpUMKY. MeTomooris
JBOCIIIPKEHHs BK/II0Yala KiJIbKICHUII €MIIIpMYHMII aHajli3 Ha OCHOBI CTPYKTYpPOBAaHOIO ONMUTYBAaHHA KOMIIAHIN Y
pisHUX cekTOpax eKoHOMiKM KocoBa, 1110 JO3BOMNIO OLiHUTY NMPAaKTUKM YIpPaBIiHHA Ta KOPIOPATUBHOI COIlia/bHOI
BigmosiganbHOCTi. KpiM Toro, 6ynyu BUKOpUCTaHI eKOHOMeTPUYHI METOAM M1 BU3HAYCHHA BIUIVBY He3aJIeXHOCTI
paay AMpeKTOpiB Ta KOHIIEHTpalil KamiTaly Ha KOPIIOPAaTHBHY colianbHY BifmosimanbpHicTh. OCHOBHI pesynmbpTaTtn
HBOCIIIPKEHHs CBif4aTh IIPO 3HAYHMI IO3UTUBHUI BIUIMB HE3a/JIEKHOCTI paji AMPEKTOPIB Ha COLjia/IbHi iHBeCTULil
KOMIIaHiil, 30KpeMa, 4epes MifIBUIIeHHA IPO30POCTi YIIPaBIiHHA Ta 3HIDKEHHA PU3MKiB Kopymiii. byno BusaBsnieno,
110 KOMIIAaHil 3 PO3IIO/Ii/IEHOI0 CTPYKTYPOIO aKIIOHEPHOTO KaIliTa/lly CXM/IbHI IO Yy4acTi B JOBIOCTPOKOBUX COLIia/IbHIX
IIPOEKTaX, TOML AK KOMIIaHil 3 BMCOKOK KOHLIEHTPALi€l0 BIACHOCTI YaCTille 30CEPEKYIOThCS Ha KOPOTKOCTPOKOBIX
ininiaTuBax. MikHapopHi mapTHepy, BKIOYal04uy €BpONEChbKUII 6aHK PeKOHCTPYKLIl Ta po3BUTKY i MikHapopHy
¢dinaHCOBY KOpIIOpalilo, BilirpaloTh KJII0YOBY POJIb y 3a0e3IeYeHHI IPO30pUX CTAaHAAPTIB YIPaB/IiHHA, MiATPUMYI0YN
inTerpauiio Kocopa y cBiToBY ekoHOMiI4HY cucTeMy. [JOCTII>KeHHA TAKOX IT0Ka3aIo, 1o 6aHKY Ta eHepreTUYHI KOMIaHii
B KocoBi aKTMBHO BIIPOBaJXXYIOTb €KOJIOTi4Hi CTaHJApTU fAK HEeBiJj EMHY YacTUMHY CBOIX cTpareriili KOpIopaTUBHOI
conianpHoI BifnmopiganpHoCcTi. OTprMaHi pe3yabTaTi MiATBEPAKYIOTh BaXX/IMBICTh 36a/IJaHCOBAHOI'0 KOPIIOPATUBHOTO
YIpaBIiHHA Ta MXKHAPOJAHOI IATPUMKM /IS JOBTOCTPOKOBOI CTiMIKOCTI KOMIIaHil y perioni

KniouoBi cnoea: conianbHi iHBeCTUILii; CTamuil PO3BUTOK; JOBTOCTPOKOBI NPOEKTH; HE3a/IEXKHi JUPEKTOPY; iIHBECTOPH;
6i3Hec-cTpareril
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