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INNOVATIVE MANAGEMENT IN GLOBAL FINANCIAL CSR GOVERNANCE

The article analyzes the innovative trends of development and integration of corporate social responsibility
management in the companies activities on the scale of global financial management based on the study of economic,
political and social trends of development of society in the field of state building, entrepreneurial activity and financial
strategy. The characteristics that help to generalize the concept of global financial management in corporate social
responsibility are defined. The specifics of the understanding of the global financial management of corporate social
responsibility, which has a decisive influence on its current understanding, is defined. The key relationships between
corporate, regional and global corporate social responsibility management and their innovative impact on the financial
system on a global scale are analyzed. The authors proved that the firms implement corporate social responsibility
activities and participate in global financial corporate social responsibility governance based on a variety of
motivations. Studies on the corporate social responsibility related to the toric and behaviours of firms show that they
are greatly influenced by socially held expectations and social and cultural contexts surrounding corporations. The
fact that the majority of firms in the sample have accepted their corporate identities as social beings mean that global-
level corporate social responsibility norm development has progressed over time. The results of the study presented
in the article suggest the opening of new horizons and directions for the scientific analysis of the content of corporate
social responsibility in order to combine science and practice, as well as create conditions for its integration into the
activities of business entities.

Keywords: corporate social responsibility, Global Financial CSR governance, models of CSR.

Introduction. Globalization and the expansion of corporate financial influence have significantly
encouraged the direct involvement of firms in official rulemaking processes. Additionally, the world has
become more densely interconnected and intertwined in finance sphere through the globalization process,
which has (1) precipitated intensified political interdependence among nations, (2) expanded the migration
of people across borders, and (3) increased social and cultural intermingling among different territories,
sectors, and industries (Meyer, 2000, p. 23). Indeed, the negative aspects of globalization are also
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becoming apparent (e.g., increasing inequality, social marginalization, environmental destruction, and
human rights abuses) and various companies, including public companies (e.g., national governments
and international governmental organizations (IGOs)), private firms, and multi-stakeholder entities have
been seeking solutions for these problems. Such changes and challenges, in the global economy, have
invoked questions about traditional state-centric systems and the mechanism of global governance (which
is a term developed to provide an analytical framework for understanding globalization-based changes in
rulemaking processes and organizational dynamics) (Cutler, 1999).

Globalization has also supported the proliferation of multinational corporations (MNCs), which have
been significantly affecting various global social agenda (Vogel, 2009, p.8-9) and controlling a vast amount
of resources (e.g., "financial capital, technology, employment, and natural resources") due to the growth
of privatization and deregulation processes worldwide (Culture, 1975, p. 7-9). Oftentimes, individual
national governments can no longer control or monitor the operations of MNCs effectively because many
MNCs have become so large and influential—even more so than a number of nation-states (Utting, 2005,
p.8). A number of MNCs have even been participating in global rulemaking processes that are associated
with social agenda and CSR.

Corporations have been described as self-interested entities that are removed from the public domain
and directed only at profit maximization (Freeman et al., 1983, p.89). This rationalist perspective can only
partially explain growing corporate involvement in global CSR movements and global rulemaking
processes that are associated with financial and environmental agenda (Hrishnova, 2010). In fact, there
is insufficient evidence to date of a positive relationship between CSR activities and the long-term financial
benefits of MNCs (as many business scholars insist) and clear incentives (or disincentives) for corporate
participation in global CSR organizations (as group theory scholars suggest).

Literature review and the problem statement. The modern concept of corporate social responsibility
absorbed the previous theoretical results and had formed as a justification for corporate responsibility to
society. In foreign research of CSR, the strategic point can be considered in Howard Bowen’s book “Social
Responsibilities of the Businessman”, which reflected the determination of the meaning of the concept of
CSR thru financial aspect Cutler. 1999, p.86). Subsequent were studies of CSR presented by K. Devis,
J. McGuire, S. Networc, where they specified the concept and content of social responsibility (Vogel, 2009,
p.316). Following the publication of the study by R. Freedman in 1984, the theory of CSR and stakeholders
began used widely to analyze and explain the relationship between the companies and society; their
economical aspect. A similar definition of stakeholders can be found in future studies of A. Csrroll (Culture,
1975, p.510). Through this research, CSR becomes the special and inevitable trend of management on a
global scale.

Research problems of financial CSR governance in Ukrainian scientific literature had been providing
by N. Voloskovets (2010), O. Hrishnova (2010), T. Ignatenko (2010) and others. Integration of social
responsibility into authorities had been analyzed by O. Melnychenko and V. Loza (Korchevna et al, 2009,
p.20). L.Korshevna, V. Novikov and O. Nykytuk in their article “On the quality of power within the concept
“sustainable development” and “social responsibility” had researched the ideology of authority in different
spheres of human activity and the government role in managing of active development of society
(Melnychenko A.2013). I. Savchenko had revealed the contents of the multifunctional role of social
responsibility as a tool for solving social problems in the society (Novykov. 2009, p.7). But still remain the
unresolved problems of influence the prerequisites of development of social responsibility at modern
society.

The purpose and research problems. Purpose of the article is to analyze the influence of firms,
within the global political economy, is precipitating changes in their social roles and identities. However,
while it is important to understand the economic and political interests of these firms, this article research
assumes that corporate behaviours are not determined and organized in a social vacuum. In fact, world
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polity theory and constructivism recognize the crucial role of institutions and cultural norms on
organizational behaviours and can potentially yield alternative insights and “substantive interpretations of
those processes and factors” that are downplayed by other dominant theories.

In order to empirically and theoretically examine the phenomenon of global financial CSR governance
(and the corporate motivations for participating in the governance), the following article explains the
theoretical background, examines relevant theories, and contains literature reviews.

Research results. The term global financial governance helps to better clarify the growing
involvement of firms in global rulemaking, replacing the concept of International Relations (IR) (Overbeek,
2004.).Simply defined, global governance is "governance in the age of globalization" (Doh & Guay, 2004).
The growing popularity of the term reflects the decreasing capacities of national governments to solve
global social and financial problems (e.g., environmental destruction, global poverty, and rampant
development).

According to a widely cited definition, global governance is "the sum of myriad control mechanisms,
driven by different histories, goals, structures, and processes"; furthermore, it is brought about by "a
remarkable expansion of collective power" that is more extensive in scope and larger in size than a
conventional state-centric mechanism.

Several characteristics help to summarize the concept of global financial governance:

1) there is no single global authority (e.g., a world government) exclusively controlling the global
public in finance sphere;

2) there are multilayered conflicts of interest among firms (and thus a consensus among them is more
difficult to attain (vs. in prior eras));

3) as the scope of global social problems become broader and more complex, the methods to deal
with a myriad of issues (associated with national laws, governmental policies, international laws,
transnational rules and standards, and multilevel and multi-stakeholder endeavours correlated with
rulemaking) are diverse.

Global financial movements associated with CSR inform the concept of global governance and are
often correlated with other similar terms such as Business Ethics, Corporate Citizenship, Corporate Social
Responsiveness, Corporate Social Performance, Corporate Accountability, and Corporate Sustainability.
While there are subtle differences in meaning, they are, in practice, used interchangeably. Among them,
CSR is the most commonly used term and generally refers to corporate engagement in social, financial
and environmental matters (Doh, Jonathan P., and Terrence R. Guay. 2004, p.11).

CSR is broadly defined as the notion that firms should take their legal, economic, environmental, and
social responsibilities beyond the pursuit of profits; however, there have been arguments about the
definition and scope of its application. Furthermore, the abundance of similar terms and failure to reach
solid conceptualization have yielded confusion about its interpretation, application, and implementation,
which enables practitioners to interpret CSR broadly-for different purposes, in different manners, and
oftentimes for their own benefits.

Global financial governance and CSR are essential concepts within this research. Global CSR
governance in financial aspect — a term combining these two concepts — can be utilized in order to help
clarify changing organizational dynamics that are associated with CSR-related, global policymaking
processes. A number of organizations generate policies to guide CSR-related, corporate behaviours and
have formed institutional networks of global financial CSR governance.

Global financial CSR governance is defined here as a totality of global rulemaking mechanisms, with
various global firms that identify, understand, and promote the concept of CSR and find financial recourses
for them; set rules and standards; guide the CSR-related behaviours of corporations.

The main research inquiry, herein, seeks to identify factors that motivate firms to participate in global
financial CSR governance. The application of neo-Gramscian theory, world polity theory, and
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constructivism suggest a number of potential factors, such as the economic and political interests of a firm,
its regional culture, and world cultural norms and values. In order to examine the various factors, the
research is designed as sets of multilevel and multidimensional research models that employ a mixture of
research methods.

There are three sets of hypotheses developed for this research. Three different levels (i.e., corporate,
regional, and global) of factors have been identified that could affect corporate participation in global
financial CSR governance. Figure 1 (below) shows the causal relationships that this article’s aims to
examine.

-

Corporate-level factors

Corporate
Participation in Global
CSR Governance

Regional-level factors

J \.

Global-level factors

\.

Figure 1 — Causal Relationships

Multilevel and multidimensional analyses are conducted on diverse factors in order to understand the
complex corporate motivations and behaviours associated with global financial CSR governance.

The aforementioned datasets were constructed with data collected from various sources; multi-level,
multi-dimensional analyses were conducted based on the research designs described herein; based on
preliminary research that was conducted to identify the main organizations and understand how global
financial CSR been structured. These organizations the most influential world polity agents (according to
the world polity perspective) and form and disseminate norms and values (that are subsequently
embedded in CSR policies).

Comprehensive data sets have been constructed in order to examine the aforementioned research
hypotheses (which are based on the theoretical framework). Three sets of data, based on three different
time points (i.e., 2008, 2012, and 2016) have been utilized to examine changes over time; 324 firms were
listed in all three years.

A basic unit of analysis is to find the corporation; the 500 MNCs listed on the Global 500 at the three
different times compose the primary data set sample. As noted, one variable among others is only included
in the 2016 dataset (i.e., the specialized CSR web pages of a firm) due to the inability to check for CSR
web pages in 2008 and 2002 (at the time this research was conducted).

Figure 2 (below) shows changes in the total number of participants among the listed firms, in each of
the three global CSR organizations (of organizational stakeholders for the GRI case). The total numbers
of participating firms in the UNGC and GRI are growing over time; however, the number of WBCSD
members (among the listed firms in 2016) has slightly diminished (vs. the figures in 2014) (Overbeek,
Henk, 2004).

While the average revenue of the listed firms has been continuously increasing ($33,596 million in
2008, $50,350 million in 2012, and $60,609 million in 2016), the average net income in 2012 is lower vs.
in 2008 ($1,859 million in 2008 vs. $1,699 million in 2012). This decline (1) becomes even more
remarkable when juxtaposed with the rate of inflation over the years, (2) may be explained as a possible
negative effect of the global financial crisis on the revenues of many MNCs, and (3) is one reason that the
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2012 data set is included (in order to see if there is any impact of the global economic downturn on the
CSR behaviours of MNCs and their participation in global financial CSR governance) (Overbeek, 2004.).
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Figure 2 — Number of participants of research organizations

Additionally, it seems that the infusion of relatively young Chinese firms onto the Global 500 list more
recently has lowered the average age of listed firms over time (89.49 in 2008, 76.79 in 2012, and 75.34 in
2016). Approximately 11 per cent of the list also included in the Interbrand Best Global Brands ranking
during this timeframe (Overbeek, 2004.).

Figure 3 (below) shows the regional compositions of the listed firms in the three different years.
Approximately one-third are headquartered in Europe, another third are in North America (the United
States and Canada), and the remaining are in other regions (Asia, South America, and Oceania). While
the regional composition has been relatively steady over time, the most recent data (2016) indicate that
the composition has slightly changed. The percentage of "others" significantly grew seemingly due to the
rapid growth of Chinese firms and their growing prominence on the Global 500 list.
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Figure 3 - Regional Composition of Listed Companies

The results of the descriptive analysis (on institutional CSR behaviours of firms) provide a good
overview of the extent that listed firms have been institutionalizing CSR, in accordance with global financial
CSR models. The numbers of listed firms with specialized CSR departments (or CSR experts) are growing
over time (136 in 2008, 269 in 2012, and 312 in 2012). Also, more than 90 per cent of the listed firms have
maintained an associated code of conduct throughout the years. Based on the 2016 data, approximately
87 per cent listed firms have arranged separate CSR web pages on (or connected to) their corporate
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websites. Thus, it is fair to conclude that building CSR expertise, setting a code of conduct, and reporting
CSR activities online are common institutional behaviours (among the listed firms) (Overbeek, 2004.).

The number of firms publishing CSR (or similar kinds of) reports has been growing over time as well.
This growth is even more apparent with the 324 firms listed in all three years. For example, approximately
70 per cent of the listed firms (and 80 per cent of the firms listed in all three years) published CSR reports
in 2016. This suggests that most of the major MNCs are publishing CSR reports or reporting their CSR
activities in their annual reports. Thus, publishing CSR reports is a common practice for big businesses
(Overbeek, 2004.).

The research results show that more and more MNCs communicate and behave in ways that are
desired by the world polity (where CSR is becoming a common world cultural norm). Firms are increasing:
joining major global CSR organizations; adopting various CSR rules and standards; partnering with other
public and private entities to implement CSR programs; taking on a variety of CSR activities (that focus
on diverse social issues); hiring CSR experts; establishing specialized CSR departments; publishing
annual CSR reports.

By representing themselves as social (more than rational) beings, they not only expect to achieve
greater economic and financial interests but they also conform to that culturally and socially expected
norms and behavioural models (at least at the rhetorical level). Based on these findings, it is logical to
conclude that MNCs participate in global financial CSR governance for more complex and sophisticated
reasons (beyond the rational calculation of expected costs and benefits); thus, an understanding of the
complex corporate motivations associated with global financial CSR governance is important and insightful
from at least three different perspectives (corporate, public policy, and scholarly perspectives). From a
corporate perspective, the research results provide firms with insights about CSR-related behavioural
patterns and global business trends. Indeed, it is likely that there will be growing pressure on firms for
more social involvement. Firms are likely to be pressured to implement more radical changes in the future
—even as NGOs and civil society continuously call for corporations to alter their behaviours. Thus, changes
would occur incrementally, along with CSR norm development and institutionalization processes.

Furthermore, it is predicted that more and more firms are going to implement CSR activities in a more
isomorphic way and in accordance with the rules, standards, and models disseminated by global CSR
governance. Not only should firms assume various institutional and practical CSR actions but they should
also assume them in a more sophisticated way since they would be under enhanced, agenda-related
public scrutiny over time. Firms would have to develop strategies to cope with this global trend and find
ways to work with various other organizations (e.g., governmental entities and civil society organizations).
Thus, itis likely that those CSR models (disseminated by global CSR governance) would become "taken-
for-granted," generalized business norms that any globally operating firm should follow.

From a public policy perspective, the research draws several policies implications for rule-makers and
especially for international and transnational CSR organizations. A number of global CSR organizations
have been criticized for utilizing voluntary mechanisms based on beliefs that voluntary rules would not
have binding effects (to control and regulate corporations). However, the research results show that these
organizations play significant roles in shaping and framing corporate CSR rhetoric and behaviors and their
standards and rules are also extensively adopted by a number of influential MNCs.

Indeed, research results confirm that those global CSR organizations do affect corporate CSR rhetoric
and behaviors. Nevertheless, while the potential social and political roles of global financial CSR
organizations are confirmed as significant by the research, it is less clear whether the related behavioral
changes of corporations will be genuinely meaningful and solve actual global social problems.

As they cope with the growing role of finance in a global CSR culture, global CSR organizations and
public rule-makers should consider how they can assume more active roles in the creation and
enforcement of more specific rules and regulations that guide and control CSR behaviours in meaningful
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ways. Recent public efforts to institutionalize CSR, in more structured ways, are apparent. These public
efforts are likely to continue in the future and both public and private organizations (especially
corporations) should develop policies reflecting such changes. Indeed, this research also confirms the
effect of industry characteristics and regional cultures on corporate participation. This means that industry
and regional-level cultures and institutions affect corporate CSR-related behaviours in global financial CSR
governance.

Thus, public and private rule-makers should develop more differentiated rules and strategies to cope
with the different circumstances affecting corporate behaviours. Some scholars, associated with the neo-
Gramscian perspective, have warned that strong corporate resistance to institutionalized CSR governance
(e.g., via support of nonbinding legal and quasi-legal instruments and resistance to any mandatory public
regulations) would impede the attainment of genuine change in corporate social behaviours.

The article’s research findings, herein, clarify this issue as well as the associated benefits and
limitations. Since CSR is becoming a common world cultural norm, firms with global operations can no
longer ignore associated social influences; indeed, they incorporate socially desired CSR actions into their
business operations.

Major MNCs follow and lead global financial CSR governance, which can involve certain risks and
limitations; they (1) must concern themselves more with CSR issues that are aligned with their financial
interests and (2) are likely to neglect unrelated or less related issues. Consequently, interests associated with
less-powerful actors are likely to be underrepresented. CSR-related pursuits focus on a number of
environmental and social issues (that concern a significant percentage of the global public); however, the
concentration of decision-making power, among major MNCs, can be undemocratic and even prove to be
risky. Policymakers must develop ways to deal with more comprehensive issues (including financial ones)
and bring a more balanced array of stakeholders into decision-making processes in more transparent and
accountable ways.

The article also has some scholarly implications. MNCs are increasingly conforming to world cultural
models disseminated by global financial CSR governance and thus promoting the institutionalization
(legitimization) of CSR as evidenced by the research findings. This world polity project is led by
economically, politically, and socially leading firms that are actively participating in major global CSR
organizations. Both neo-Gramscian theory and World polity theory (which are oftentimes depicted as
competing theories) work complementarily in explaining the complex dynamics of global financial CSR
governance. Thus, the application of multiple theories (which are sometimes conflicting at a theoretical
level) may help reveal more complex, associated dynamics and mitigate (over) simplifications of the
phenomenon.

In conclusion, this article confirms that firms implement CSR activities and participate in global financial
CSR governance based on a variety of motivations (e.g., economic and political interests, regional culture,
and world cultural norms and values disseminated by world polity agents). Studies on the CSR-related
rhetoric and behaviours of firms show that they are greatly influenced by socially held expectations and
social and cultural contexts surrounding corporations. The fact that the majority of firms in the sample have
accepted their corporate identities as social beings mean that global-level CSR norm development has
progressed over time.

However, it is still too early to conclude whether CSR norms have fully matured enough to: generate
meaningful changes in corporate social behaviours; achieve the ultimate goal of "social betterment."
Nonetheless, more and more firms will certainly implement various CSR-related activities, participate in
global CSR organizations, and work with a variety of public and private entities and thereby generate
further involvement.

The development of various financial CSR-related soft laws will continue and the coordination of (and
conflicts between) these private rules and public regulations are expected to continue in a dynamic way.
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IHHOBaLiHMI1 MeHeXKMeHT B rnobansHomy ¢iHaHcoBoMY ynpaBniHHi KCB

Y cmammi npoaranizosaHo iHHoBauiliHi meHAeHuii po3sumKky ma iHmezpauii MeHedXMeHmy KopnopamusHoi coujambHol
8idnogidabHocmi g OisibHicMb KoMnaHill 8 Macwmabax 2nobasbHo20 (iHaHCo8020 ynpagninHA. JocrioxeHHs cucmeMHO posansidae
yto npobnemy 3 no3uyii depxasu (Yepe3 npu3my eKOHOMIYHO20, NOMIMUYHO20 Ma CoYlanbHO20 PO3BUMKY CYCNiNbCMea), @ Makox 3
moYKU 30py NIONPUEMHUUBKOT akmusHocmi ma chiHaHcosoi cmpameeiil cy6'ekmig 2ocnodapiosaHHs. B cmammi y3aeanbHeHo 6a3osi
OemepmiHaHMU KoHuenuji 2mobanbHo20 (hiHaHCO8020 ynpassiHHSI KOPNOPamUBHOI0 CoianbHOK 8idnogidanbHicmio, i cneyudiyHi
ocobnusocmi ma 8idMiHHOCMI 80 iHWUX KoHuenuiti y cghepi kopnopamugHoi coujanbHoi gidnosidansHocmi. [poaHarizosaHo Ki4osi
83a€EMO38 3KU MiX KOpNOpamusHUM, peeioHarbHUM ma 2iobabHUM pigHaMU MeHedXMeHmy npu peanizauii KoHyenyii enobanbHoeo
(hiHaHCO8020 ynpagniHHS KopNOpamusHOK CoUjarbHOK 8idnogidasbHicMIo, a makoX iHHogauiliHUl 8nnus Yux mpbOX munig
MeHeOXMeHmy Ha cbiHaHcogy cucmeMy 8 anobarnbHomy macwmabi. Asmopu dosenu, wo ¢ipmu 3diticHiooms isnbHiCMb 3
KopnopamugHoi coujanbHoi 8idnogidanbHocmi ma 6epymb ydacmb y 2mobanbHoMy (hiHaHCO8OMY ynpagriHHi KopnopamugHoK
coujanbHoro 8idnosidansHicmio Ha 0CHOSI pisHUX Momusig. Pe3ynbmamu docridkeHHs KopnopamusHoi couianbHoi sidnosidansHocmi
3 MOYKU 30pYy EKOHOMIYHOI NosediHKU KomnaHili caidyam, W0 3HayHull ennug Ha ix isinbHicmb 30ilCHIMb coujarnbHi odikysaHHs ma
couianbHO-KymemypHUl KoHmexcm Komnaii. Toli ghakm, wio bimbluicmeb KomnaHili 3a 0CHO8Y NPULHSNU KOPNopamusHy i0eHMuUYHICMb
AIK couianbHy HOPMY, O3Ha4ae, WO PO3BUMOK HOPM KOpNopamueHoI couianbHoi 8idnosidansHocmi Ha 2nobanbHOMY pigHi 3 Yacom
npoepecye. Pesynbmamu docnideHHs, wo npedcmasiieHHi @ cmammi, OKPECTIoMb HOBi 20pU30HMU ma iHHosauitHi Hanpsmu s
06'e0HaHHA Hayku ma npakmuku npu peanizauii KoHUuenuii kopnopamugHoi coujansHoi eidnosidansHocmi, cmeopeHHs ymos Onsi
iHmezpauji uiei koHuenyji 8 disnbHicmb binbw WUPOKO20 Kora cyb ekmig 20cN00apiogaHHSI.

KntoyoBi criosa: kopnopaTvBHa coLjjanbHa BifnoBidanbHICTb, rmobanbHe tikaHcose ynpasninHg KCB, moaeni KCB.
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